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THURSDAY, SEPTEMBER 13, 1951 


Untrep Srares SENATE, 
INVESTIGATIONS SUBCOMMITTEE, 
CoMMITTEE ON EXPENDITURES IN THE Executive DEPARTMENTS 
Washington, D.C. 

Met at 10:10 a. m., pursuant to Senate Resolution 156, agreed to 
June 14, 1951, first session, Eighty-second Congress, in room 357, 
Senate Office Building, Senator Clyde R. Hoey (chairman) presiding. 

Present: Senator Clyde R. Hoey, of North Carolina; Senator John 
L. McClellan, of Arkansas; Senator Thomas R. Underwood, of Ken- 
tucky; Senator Joseph R. McC arthy, of Wisconsin; Senator Karl E. 
Mundt, of South Dakota; Senator Richard M. Nixon, of California. 

Also present: Francis D. Flanagan, chief counsel; Howell J. 
Hatcher, chief assistant counsel; Carmine S. Bellino, accounting con- 
sultant; Jerome S. Adlerman, assistant counsel; William Leece, as- 
sistant counsel, Ruth Young, clerk. 

Senator Horry. The committee will come to order. 

lL wish to make a very brief opening statement. In the recent 
past, the St. Louis Post-Dispatch has published news stories concern- 
ing RFC loans made to the American Lithofold Corp. of St. Louis, 
Mo., and the connection of William H. Boyle, Jr., and others with 
these loans. As the results of the information published in these 
news clispate hes this subcommittee ordered the staff to undertake a 
preliminary investigation. 

On August 25, 1951, after completion of that preliminary inquiry, 
the subcommittee decided to make a full investigation of the loans 
made by the RFC to American Lithofold Corp., together with the 
dealings of this corporation and its representatives with officials and 

agencies of the Government, including the employment of Mr. Boyle 
as its attorney or representative. 

It is the purpose of these public hearings to explore fully all of the 
pertinent facts in this case. The subcommittee has not sought to 
prejudge this case, nor will it render any final judgment until the 
completion of this inquiry. 

In view of the fact that a large part of this investigation involves 
the RFC loans which were made to the American Lithofold Corp. 
in 949, the first witness who will appear here today is J. Frank Wil- 
liams, an RFC examiner who has handled and processed the American 
Lithofold loans over a long period of time. It is believed that Mr. 
Williams’ testimony will outline the basic facts and information con- 
cerning the handling of this loan and will make it possible for the 
subcommittee to get a clearer understanding of the various rami- 
fications of the loan. Other witnesses whose testimony might be nec- 
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essary to ascertain or amplify the facts in this case will also be called 
upon to testify as the inquiry progresses. 

We will follow in this hearing the same policy we adopted hereto- 
fore, and that is that the photographers can make pictures of the wit- 
nesses when they come to the stand and are sworn, but no pictures are 
to be made during the progress of the hearing. 

Mr. J. Frank Williams, will you stand up. Hold up your right 
hand, Mr. Williams. 

Do you solemnly swear that the testimony which you give in this 
case will be the truth, the whole truth, and nothing but the truth, so 
help you God? 


Mr. WitutaMms. I do. 


TESTIMONY OF J. FRANK WILLIAMS, WASHINGTON EXAMINER, 
OFFICE OF LOANS, RECONSTRUCTION FINANCE CORPORATION 





Mr. WituraMs. I would like to say at the outset 

Senator Hory. Wait just a minute. Are the photographers 
through now / 

Mr. Williams. you give your name, position, and duties to the 
reporter. 

Mr. Wituams. J. Frank Williams, Washington examiner, Office 
of Loans, Reconstruction Finance Corporation. 

Senator Hory. How long have you been with the Reconstruction 
Finance Corporation / 

Mr. Wittiams. Approximately 18 years. 

Senator Hory. How long have you been in your present capacity 
as eXamuiner 

Mr. Witiiams. Oh, approximately the whole period. 

Senator Horry. The whole period of time. 

Mr. Williams, did you handle this loan of the American Lithofold 
Corp. ? 

Mr. Witiiams. I only had anything to do with the administration 
handling and servicing of the loan approximately 5 years after their 
first borrowings from the Government—that is, on or about August 
17, 1949. 

Senator Horry. All right. 

I wish you would give to the committee the chronology of this com- 
pany, what sort of company it is, where it is located, and then of the 
loans which preceded these, as shown from the records. 

Mr. Wituiams. The American Lithofold Corp. is located in St. 
Louis, Mo. It had New York offices when they began their original 
borrowings from the Smaller War Plants Corporation. 

It was established June 15, 1936. It is a printing firm, and prints 
and sells—— 

Senator Hory. Established what year, did you say? 

Mr. Wititams. 1936. 

Senator Hory. 1936; all right. 

Mr. Wituiams. It prints and sells continuous business, fanfold, 
and snap-out forms. It had about 2,000 customers, including the 
Federal Government. 

Senator Hory. All right. Now, what loans did it have prior to 
the time that you began handling it, and how did they originate? 
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Mr. WiuutaMs. At the time this company had asked the RFC for 
an additional and refunding loan of $548,219.50, which was on No- 
vember 19, 1948, the RFC, pursuant to Executive Order 9665, was 
administering and servicing the loans previously made to American 
Lithofold by Smaller War Plants Corporation. 

Senator Hory. How much was that loan / 

Mr. WiuaiamMs. There were two loans. One for $1,671,000, ap- 
proved July 25, 1944, with a maturity of December 15, 1952, and 
about the time we were considering this application, the balance due 
on that SWPC loan was $140,535.30. There were three notes re pre- 
senting the loan. 

Senator Hory. All right. Now, when did you first take up the 
application for the loan of this company from the RFC? 

Mr. Wiiir1ams. Could I say, first, that there was also a loan of 
$40,776 on September 11, 1945, maturing December 5, 1950, and the 
balance due on that loan was $18,694.20. 

Senator Horry. All right. 

Mr. Wiiitams. Shall I tell you the collateral and the purpose ? 

Senator Hory. Yes. 

Mr. WituiaMs. The collateral was a chattel mortgage on machinery 
and equipment, accounts receivable, and Government contracts. 

The purpose of the loan was to pay Commercial Investment Trust 
$371,000; to purchase machinery and equipment, $40,000; loans to 
Forms, Inc., a wholly owned subsidiary or affiliate, $400,000; operat- 
ing expenses, $860,000; total, $1,671,000. 

I would like to point out that this was a line of credit rather than 

loan for that amount, which was the total amount outstanding at 
one time which was supposed to be limited to $630,000. 

Senator Hory. This was a loan which had been made by the Smaller 
War Plants Corporation ? 

Mr. Wiixui1ams. Made by Smaller War Plants Corporation to Amer- 
ican Lithofold. It was purported to be 100 percent on war work. 

Senator Hory. All right, proceed with your statement. 

Mr. Wituiams. The smaller loan for $40,776 was to pay 85 percent 
of some special machinery that they had to buy, and Smaller War 
Plants required a chattel mortgage on that machinery and equipment. 

Now, that is about the situation that existed at the time this first 
application was submitted. 

Mr. FLaAnNaGAN. In other words, at the time the first application 
was submitted by American Lithofold in 1948 they at that point owed 
the RFC approximately $158,000 ? 

Mr. WitiiamMs. That is correct, sil 

Mr. Fuanacan. Is that correct ? 

Now, at the time in the fall of 1948 when American Lithofold 
applied for this first of the two loans in which we are specifically 
interested, was American Lithofold up on its payments of the old 
loans 4 

Mr. Witirams. I don’t think there were any delinquencies, but there 
had been some deferments and different matters that came up. It was 
a loan that had to be looked at carefully. 

It required quite a bit of work because they were always substitut- 
ing contracts and paying off accounts, and things like that, and I 
think the record will show that in the course of that period of time 
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that discussions came up about compensation, about commissions, and 
that there was some deferments made in payments. 

Mr. Franacan. In other words, from the war days, from the end 
of the war until 1948, did your perusal of the records indicate that 
American Lithofold from time to time had been delinquent in paying 
their old loans back to the RFC? 

Mr. Wuu1aMs. I would not say chronically delinquent or anything 
like that, because they would usually come in, and if they were not 
going to be able to make a payment, ask for some concession or defer- 
ments, so that so far as their record is concerned I don’t think it will 
show there were very many delinquency, deferment, unpaid balance 
of payments. 

Mr. Fuanacan. Isn’t this a fact: That while the record showed 
no delinquencies, there would have been delinquencies had not the 
American Lithofold been fortunate enough to get deferments from the 
RFC on their payments? 

Mr. Wruiams. I think that probably is correct, sir. 

Mr. Franacan. Go ahead. 

Senator Hory. Come down to the purpose for which this loan was 
applied for, that is, the November 19, 1948, loan. 

Mr. Witutams. Now, November 19, 1948, when they applied for the 
additional refunding loan of $548,219.50, the purpose of that loan was 
to refund the SWPC loans, with a balance of $158,219.50; refund an 
inventory loan with W. E. Heller & Co., a factor in Chicago, Il. 
$101,747.40; repurchase accounts receivable from the same factor, 
$149,768.66; the balance for working capital, $138,483.94. 

The collateral that was offered represented a chattel mortgage on 
machinery and equipment, and inventory and accounts receivable. 

These items are reported to have cost $1,021,000; to have a book 
value of $775,000; and an appraised value of $956,000—this is in 
thousands of dollars—and to which our loan agency in St. Louis 
assigned a loan value of $456,000. 

You will note with reference to the accounts receivable that was 
putting an 80-percent recovery on the face amount of their account. 

Mr. Blauner and his wife owned the land and buildings in which 
this machinery and a, was located. 

It was proposed that they would convey the property to the com- 
pany, the first mortgage would be paid off, and they would take stock 
for the equity, so that would be additional collateral in this loan, and 
our engineer appraiser appraised it at $247,500, and assigned a loan 
value of $120,000. So that the appraised value of the collateral 
offered was $1,204,000 in a loan value of $576,000. 

A guaranty was offered by Mr. R. J. Blauner and his wife, and he 
was reported at the time to have an outside net worth of $100,000. 
That is about the situation as regards the application for the first 
refunding loan. 

Senator Horry. That action was taken on that application at that 
time ? 

Senator Munpr. Mr. Chairman, before you get into that, I would 
like to ask him a few questions about these inventory figures. 

Are you familiar, Mr. Williams—going back to your very first figure 
when they originally got a loan of $1,671,000 from Smaller War Plants 
Corporation—are you familiar and do you have the facts available 
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to show us what was the net value—what were the net assets of the 
company at that time ? 

Mr. Witurams. I think I could get that for you, sir. 

Senator Munpr. It would seem to me it is rather pertinent to this 
whole investigation to know what net assets the corporation had de- 
veloped between 1936 and 1944, at which time they justify the loan 
of $1,671,000. Could you get us those figures? 

Mr. Wuiu1aMs. I think so, sir. 

Senator Munpr. And also some information about what happened 
on June 15,1936. All my sheet says is that the corporation was estab- 
lished, and I would like to know on what financial structure it was 
established, how much paid-in stock, and with how much capital stock, 
and what kind of financial structure we had to work with at the very 
beginning. Can you get us that information ? 

Mr. WinraMs. I think it originally started off with a capital stock 
of 500 shares, about $5,000, back in 1936, and it gradually was in- 
creased until there were 5,000 shares authorized of which about 3,753 
were outstanding, with 200 shares of preferred stock. That is about 
the capital structure. 

So far as the financial condition as of October 31, 1948—— 

Senator Munpr. No; July 25, 1944. 

Mr. Wiiu1aMs. Iam sorry. I would have to go back and get those 
figures. I can give you the ones that—the situation that existed at 
the time the application was filed, but I do not have the figures readily 
available for the 

Senator Munpr. Pick up the financial story at this first Government 
loan when they got $1,671,000 in 1944. Can you supply those figures, 
which you undoubtedly have, from your records, because I presume 
you study the whole history of the corporation before you make a loan, 
is that not correct ? 

Mr. Wiiu1ams. Well, we make a rather thorough review. 

Senator Munpr. Yes. So that those facts should be available from 
your files. 

Mr. Wiu1AMs. I would be happy to supply them to you, sir; but 
they are not readily available. 

Senator Munpr. I would like to ask, will you get us the information? . 

Mr. WiiuiaMs. Yes, sir. 

Senator Hory. Senator, before you leave this, I would like to ask 
him this. I notice that the loan at that time was authorized of $1,- 
671,000, but you indicate only $630,000 were to be outstanding at any 
one time. Why was the loan made for that large amount? I know 
you did not handle that, but is there anything to show why that was 
done ? 

Mr. Wit11aMs. You see, they were pledging accounts receivable and 
Government contracts, and it was a revolving transaction more or 
less so that an account would be pledged, and it would be paid and 
applied on the loan, and then they would put up another account, and 
borrow some more money. 

Senator Hory. And the understanding was that the amount to be 
outstanding was not to be greater than $630,000 of this loan at this 
time ? 

Mr. WitutAMs. That is the record. 

Senator Munpr. Was that the understanding or was that just the 
history of the loan. 
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Mr. Wixui1aMs. That is a specific statement in the record. 

Senator Munpr. That there was not to be over $630,000 ? 

Mr. Wiiuiams. That is right. 

Senator Munpt. In looking over those figures for 1944, you have ac- 
cess to those records, and probably can find them easier than our com- 
mittee staff—will you also try to determine who approved that loan 
for SWPC at that time? I mean, it was not just done by a bunch of 
inanimate initials. Some individual approved that loan, and we 
would like to know who it was, at that time, who approved the loan. 

Mr. Wiiui1aMs. Well, I can tell you that Mr. J. E. Toole was the 
fiscal analyst, and Mr. Frank Prince was the Chief of the Loan Bu- 
reau of Smaller War Plants. 

Senator Munpr. Is that the same Mr. Toole who later became treas- 
urer of the company ? 

Mr. Witxiams. Yes, sir. 

Senator Munpr. He was the one who approved it on July 25, 1944? 

Mr. Wiiurams. He was the one that worked up the fiscal anshysia 
and made the report and submitted a recommendation. 

Senator Munpr. A favorable recommendation for the loan? 

Mr. WirutaMs. Yes, sir. 

Senator Munpr. He was then working for Smaller War Plants 
Corporation ¢ 

Mr. Wizu1aMs. That is right, sir. 

Senator Munpt. Later he became treasurer of the company. 

Now, going back and going down to 1948, do you have—— 

Senator McCarrny. Do I understand the man who approved the 
original loan later became treasurer and is now treasurer of this 
company, is that correct ? 

Senator Hory. Yes; that is the Smaller War Plants Corporation. 

Senator Munpr. Yes, Smaller War Plants; long before RFC got 
into it; and he is now treasurer of the company whose loan he rec- 
ommended. That is why I am curious to know the financial struc- 
ture of the company at that time and its record up to that time, be- 
cause it is a pretty sizable loan to develop in the course of 8 years 
of operation. 

Now, 1948, will you explain to the committee the significance of 
the legend “Agency loan value.” By that do you mean that that 
is the value that the agency places upon property against which it 
is willing to loan a certain percentage of money or by that do you 
mean that you are normally willing to loan as much money as appears 
under the column in the column headed “Agency loan value” ? 

Mr. WitutAMs. Yes; I think that is about synonymous with liqui- 
dating value. It is what the agency, in its considered opinion, feels 
that they could liquidate the collateral for, and is, in effect, the 
maximum amount that you could safely lend against that collateral. 

Senator Munpr. Was it general agency practice to loan a hundred 
percent of the liquidation value, 80 percent or 60 percent ? 

Mr. Witu1aMs. No, sir; I would not say it was a general practice. 

Senator Munpr. I used to be in the loan business. We never loaned 
from my company a hundred percent of the liquidated value. I won- 
dered if that was the policy of the RFC or was at that time. 

Mr. Witi1aMs. I would say that they would very seldom lend 
more than the liquidating value, and in the vast majority of instances 
it would be less than the liquidating value. 
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Senator Munpr. In normal practice of any loaning agency at all 
interested in the economics of the situation, it would be certainly not 
to loan more than the liquidation value, but normally to loan less, is 
that not correct ? 

Mr. Wittiams. That is right. 

Senator Munpr. So that as I understand the figures, then, the maxi- 
mum against which no honest or intelligent loan agency would loan 
a greater amount was $576,000, 

Mr. Witu1aMs. That is right, sir. 

Senator Munpr. And the normal economic practice of any loaning 
agency would consequently be to loan less than $576,000 rather than 
more. 

Mr. WituraMs. That is right, sir. 

Senator Monpr. And that at that time the applicant for the loan 
was asking for $548,000. 

Mr. Wituiams. That is right, s 

Senator Munpr. Thank you. 

Senator McCieritan. Mr. Chairman, may I ask a question ? 

Senator Hory. Yes, Senator. 

Senator McCietuan. Mr. Williams, one of the purposes of the loan 
applied for November 19, 1948, was to refund $158,000-plus of SWPC 
loan. 

Will you state whether any part of that loan was in default at 
the time this application was submitted ? 

Mr. Witutams. No, sir; I think it was current. That was the un- 
paid balance of the three notes representing the $1,671,000 loan, and 
the $40,776 loan. 

Senator McCietnan. When you say “current,” was it current on 
the basis of the original obligation assumed or on the basis of defer- 
ments that had been granted by the RFC? 

Mr. Wittiams. On the basis of deferments, whatever had 
spired. 

In other words, for the record it was a current loan; there were no 
delinquencies as to principal or interest. 

Senator McCie.ian. But there had been deferments of payments 
prior to that time, and that did not represent a current situation in 
the account, the status of the account, based on the original agree- 
ment. 

Mr. Witutams. Well, that would seem to be a reasonable conclusion. 

Senator McCretian. There would have been defaults had not de- 
ferments been granted. 

Mr. WititaMs. Yes, sir. 

Senator McCtetnan. Do you know how many deferments—what 
I am trying to get at is the record this company was making. How 
many deferments did you have to grant in order to keep it current 
at that figure? 

Mr. Wittiams. I don’t think that had been a major problem. That 
would be just incidental to servicing the loan. 

There had been more discussion about compensation, increases in 
salaries, payments of dividends on preferred stock, and about the 
substitution of collateral, things like that. I don’t think that the 
dollars-and-cents angle of it was paramount. 

Senator McCretuan. Well, you speak about discussion of these 
things you just mentioned. Was that due to the impression of the 
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RFC that the operating expenses, the overhead expenses of the com- 
pany were unduly heavy ? 

Mr. Wiiuiams. Well, I think that is right, sir; and I might say 
this, that when the loans were originally made they were approved 
by Smaller War Plants Corporation. 

At that time Defense Plant Corporation, a wholly owned subsidi- 
ary of RFC, was acting as agent for Smaller War Plants Corporation, 
so that DPC was administering and servicing the loans, and it was 
that department that was handling this case; it was not the RFC 
proper. 

Senator McCieittan. What I am trying to determine was, had it 
already developed prior to the time or at the time they made applica 
tion for the loan of 1948 that the management of the company was 
not very economical, and that they were “making expenditures in the 
form of overhead that seemed to be excessive in comparison to the 
volume of business the company was transacting ? 

Mr. Witu1aMs. Well, I can give you some figures, T think, that Mr. 
Rochelle, who was one of the examiners that handled that applice 
tion, made. He made a comparison of the average selling expenses, 
general and administrative expenses and officers’ salaries of American 
Lithofold, with the figures in eight similar companies, and he ran 
those figures for a 6-year period. 

His percentage was that there were costs there which averaged 22.9 
percent as against an average of 15.5 for the eight companies over 
the similar period. 

Senator McCietxan. In other words, 7 percent more. 

Mr. Wituiams. That is right, sir. 

Senator McCuextan. Which was an indication that this company 
had an overhead above the average of other similar companies. 

Mr. WitiiaMs. Yes, sir. 

Senator McCrietian. To that extent. 

Was that giving the RFC officials some concern at that time? 

Mr. Witu1aMs. Yes. I know that at one time we withheld addi- 
tional disbursements against these accounts and all, by reason of 
losses that they had sustained, and because there was a controversy 
with reference to salaries and commissions. 

At that time the New York loan agency was handling the loan, 
and they went into it fairly thoroughly. The company took the posi- 
tion that it was a small company that had strong competition, and 
that the best way they could sell their product was to sell it at a fixed 
price to their salesmen or agents and not have any ceiling as to what 
they could ask the customers. 

For instance, if they sold a thousand forms for 15 cents to the sales- 
man, he could sell that for 20 cents, and they would bill the company 
for the amount they sold it for, and the company would get the 15 
cents, and the 5 cents would be the spread or what the commissions 
would be. 

They also claimed that the salesmen had expenses and traveling 
expenses and a lot of things like that out-of-pocket; that that was 
not unusual. 

Senator McCretxan. It was unusual to the extent that it increased 
their overhead and operating costs 7 percent above the average 
company. 


Ono TAT OT TOA Oe TAT AAWVODNATOANTT DDAMTIPLTAIDATT 








m 


\ { 


L 


c 





weal Aner ena bri 





INFLUENCE IN GOVERNMENT PROCUREMENT 207 


Mr. Wiu1ams. Well, what impressed me at the time I was looking 
at it was that I didn’t think they had an adequate cost accounting 
set-up so that they could reasonably determine exactly what different 
forms were costing them, so that it would seem to me that maybe 
they were pushing : an item that they were selling below cost, and not 
selling many of them that they were making a profit on; that that 
might be one of the answers to their loss in operation. 

Senator McCietian. The discussions that came up at the time they 
asked for deferment and for readjustments in these loans—that is 
when they came up? 

Mr. Wittiams. Well, some of them came up. Of course, I was not 
administering and servicing the loan, and I don’t know exactly what 
transpired; but I imagine it was along the same lines, because that is 
what occurred to me when I later got into the picture. 

Senator McCie.tian. At any rate, what you testified to did occur, 
had occurred before this application in 1948 was approved? 

Mr. WituiaMs. Yes, sir; that is, according to the record. 

Senator McCiextian. I wanted to get that background. Thank 
you, Mr. Chairman. 

Senator McCarrny. Just one question, Mr. Chairman. Did Mr. 
Toole go directly from the Defense Plant Corporation to American 
Lithofold, do you know ? 

Mr. Witxt1aMs. Yes, sir; I understand he did. 

Senator McCarruy. Do you know what salary he was getting with 
RFC or Defense Plant Corporation ? 

Mr. Wuu1ams. I don’t know what salary. He went with American 
Lithofold at $8,500. It was subsequently cut half in two, but I imagine 
his salary was probably fairly well in line with that figure, because 
he was an examiner. 

Senator McCarrnuy. All right. 

Senator Munpr. Mr. Chairman, before we get off that and go any 
further, I want to be sure that we are dealing with the same financial 
structure all the way through. 

This is the same company and the same group of assets and liabili- 
ties, is that the situation which is involved in the whole set of figures 
that you have given us, starting from the top of the page down. to 
December 8, 1948, dealing with the same company and the same corpo- 

ration throughout or are we dealing with various segments or sub- 
sidiaries at any stage of the game? 

Mr. Wituiams. I think you are dealing with different figures in that 
insofar as the Smaller War Plants and RFC are concerned-— 

Senator Munpr. In what way? 

Mr. WiuiaMs. Well, as a matter of fact, there were two applications 
to Smaller War Plants. I think one of them was $815,000 by Ameri- 
can Lithofold Corp., and $874,000 by Forms, Inc., the subsidiary. 

Senator Munpr. A wholly-owned subsidiary ? 

Mr. Wuurams. Yes, sir; for a total of $1,689,000, and ultimately the 
loans were consolidated, and it was one loan for $1,671,000. 

Now, that loan was in the form of a line of credit with a maximum 
amount they could take down, and it had a chattel mortgage on ma- 
chinery and equipment, but the varying factor was the accounts re- 
ceivable that dev eloped from the Gov ernment contracts. 

When RFC got into the picture there in 1948 they had practically 
completed the consolidation of Forms, Inc., and transferred a lot of 
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equipment directly into American Lithofold, and maybe disposed of 
other items, and acquired other machinery and equipment. 

Senator Munpr. What I was trying to arrive at, Mr. Williams, was 
what had happened to the financial structure of the company if they 
started out in 1944 with sufficient credit and assets to justify a Govern- 
ment loan of $1,671,000, and 4 years later had arrived at such a point 
that its appraised value was only $1,204,000; and its agency loan value 

$576,000, or about a third of the value of the loan that ‘the Government 
paid it 4 years ago? 

Mr. Witutams. Well, I think that $1,671,000 is a figure you have to 
take into consideration with reference to the maximum amount they 
could get out at one time. It was revolving accounts receivable and 
contracts from time to time, so that they never could have taken down 
the total amount involved. A million dollars of it was more or less of a 
revolving nature, you see. 

Senator Munpr. Well, even if you take the other figure of $630,000, 
the maximum they could take out, that is still getting close to $100,000 
more than the Government was willing to loan it in 1944, more than 
its agency loan value was 4 years later. 

Mr. WituraMs. Right. 

Well, the point is they were supposed to be a hundred percent on 
war work during the war period, and it was hard to get printing, as it 
was everything else, and they had a flourishing business, and one of 
the difficulties they h: id after the war was to convert from the wartime 
economy to pe acetime operations. 

For instance e, they started off, let us say, a hundred percent on Gov- 
ernment work. Well, during the war it was probably 80-percent 
Government and 20-percent commercial. 

By the time we got into the picture it was about the reverse, 80- 
percent commercial and 20-percent Government, and their volume had 
dropped down, you see. I think you will find that there was some 
improvement in the situation at the time we got into it because they 
had accumulated more collateral in the form of machinery, and so 
forth, but essentially the difference in the picture was the volume of 
the business. 

Senator Horny. Mr. Flanagan, do you want to ask any questions? 

Mr. Franacan. In the fall of 1948 when American Lithofold ap- 
plied for these next loans, were they making or losing money as a 
corporation ? 

Mr. Wituiams. They were losing money. 

Mr. FiranaGan. Can you tell from your figures there when they 
started to lose mone Vasa corpor ation ? 

Mr. Wittrams. I was primarily concerned with the immediate situa- 
tion, and in 1948 they lost about $21.000, and in 1949—of course, it was 
in the middle of that year that I was considering that—they lost 
$100,000, 

Mr. Fianacan. Let us go back to 1948. They lost $21,000 that year. 
I think that isthe { figure you gave, $21,000. ; 

Mr. Wintams. These should be very good figures because they are 
prepared by Price, Waterhouse, certified public accountants. 

Senator Munpr. No advertising. | Laughter. | 

Mr. WittiaMs. It shows in 1948 they lost $21.698, and in 1949, which 

was the year I was considering it, they lost $100,000. 
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Mr. FianaGan. Now, is one of the reasons that they had to come in 
and ask for this second loan because of the fact of their financial con- 
dition, that they were losing money and they needed a loan to keep 
going, is that not correct 

Mr. Witiiams. Well, they were usually hard-pressed for working 

capital, otherwise they could never justify paying 1 to 114 percent to 
a factor against a pledge of Government accounts. 

Mr. Franacan. During this year of 1948 when they lost money, can 
you tell from your records approximately how much was drawn out 
of the corporation by Mr. Blauner and the immediate members of his 
own family in wages and commissions / 

Mr. Wittiams. Well, 1948 Mr. Blauner was getting $12,000, R. J. 
Blauner; his son R. A. Blauner was getting $36,000 ; Mr. Bridell. his 
son-in-law, was getting $36,000. 

Subsequently in Apr il 

Senator Munpr. Let me ask you, Mr. Blauner got $12,000? 

Mr. Witiiams. Yes, sir. 

Senator Munpr. Then $36,000 and $36,000. Go ahead. 

Mr. Wiiu1aMs. The commissions paid during 1948 were $304,561.03. 

Senator McCietitan. On what volume of business ? 

Mr. WinutaMs. $2,769,000, 

Senator McCarruy. I do not believe you answered Mr. Flanagan’s 
question yet. He asked for the total withdrawn by Mr. Blauner and 
his family. 

Mr. WituiaMs. I am trying to get those figures, Senator, and I am 
going to have to give them in total, lam afraid, I don’t know whether 
I can break them down too fine. 

Mr. Fianacan. Can you break down how much in commissions, 
for example, Mr. Blauner’s son got, in addition to his $86,000 salary 
that year, and how much his secretary got in commissions that year? 

Mr. WitutaMms. In 1948, the total commissions, as I said, were $304,- 
561.03; and in 1949 they were $251,524.38 

Mr. FLranaGnan. Well, what we would like to do is to try to find 
out how much of that salary and commission was going directly into 
the hands of the Blauner family. 

Mr. WituiaMs. Well, I don’t believe I can break it down. 

Mr. Fuanacan. You and I discussed that yesterday, I believe, Mr. 
Williams. 

Mr. Witatams. That is right; and I have attempted from the rec- 
ords to do that, and in the time I had I could not break it down too 
far for you. I could go back to 1944 and 1945 and give you the exact 
figures, and I think ‘the percentage might be substantially in line 
with those. 

Mr. Fuanacan. Well, give us the 1944 figures, and give us some 
idea of how much this family was taking out of the corporation. 

Mr. Witurams. Commissions on sales for 2 years were credited to 
the following officers and employees i in 1944: R. A. Blauner—that is 
the son of R. J. Blauner—$125,493. 

Senator McCiettan. How much? 

Mr. WinuiaMs. $125,493 

Senator Nrxon. Excuse me, that included his salary and his com- 
missions ¢ 

Mr. Winutams. No, that was commissions. 
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Senator Nrxon. That was just commissions alone. 

Senator Munpr. What was his salary that year, still $36,000? 

Mr. Wiu1aMs. I think he started off at around $17,000, and proba- 
bly it was along that figure at that time. It was about $36,000 for 
the last 2 or 3 years. 

Senator Nixon. But in any event that figure then is not his total 
take from the corporation, the figure you just gave? 

Mr. Wiuu1ams. No, this is, according to the audited statement of 
Price, Waterhouse—this says commissions on sales for the 2 years was 
$125,493, in 1944, R. A. Blauner, vice president. 

In 1945 it was $108,903. 

Senator Munpr. Let us just stay on 1944 now and get all the Blau- 
ners in 1 year in one column. In 1944 the son of Blauner got about 
$140,000 salary and commission. What did Blauner get from the 
company, and the mother-in-law or son-in-law or— 

Mr. Wuiaustams. Mr. Leschen was the president, and he was the 
father-in-law of R. A. Blauner, the son of R. J. Blauner. 

Senator Munpr. <All right. 

Mr. Witu1aMs. Mr. Leschen only got $6,000, but was not very active 
in the company, and no commissions. 

Senator Munpr. You have not given Mr. Blauner, senior. 

Mr. Wiutuiams. Mr. A. M. Bridell, who was the son-in-law of R. J. 
Blauner, in 1949 got $14,777 in commissions. According to my recol- 
lection of the figures he always drew a pretty good salary. I never 
saw where his salary was less than $36,000. 

Senator Munpr. $36,000? 

Senator McCanrruy. Let us get up to 1948. 

Senator Munpr. Let us get 1944 together, because we have not got 
1948. 

We have not got Mr. Blauner, senior; we have got the son, the 
father-in-law and son-in-law. 

Mr. Witi1ams. Miss Katherman, the secretary to R. A. Blauner, 
got $107,246. 

Senator Munpr. Who did? 

Mr. WituraMs. K. Katherman, the secretary to R. A. Blauner. 
Senator Munpr. Is she a relative? 

Mr. Wiiu1aMs. I don’t know, sir. 

Senator Munpr. I think we are interested just in the family rela- 
tionship, not all the employees. I would like to get in 1944 the whole 
family. 

Mr. Wixiams. R. A. Blauner at that time was geting $12,000 a 
year, as he was all the way through the picture, and he got com- 
missions of $18,000 to $20 000. I don’t have the exact figures. That 
is the 1944 situation. 


the same thing, R. A. Blauner, the son, got $108,903, and A, M. 
Bridell, $16,899. 

In these years, 1944 and 1945, R. A. Blauner got about 30 percent 
of the total commissions that were paid by the company, and his 
father about 10 percent, and A. M. Bridell about 5 or 6 percent. 
Senator McCarrny. And the secretary, what percent 

Mr. Wituiams. The secretary got $98,000 in 1945, and that is why 
I was going back to those, because the-—— 


In 1945, Mr. Leschen got the same thing; R. J. Blauner got about 
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Senator McCarruy. Do you know what the secretary was doing, 
what her tasks were / 

Mr. WituiaMs. Well, there was Atlantic Coast Sales was a selling 
agent for the company, and I think there was a B. and K. Supply 
Co. That was named after, apparently, R. A. Blauner and Karen 
Katherman; B. and K. Supply Co., they were selling : gents. 

Senator McCarrny. Wait a minute. My question is this: If you 
were making a loan of half million dollars, and the secretar y is getting 

$100,000 a year, you would naturally check to see what her duties 
were. I am curious to know whether she was out on the road selling 
or working in the office. 

Mr. WicttaMs. She was selling; she was a salesman. 

Senator McCarrny. The secretary was a salesman / 

Mr. Witurams. Yes, sir. 

Senator McCarruy. Was she traveling as a traveling salesman / 
I do not get the connection. Wasshea secretary orasalesman! You 
must have checked that before you went into this loan. 

Mr. Wixuiams. Yes; she was Mr. R. A. Blauner’s secretary, but 
she was also a salesman and was interested with him in B. & K. 
Supply Co., and she traveled, and I think had headquarters here in 
Washington, and worked out of New York also. 

Senator McCarruy. I see 

Mr. Witu1ams. Now, 1948, the total commissions were $304.000, 
and if you used—the sales were about the same, which would indicate 
the commissions were about on the same basis, because I don’t think 
the basis for the commission was ever changed until the last loan 
that was made, probably. 

Senator Hory. All right. 

Now, can you come down to the application on December 8, 1948? 
What was the recommendation then? 

Mr. Wiiu1ams. On December 8, 1948, examiner—— 

Senator Munpr. May I interject 1 minute, Mr. Chairman? If I 
understand the testimony at the time of this application that you are 
about to discuss was nae the company was losing around a hundred 
thousand dollars a yea 

Mr. WiLuiaMs. They had lost $21,000 in 1948, and in the year that— 
this was the tail end of the year when we were consider ing this appli- 
cation, sir. 

Senator Horry. Then in 1948 they lost $100,000. 

Senator Munpr. In 1949 they lost $100,000. 

Mr. Wi..aAms. Yes, sir. 

Senator Munpr. During this interval, the Blauner family was 
drawing down in salary and commissions from $225,000 to $250,000 
a year; at least over twice their total net loss. 

Mr. WriutaMs. Yes, sir. 

Senator Munpr. So that we are now considering a loan which is to 
provide them with Government funds so that they could pay them- 
selves the salaries and commissions, it looks like to me. 

Mr. WitiraMs. We didn’t make the loan at that time. 

Senator Munpr. I notice the loan was declined. 

Mr. WituraMs. That is right. 

Senator Munpr. I am just trying to get the basis for the loan. I 

can well understand why the loan was declined. 
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Mr. WitiiaMs, Yes, sir. 

Senator McCarrny. Was the secretary still being paid at about 
that rate of commission in 1948 and 1949? 

Mr. Witurams. The sales had dropped off some, and I don’t think 
their commissions were that high. 

Senator McCarrny. What would your estimate be of what the 
secretary got in, say, 1948 and 1949? 

Mr. Wiuiams. I will have to look that up, Senator. That might 
be unfair; I would not think it was anything like the $100,000; prob- 
ably half as much. ' 

Senator McCartruy. When you, as examiner, were checking, I note 
you recommended disapproval, but in determining whether you would 
approve or disapprove this loan, I assume that you went into that 
entire set-up, did you not ? 

Mr. Wituiams. I think so. 

Senator McCarruy. Do you have any memorandum or anything 
to indicate the services performed by the son-in-law who drew out 
$100,000, the son who drew out $100, 000 or thereabouts, and the secre- 
tary? Do you know what services they performed for the corporation ? 
Mr. Witaams. I think largely the son and son-in-law were sales- 
men: I don’t think they had practically anything to do with the opera- 
tion of the company, because one was in Chicago, one was in Wash- 
ington, and the plant is in St. Louis. 

Senator McCarruy. Did they work on a regular commission basis? 
Mr. Wituiams. They worked on the same basis as the others; they 
got stuff at fixed price and sold it for whatever they could get. 
Senator McCartny. I see. 

Mr. Franacan. Just to clear this picture up, in 1948 when this cor 
poration was applying for a loan, could you give us a rough estimate of 
the amount of commissions taken out by Blauner and the immediate 
members of his family? Was it $100,000 or $150,000 or $200,000 ¢ 

Mr. Witurams. Well, I would say it would be maybe $200,000 for 
salaries and commission and everything. 

Mr. Fianacan. And, we find that in the year 1948 when this cor- 
poration was losing $21,000, the Blauner family was drawing out 
approximate ‘ly S200,000. 

Mr. WituiAMs. Well, that may be a little high figure. The reason— 
I looked at the salaries and commissions long enough to determine 
that that was one source of the trouble. That is the reason why I 
imposed the condition that I did at the time I recommended the loan, 
and why I supposed that Mr. R. A. Blauner and Mr. Bridell resigned 
the day before the loan was disbursed, you see. 

I knew that their expenses were out of line, and the salaries, and so 
forth, and while I don’t recall all of the minute details and figures, I 
wasn’t going to be concerned with that because I cut them back, and I 
think when we get into the latter part of the case vou will determine 
that the matter of salaries and commissions was well taken care of. 
Senator Hory. Let us go now back to December 8, and follow the 
loan on that. 

Mr. Winiiams. On December 8, 1948, Examiner Thompson of the 
St. Louis loan agency recommended decline. 

On December 14 the review committee in the agency, and the 
agency manager recommended decline for three reasons—unbalanced 
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financial condition with disproportionate debt to net worth: record of 
net profits demonstrates applicant’s inability to service loan; three, too 
much of loan proceeds to be used to pay existing indebtedness. 

On January 13, 1949—— 

Senator Horry. On December 13, 1949. 

Mr. Witu1aMs. That is a typographical error; I mean, it should be 
January 13, 1949. 

Senator Hory. All right. 

Mr. Wixuiams. It took several weeks to process the application in 
Washington, and it didn’t get in until December, so it was about the 
middle of January or January 13, 1948——— 

Senator Hory. 1949. 

Mr. WititaMs. 1949 that the Washington examiner, Rochelle, rec- 
ommended decline, in which Washington examiner, Dickerson, con- 
curred, and so did the Washington Review Committee; and on that 
same date, the Board of Directors concurred. 

Now, that is what is known as the automatic decline because all up 
through the line everybody had said, “No,” and it merely went to the 
Directors so it could be entered in the minutes. 

There was no discussion, I don’t think, at all of the merits of the case 
whatsoever so far as the Directors were concerned. It was what we 
called an automatic decline. 

Senator Hory. All right. Then what followed ? 

Mr. WitiiaMs. Well, the next day Mr. R. J. Blauner asked that 
the application be reconsidered, or if he cannot make the total refund- 
ing loan, to see if we could make him a loan for $125,000. 

On the 18th of January, Mr. Anderson, an examiner in the Small 
Business Division, reviewed the request for reconsideration and, I 
think, he put most of this work—most of his work was with reference 
to the smaller amount, the $125,000, and that he recommended decline 
of the additional loan rather than the matter of the refunding loan. 

On the 26th of January 1949, Mr. Dodds, who was Chief of the Small 
Business Division, made probably one of the fairly thorough reviews 
of the entire situation, and he wrote a memorandum suggesting that 
consideration be given to $500,000 refunding loan or a $80,000 addi- 
tional loan against a second mortgage on the machinery and equip- 
ment, and a second mortgage on the land and buildings. 

On February 10, 1949, Mr. Repass, Washington engineer, was sent 
to St. Louis to make a personal appraisal and inspection, and he went 
over the plant, machinery, and all very carefully, and reviewed figures 
by two agency examiners, and the agency engineer, and came up with 
a figure of $978,893 as the appraised value of the land and buildings 
which, at that time, were in the name of Blauner and his wife, and the 
machinery and equipment, which was under pledge to RFC, and some 
inventories, and he put a loan value on the land, buildings, and ma- 
chinery, and equipment, including inventories, of $395,159, 

Mr. Burton, chief engineer, concurred in those { rity 

On the 28th of February 1949 Mr. Brodie had full access to this 
personal appraisal of Mr. Repass, and he recommended that the 
refunding loan be denied—be declined, as well as the additional loan 
for $125,000. 

The Review Committee went along with his recommendation, and 
the Directors concurred in the declining of the additional loan. 
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I think this was the first time that the Directors went into the merits 
of the case, because it was discussed, apparently, in detail, and that is 
when they voted 2 to 1 not to make the additional and refunding Joan. 

Mr. Fuanacan. Right at that point, Mr. Williams, could we quickly 
review the situation ? 

As I understand it—and you correct me if I am wrong—in Novem- 
ber of 1948 this corporation applied for a refunding loan of $548,000, 
and that loan was declined at all levels in the agency oflice in St. 
Louis 

Mr. WituiaMs. Right. 

Mr. Fianacan (continuing). Including the Review Committee at 
St. Louis. It came to Washington and it was declined by Examiner 
Rochelle, by Examiner Dickerson, and by the Review Committee, 
and was automatically declined by the Board of Directors. 

Mr. WiuiaMs. Right. 

Mr. Firanacan. And the very next day the corporation then came 
in and said—they changed their request and they said—“Give us 
either the $548,000 refunding loan or in lieu of that, give us $125,000 
as a working capital loan.” 

Mr. WitaraMs. Right. 

Mr. Fuanacan. And that loan was then considered and it was 
declined by Examiner Anderson, it was declined by Examiner Brodie, 
it was declined by the Review Committee. 

What about Examiner Herman? Did he not decline that loan also? 

Mr. Wru1aMs. Mr. Herman is an alternate with the Review Com- 
mittee. I think that they had asked him to look it over. There was 
some question about the purpose of the loan, and he did write a 
memorandum, but it was not dated, and he did recommend decline. 

Mr. Fianacan. Then we find that Anderson, Brodie, and Herman 
declined that second loan, and the Review Committee declined it, and 
it went to the Board of Directors on | February 28, and it was there 
declined by a vote of 2 to 1. 

Mr. WituraMs. That is right. 

Now, bear in mind that Anderson only looked at the $125,000 addi- 
tional loan. He was in the small business end of it. 

Mr. Fuanacan. Yes. 

Now 

Senator McCrierian. Let me ask a question. 

Mr. Fiuanacan. Go ahead, Senator. 

Senator McCietian. Mr. Chairman, let us identify the directors 
voting at that time on the loan. Who are the two who voted for the 
loan to be declined, and the one who voted to approve the loan on 
that phase of it? 

Mr. Witi1ams. Mr. Hise and Mr. Mulligan voted to decline the 
loan, and I believe Mr. Willett voted for the loan. 

Senator McCietian. All right. 

Mr. Fianacan. Now, during this same period of time in connec- 
tion with this second request which was an alternative request asking 
for $548,000 or $125,000, I understand from your testimony that Mr. 
Dodds prepared a memorandum in which he recommended that the 
loan could be made, is that correct ? 

Mr. Wirta1aMs. He didn’t recommend it. He suggested, which you 
might say would have the same effect, as Chief of the Small Business 
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Division—he suggested that he thought the agency’s figures with 
reference to the value of the land and the mac hinery were a little 
bit low, and that he thought that since some of the Forms, Inc., 
equipment had been transferred into the plant at St. Louis, that by 
effecting certain economies, and so forth, that it might be that we 
could make the $500,000 loan. 

He thought it would be adequately secured, and there was a reason- 
able basis that it could be repaid, and if we didn’t want to do that, 
why, he thought an $80,000 second mortgage loan on the same col- 
lateral would be adequate and secure. 

Mr. Fuanacan. A working capital, in other words. 

Mr. Witu1aMs. A working capital. 

Mr. Fuanacan. He said you could either make a half million dollar 
refunding loan or an $80,000 working capital loan. 

Mr. Witxiams. That is right; and he expressed a preference for 
the refunding loan. 

Mr. Fuanacan. At that time, was that loan being handled in the 
Business Loan Division of the RFC? 

Mr. WitutaMs. It was being handled by RFC proper, and handled 
by the Office of Loans in the Washington office, and handled by the 
St. Louis loan agency of RFC in St. Louis. 

Mr. Fuanacan. I am talking about in Washington in February 
of 1949, where was it being handled ¢ 

Mr. Wiuuiams. Any loan over $100,000 has to be handled by the 
Office of Loans proper. The small business is largely limited to 
loans of $100,000 and less. 

Mr. Fianacan. I understand that. So this loan was being handled 
on the Business Loan Division. 

Mr. WituiaMs. That is right. 

Mr. Fianaean. Is that correct? 

Now, we find, do we not, that Mr. Dodds, who is in the Small Busi- 
ness Division is writing memoranda in connection with this loan. 

Mr. WruuraMs. That is right. 

Mr. FianaGan. Can you explain why he was doing that, in view 
of the fact that he was not in the division that was handling the loan ‘ 

Mr. Witut1amMs. Well, he is here and can speak for himself, but I 
think it was just a question that they had confidence in his judgment 
and his ability, and like any good organizi oo they would ask for an 
opinion from somebody, and, particularly, because there might be 
a possibility of making the working capital or smaller loans for less 
than $100,000, they would just like to have Mr. Dodds’ opinion as to 
what the situation was. 

Mr. Fianacan. Was it not a fact that they had already had the 
loan in the hands of the three examiners who had declined it? 

Mr. WitutaMs, That is right. I think if you will review the files, 
you will find in the administration and servicing maybe 15 and 20 
of them had handled specific transactions in the course of handling 
this loan, see ? 

Mr. Fuanacan. All right. 

Now, going on, you say that on February 28 the request for a loan 
was declined by a vote of 2 to 1. At that time did the Board have 
before it the declining reports of Mr. Brodie and these others? 

Mr. WitttaMs. Yes, sir. 
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Mr. Fianacan. Did it also have Mr. Dodds’ memoranda suggest- 
ing it? 

Mr. Witi1ams. Yes, sir. A mimeographed copy of Mr. Dodds’ 
memorandum was attached to Mr. Brodie’s report, and I think it was 
discussed ; the whole picture was gone into at that time. 

Mr. Fuanacan. All right; now proceed. 

Senator Nixon. Excuse me, but at that time it also had before it 
the report by Mr. Repass—— 

Mr. Wiiu1aMs. Yes, sir. 

Senator Nixon (continuing). You indicated a moment ago, the loan 
value of the land, the buildings, the machinery, the equipment, and 
the inventory was $395,000. 

Mr. Witurams. That is right. 

Senator Nixon. Whereas the company at that time owed $409,000. 

Mr. Witurams. No; the company at that time owed $140,000 balance 
on the SWPC loan; yes, I think that is about all they owed the RFC 
at the time. 

Senator Nixon. They owed the RFC, but they had an inventory loan 
with the Heller Co., they had a repurchase loan. 

Mr. Wititams. That is right; yes, sir. 

Senator Nixon. My point is that the company at that time owed the 
RFC and individual creditors $409,000, and Mr. Repass’ estimate of 
the loan value was $395,000. 

Mr. WituraMs. That is right. 

Senator Nixon. So the decision coming before the RFC Board on 
February 28 was in regard to whether or not $80,000 more should 
be loaned in the light of this evidence that was before it. 

Mr. Wittiams. That is right; but there is a very important matter 
that you must take into consideration. 

Mr. Repass did not assign any recovery whatsoever to the good 
accounts receivable and the inventory that was pledged to Heller & 
Co., so that if you take the value of some of the assets that the factor 
had, I think you will find that probably so far as collateral is con- 
cerned there was adequate collateral. 

Senator Hory. Now come down to March 3. What action was 
taken / 

Senator Munpr. He assigned $250,000 to inventory, according to 
this sheet that I have before me. 

Mr. Wittiams. Well, they had some inventory that was pledged 
and some that was unpledged. 

Now, I would not be spec ific, but if vou take out the inventory in 
the factor’s account, why, there was still a lot of good accounts that 
they had pledged that would kick up the amount of value that you 
could assign that would be available to us. 

Senator Munpr. As a matter of fact: Mr. Repass assigned $80,000 
more in inventory than a few months previously, November 19, had 
been assigned, 

At that time it was $177,000, and that was November, December, 
January, February, 3 months later, Mr. Repass gave them credit for 
$50,000 more inventory than they had 3 months previously. 

Senator Horry. Repass had only $150,000, 

Senator Munor. I am talking about appraised value. 

Mr. WiiuiaMs. I believe we can reconcile that, sir. 
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Senator Munpr. The other figure you mentioned was $151,000. 

Senator Hoey. Yes, sir. 

Mr. WutaMs. What was the next thing to be taken up ‘ 

Senator Horry. I want you to come down to Februar y, 1949, when 
the directors approved—I should say March, 1949, when the directors 
approved the additional loan. 

Mr. Wrmuii1aMs. Apparently it was declined on a Friday, the 28th, 
and on Monday, it was reconsidered, and the $80,000 smaller amount 
was approved by a vote of 3 to 1. 

Senator Hory. Who voted for and who against ? 

Mr. Witiiams. Mr. Hise, Mr. Mulligan, and Mr. Willett voted for 
it, and I believe Mr. Gunderson voted against it. I think you can 
substantiate that from the Secretary's records, but that is to the best 
of my recollection. 

Senator Hory. All right. 

At that time, the approval was made for an additional loan of 
$80,000. 

Mr. Witu1aMs. Yes, sir. 

Senator Hory. All right. Now, what happened following that ¢ 

Senator Munpr. Before you go beyond that, Mr. Chairman, let me 
see if I have it right. Ona Friday it was disapproved by a vote of 
2 to 1, and on a Monday, the same loan was approved by a vote of 
dtol. 

Mr. Wixurams. Not the same loan. On Friday, the $548,000 re- 
funding, and an additional loan of $125,000 was disapproved, and on 
Monday an additional loan of $80,000 was approved 3 to 1. 

Senator Nixon. And there was no new evidence presented between 
the Friday and the Monday. 

Mr. WitaiAMs. I would hardly think so. 

Senator Munpr. No substantial change for the better in the com- 
pany’s financial picture, I would assume ¢ 

Mr. Wiutams. That would be indicated. 

Senator Hory. Now come to June 30, 1949. 

Mr. WitiraMs. June 30, 1949, the borrower submitted an application 
for a refunding loan of $500,000. The purpose of that loan was to 
pay the existing RFC loan of $80,000, less whatever payments, and the 
SWPC loans—three of them—totalling $219,611.46. 

The second thing was to refund the first mortgage loan on the land 
and buildings. It had been repaid down to $38.386.65. 

It was to refund a loan from Heller & Co., that was probably inven- 
tory and accounts receivable advances, of $178,244.20. 

The balance was for working capital, $63,757.69, for a total of 
$500,000. 

Senator McCarruy. Mr. Chairman, may I suggest just for the 
purpose of saving the time of all the members of the committee, who 
have a copy of this testimony, that it be inserted in the record without 
the necessity of this man’s reading it, and I am sure that the committee 
will question him in detail on it anyway, and we can save a great deal 
of time on it. 

Senator Hory. I will be glad to have it inserted, but TIT thought 
probably the committee would want to get some estimation from this 
man, 

Senator McCarrny. All we are doing is reading it for 2 years, 
when we can insert it. 
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Mr. Wits. I will try to be very rapid with the rest of it, sir, 
if you like. 

Senator Horry. We will proceed this way then. The collateral offer- 
ed for the new loan may be inserted in the record, as shown on this 
sheet, and you will not need to bother with that. 

(The information referred to follows :) 

Collateral offered for new loan: Land and buildings cost $85,000, machinery 
and equipment, $679,283, for a total of $764,283; net book value, land and build- 
ings, $85,000, machinery and equipment, $392,953, for a total of $477,953; ap- 
praised value, land and buildings, $319,430, machinery and equipment, $752,474, 
for a total of $1,071,904; and agency loan value, land and buildings, $95,829, 
machinery and equipment, $170,646; making a total of $266,475. 

Senator Hory. Now, with reference to the other collateral, it was on 
Government and commercial accounts receivable and warehouse 

receipts on paper and carbon paper inventories, the amount and bases 
to be determined by RFC. 

Now, come down to July 29, 1949. 

Mr. Wituiams. Examiner Thompson recommended—— 

Senator Munpr. Before we leave this figure, I wonder if we can 
have some explanation as to why, in a period of about 6 months, the 
agency loan value of this company had dropped from almost $400,000 
to $266,000 2 

Mr. Witu1ams. Well, you were dealing with different collateral 
there. They had accounts receivable in the other picture, and this 
time it was land and buildings and machinery and equipment, and I 
think—— 

Senator Munpr. Why do you use a set of factors in one table differ- 
ent from the other ? 

Mr. Witiiams. Well, in applying for the second loan, the applicant 
offered us the first mortgage on the land and buildings, and a chattel 
mortgage on the machinery and equipment, and offered to pledge 
Government and commercial accounts and warehouse receipts on paper 
and carbon inventory on a basis that it be satisfactory to us, so it was 
considered on the basis that they applied for. It was a little bit 
different maybe from the other one. 

Senator Munpr. I see. 

Mr. Witu1ams. Now, Mr. Thompson turned it down again for the 
same reason he did originally, and then he added two others, one, lack 
of close managerial supervision. Mr. R. J. Blauner was in Chicago 
a lot of the time, and he thought he should be in St. Louis a little more. 

Senator McCarruy. Will you speak a little louder? I cannot hear 
a word you say. 

Mr. Witt1ams. Mr. R. J. Blauner operated out of Chicago most of 
the time, because he had another company there, American Carbon 
Paper, and our examiner thought he should devote more time to the 
St. Louis end of it. 

He also had another reason for declining, and that was that the loan 
value was insuflicient for the amount of loan requested. 

Senator Hory. What action was taken by the review committee, 
and when? 

Mr. Wititams. On August 3, the agency review committee, three 
members, recommended decline. 

Senator Munpr. Is that a unanimous vote, do you know ? 
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Mr. Wiis. Yes, sir. Well, the only three members were there, 
I suppose, and they all voted ag: ainst it. 

Senator Munpr. That is right, unanimous. 

Mr. WiuiaMs. On August 9, 1949, agency manager Alexander rec- 
ommended decline. 

Senator Munpr. Is that in St. Louis? 

Mr. Wituiams. Agency manager. 

On September 19, 1949, I recommended a loan for $465,000, $285,- 
000 against the first mortgage on land, buildings, machinery, and 
equipment, $180,000 on accounts receivable acc eptable to the agency 
manager at "80 percent of face, with an inventory at 70 percent of 
cost or market, whichever is lower. That is when I put in the stiff 
terms and conditions and cut the salaries back to $10,000, and the 
maximum of $75,000, and put the commissions on a commission basis 
satisfactory to the agency manager; in other words, more or less 
imposed the very stringent terms and conditions that he had sug- 
gested should be imposed in the event the loan was made regardless 
of his recommendations for decline. 

The review committee on the same day concurred with the agency 
in declining the loan, and on that same—— 

Senator Munor. Stop just a minute, Mr. Williams, right there, 
because you have got me a little bit confused. 

You did not recommend, did you, that you make a loan of $465,000, 
of which $285,000 were to be protected by machinery, building, and 
equipment worth only $266,000 ¢ 

Mr. Wuiams. Well, that is the way the record looks. 

Senator Munpr. That is the way it looks to me. I wondered what 
the explanation was. 

Mr. Wiuutams. That is taken care of at the time the loan was 
approved. 

Senator Munpr. How? 

Mr. Wiittams. Because I was up there discussing it, and I cut it 
back to $265,000, you see. 

Senator Munpr. I am just quoting what you read to us. 

Mr. Wiaiams. I am glad you called it to my attention, sir. 

Senator Munpr. You said you made a loan of $465,000 whic h was 
secured by $265,000 worth of machinery. 

Mr. Wiut1ams. You are exactly right, sir, but I was up there and 
talking the case over. 

Senator Munpr. Will you start over at the top of page 3 and give 
us the facts as they are, not as they appear to be, because this cer- 
tainly does not look like good business policy to me. 

Senator Hoey. It is corrected a little bit further, Senator. 

Mr. Witit1Ams. Could I say this, Senator, that we work up these 
reports, and there is no date on them, and they go to the review com- 
mittee, and there is still no date on them, and the date that they are 
going to the Board of Directors for consideration, that is the date 
stamped on them, so it couldn’t be that all of us could act on it one 
day, fata it usually is a week or 10 days in there, but it all bears 
one date, my recommendation. 

Senator McCarrry. Question: On September 19, did you recom- 
mend a loan of $465,000, of which $285,000 was to be secured by a 
first mortage on lands and buildings? 
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Mr. WituiaMs. Yes, sir. 

Senator McCarruy. You did. So that on that date you were 
recommending a loan of $285,000. 

Mr. Writ1aMs. Later on 

Senator McCarruy. Just a minute—to be secured by a mortgage 
on property valued at $265,000, is that correct, on September 1 / 

Mr. WiuraMs. That is right, but I think that 

Senator McCarruy. Wait a minute. Later on you changed your 
mind, did you not? 

Mr. Wiiu1aMs. The same day. 

Senator McCarrny. The same day. What caused you to change 
your mind ¢ 

Mr. WitttaMs. I think it was a typographical error probably be- 
cause I wanted an adequate security on the fixed assets and plenty of 
accounts in the inventory for the balance. 

Senator McCarruy. Let me ask you this: We have had some testi- 
mony about Polaroid cameras and hams and perfume. Did you get 
any Christmas presents from Green or American Lithofold ? 

Mr. Witurams. No, sir; I did not even get a cigar from these gentle- 
men. That is unusual because I smoke quite a bit, and I was asked 
to lunch a number of times. I don’t know that I just shunned them, 
but it is, unfortunate or otherwise, that I never found it possible to 
even have lunch with them. 

Senator McCarruy. Just for your own protection, to have this 
record clear now, none of the members of your family got any Christ- 
mas presents from either Green or American Lithofold ¢ 

Mr. Witi1ams. And no one else in the whole set-up. 

Senator McCartruy. You say no one else in the whole set-up ? 

Mr. Wittt1aMs. No, sir; nobody. 

Senator McCarrny. You mean nobody in the RFC? 

Mr. Wriu1aMs. I mean so far as American Lithofold or their repre- 
sentatives, | never received anything from them, directly or indirectly, 
at any time. 

Senator McCarrny. Just speak for yourself. Neither you nor 
any member of your family. 

Mr. Witt1aMs. Neither I nor any member of my family. 

Senator McCartny. You are not telling us that anybody in the 
RFC—— 

Senator Hory. He was saying nobody connected with American 
Lithofold. 

Mr. Witir1aMs. I was trying to amplify. You mentioned Mr. 
Blauner and Mr. Green, and I said nobody. 

Senator McCarrny. Did I not understand you to say that no one 
else in RFC got any gifts. ' 

Mr. Wiiu1aMs. No, sir; I don’t know a thing about the rest of them 
in RFC. I said nobody in American Lithofold, including the gentle- 
men that you mentioned, gave me or any member of my family any- 
thing at any time. F : Danes 

Senator McCarruy. Good. Nothing of value at any time? 

Mr. WititaMs. No, sir. 

Senator McCarrny. Do you know of any of the other employees 
of RFC or any of the members of the Board of Directors—— — 

Mr. Witiiams. No, sir: I do not. 
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Senator McCarruy (continuing). Who received any Christmas 
presents from Green ? 

Mr. WitutaMs. No, sir; I do not. 

Senator Munpr. Now, get back to this $285,000 item. Iam asking 
this mostly for your own protection because I am impressed by your 
very good approach to this problem. 

Mr. Wits. T hank you very much. 

Senator Mounpr. But I have to go on what you tell me, and I guess 
this is what your testimony is. 

Mr. Wuuiams. I hated to write it down, Senator, but it was in the 
record, and I had to do it. But in the conversation with the directors 
that day when it came down to approving that loan, I spelled out here 
for you that while on September 19 there was a tie vote, and it was 
deferred until the 22d, and again to the 29th for a full Board, and 
finally on the 30th—— 

Senator Munpr. That is what I was driving at. Iam trying to find 
out whether at the time the directors, by a tie vote deferred it, whether 
they at that time had before them a request from you to loan $285,000 
on a $265,000 security or whether you had corrected it before that 
time / 

Mr. Wruu1aMs. Now, the reports were all typewritten, distributed to 
everybody, and you could not go and correct the figures. But when I 
presented it to them in person on the 30th of September, then in 
approving the loan for $465,000, it was specifically specified that $265,- 
000 would be against the fixed assets, and the $200,000 on acceptable 
accounts receivable at 80 percent, and we cut back the loan on the 
inventory to 50 percent instead of 70 percent. 

Senator Munpr. I understand that. But for those 11 days were 
the directors considering a loan then on which they could not make 
up their minds, and so they deferred it from day to day because they 
could not vote “No” and could not vote “Yes,” and they had a loan 
which was obviously, let us say, because of a typographical error in- 
correct, because the information which they had was wrong? 

Mr. Wiui1aMs. I do not think they were worried or concerned about 
it at all because we have a lot of them every day of this type, and others, 
but I believe the explanation is that Mr. Mulligan, whose health has 
not been too good for some time, and he was there sometimes and not 
at others, it was solely because Mr. Mulligan was not available; in 
other words, it was not a full Board. I don’t think there was any 
delay or any squabbling or any talking. I think it was just another 
case so far as they were concerned. 

When Mr. Mulligan was finally available to the Board, and they 
had five members, then we went into it thoroughly, and the final 
decision was made. 

Senator Hory. Now, Mr. Williams, after that was passed over—— 

Senator McCartny. Mr. Chairman, I would like to ask one question. 

Mr. Williams, $200,000 of the loan was against the inventory, 
acceptable accounts. 

Now, the latest figures we have on that is the February 10 report of 
Mr. Repass placing a loan value of $151,609 on the inventory. 

Mr. Wittams. He was talking about inventory in the St. Louis 
terminal warehouse at that particular time, you see. 
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Senator McCarrny. Do you have any figure any place to show that 
the inventory had increased to the extent “that you were justified on 
September 30 in loaning $200,000 on that inventory ? 

Mr. Wuttams. Yes, sir; we knew that they had borrowed about 
that amount of money from the factor, and, of course, if they couldn’t 
give us the good accounts at 80 percent, why, they could not take any- 
thing down. The $200 was a maximum amount; it was not a fixed 
figure. 

Senator McCarruy. I see. 

Senator Munpr. On September 19 it was deferred to a 2-to-2 tie vote. 

Mr. WititaMs. Yes, sir. 

Senator Munpr. On September 22 you say it was again deferred. 
Do the minutes show that it : as again a tie vote ? 

Mr. WuutaMs. No, sir. I don't think it was discussed any more. 
It was discussed on the 19th when four members were there, and they 
voted 2 and 2, and it was not discussed any more until September 30. 

Senator Munvr. Will you give us the identity of those 2 and 2 
votes ¢ 

Mr. Wuu1AMs. Well, the two who voted for the loan were Mr. 
Willett and Mr. Hise, and the two gentlemen who voted against the 
loan on the 19th were Mr. Gunderson and Mr. Dunham. 

Senator Munpr. And on the 22d it was deferred by any action of 
the board or what? 

Mr. Witu1aMs. They just said to the see retary, “We will defer final 
action on this until a full board is available.” 

Senator Munpr. And the same thing happened later? 

Mr. WituiaMs. Yes, sir. 

Senator Hory. Allright. Now, let us go down to October 17, when 
this loan was increased from the 
Mr. Wiiu1ams. On October 17 Mr. Alexander, who, as you know, 
recommended against it all the way through, advised that if the loan 
is to accomplish its purpose, that is, eliminate Heller & Co. as a 
creditor and result in savings of interest and other service charges 
incident thereto, that that consideration should be given to ine reasing 

the loan on receivables and inventory to $300,000. 

Their business had picked up some in the meantime, and they had 
put up more accounts with Heller, and if we were going to try to save 
them the interest that they were paying of 15 to 18 percent, as against 
a normal 4, 5, or 6 percent why, the agency manager thought that we 
should increase the amount that we would lend against the receivables 
to $300,000. 

On November 14——— 

Senator Munpr. That pick-up in business had to take place in 2 
weeks. 

Mr. Wru1aMs. Sir? 

Senator Munpr. Between September 30 and October 17, that is just 
2 weeks. 

Mr. Wixu1Ams. No; but the application was filed way back on June 
30, and we only got around to it 2 months later. 

Senator Munpr. Yes; but you recommended the loan of $465,000 
on September 30. Mr. Alexander suggested an increase 15 days or 17 
days later, of $100,000; is that not correct ? ; 

Mr. Witx1aMs. That is right, but if their business had dropped off 
and they could not pledge but $100,000, we would not have made it 
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$465,000 instead of $365,000. It just happened that they had addi- 
tional good accounts to pledge, and there was no advantage in getting 
part of them from the factor and letting them pay high interest rates 
for the other. 

Senator Horry. After that was considered, what action was taken on 
November 14? 

Mr. Wiiui1AMs. On November 14, I recommended, in effect—went 
along with Mr. Alexander’s idea, and the directors, the review com- 
mittee, declined again, but the directors approved the increase of the 
$100,000. 

Senator Hory. What was the vote at that time? Do you have that 
vote ¢ 

Mr. Wuu1aMs. I am sorry, Mr. Chairman, I don’t believe I have 
that vote. I want to point out that we didn’t just kick it up $100,000 
with no more collateral. They still had to put up good accounts at 80 
percent of face and inventory at 50 percent of cost or market, which- 
ever was the lower. It was not just kicking up the loan $100,000 and 
no more collateral. 

Mr. FLANAGAN. On that vote, Senator, we have checked the records, 
and it shows that Mulligan, Dunham, and Willett voted for this 
increase, and Gunderson was also present and refrained from voting. 

Senator Hory. That will be entered in the record. 

Senator McCLe..an. May I inquire, you say you did not just kick 
the loan $100,000 without assets. 

Do I understand from that that you authorized an additional loan 
of $100,000 as additional assets were pledged ? 

Mr. Wuai1aMs. That is right, sir. 

Senator McCLeLLan. So that was the ceiling, and the amount 

Mr. Wiuu1aMs. That was a ceiling. 

Senator McCLeLtan (continuing). And the amount they could 
draw’ down out of that $100,000 depended on their delivering the 
assets, pledging their assets. 

Mr. Wiuu1aMs. That is right, sir. If we were going to do a joo 
we should do it, and it took possibly that much to balance up the entire 
picture. 

Senator Hory. I believe you indicated that on January 5, 1950, R. J. 
Blauner and Bridell resigned as officers—the son and son-in-law. 

Mr. Wittrams. Yes, sir. 

Senator Hory. Was that in accordance with some suggestion you 
made in reducing expenses / 

Mr. WititaMs. Their salaries, as I looked at it, were well over 
$125,000, and I had told Mr. Blauner that I could not see the salaries 
and the commissions, and I cut it $50,000 to $75,000, and by him 
staying on and Mr. Leschen and his secretary and other people, I 
assume they could not get all the salaries in there, and the only way 
to stay within the $75,000 limitation was for two of them to resign. 

Senator Hory. All right. 

Now, in disbursing this loan, when was the disbursement made and 
for how much? 

Mr. Witi1ams. The disbursement was made on January 6, 1950, for 
$446,695. That was the $265,000 against the first mortgage on all 
the fixed assets, and they had enough accounts from the inventory 
to take down the balance; and later on, I think, we advanced substan- 
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tially all of the $565,000, but that was all that they had right at the 
moment. 

Senator Hory. All right. 

Now, has this loan been paid in full? 

Mr. Wituiams. We got monthly reports from our St. Louis loan 
agency—well, the answer is, yes, sir. We got monthly reports from 
our St. Louis loan agency saying there were no violations of any of 
the terms and conditions. 

Senator McCartuy. Has this loan been paid ? 

Senator Hory. Yes. He is telling the facts. Go ahead. 

Mr. WituiAms. And all the interest and principal payments were 
made on the due date, and by August 31, 1950, about 9 months later, 
they had reduced the loan by regular payments without release of any 
collateral, to an unpaid balance of approximately $520,000, which 
they repaid in full. 

Senator Hory. Now, then, the loan was settled, interest and prin- 
cipal in full? 

Mr. WituraMs. Yes, sir. 

Senator Hory. And the Reconstruction Finance Corporation did 
not lose any money on this loan ? 

Mr. Wuuiams. For the first time since 1944, American Lithofold 
was no longer a borrower from the Government, yet. was a going con- 
cern and employing gainfully some three or four hundred people. 
I think we did a job. 

Senator Hory. Now, Mr. Williams, in connection with the handling 
of this loan- who, representing the American Lithofold Co., ever dis- 
cussed this with you? 

Mr. Wit11aMms. Shortly after it was assigned to me, Mr. Prince 
called me into his office and introduced me to Mr. R. J. Blauner and 
Cecil Green. They said they would like to discuss the application. 
I said I didn’t know enough about it, that they would have to come 
back in a few days. 

They came back in a few days, and I told them substantially what 
I have told you gentlemen, that the salaries are out of line, the com- 
missions are out of line, and we would have to cut back here and get 
business. 

Senator Hory. You discussed this business. What I am getting at 
is who you discussed it with. You discussed it wth Mr. Blauner and 
Cecil Green. 

Mr. WriutaMs. Mr. Blauner was there at the first conference and 
Mr. Green; Mr. Green was just there. 

At the second meeting, Mr. Blauner was there himself, and he is the 
only gentleman in the whole or ganization that I ever discussed any- 
thing with so far as American Lithofold. 

Senator Hory. Did you ever discuss it with anybody not in the 
organization ? 

Mr. WitutaMms. No,sir. I may have discussed it around the building 
there, with our own people, but nobody outside of the organization. 

Senator Horry. Did Mr. William M. Boyle ever confer with you, 
either directly or indirectly, in regard to this loan? 

Mr. Wititams. No, sir. I have not had the pleasure of meeting 
him or Mr. Gabrielson, either one. 

Seantor Hory. Did Mr. Siskind, an attorney in Washington, ever 
discuss this loan with you? 
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Mr. Witu1ams. I know Mr. Siskind. I have seen him on another 
case that did not go through, but he never mentioned American Litho- 
fold, and I did not have the remotest idea that he had any connection 
whatsoever with American Lithofold. 

Senator Hory. Did anybody in connection with the National Demo- 
cratic Committee or National Republican Committee, as you indicated, 
ever discuss this loan with you 4 

Mr. WituiAms. No, sir; directly or indirectly. 

Senator Hory. I did not want to ignore the Republicans. 

( Laughter.) 

Mr. Wituiams. I would also say that while I know Mr. Merle Young, 
that I didn’t know until I read in the St. Louis Post Dispatch that 
he had made any Inquiry about it at all. He never approached me 
at all at any time. The only person I ever discussed it with, so far as 
I can recollect, is back a few years ago, and if I have not been too 
specific, I have done the best I could—the only person that I ever 
talked with was R. J. Blauner. I don’t recall even talking with any 
of the directors about it. 

Senator Hory. All right. Any further questions ? 

Senator McCarrny. Yes. 

Mr. Williams, the evidence which we have had before us indicates 
that the Government business of the Lithofold Co. increased by leaps 
and bounds in 1949 and 1950. 

Question: In view of the fact that between September 30 and 
October 17 you decided that the outstanding accounts receivable was 
such that you would be justified in loaning another $100,000, may I 
ask you this question: Do you know whether or not this great im- 
provement in business was because of additional Government con- 
tracts in that period of time? 

Mr. Witurams. No, sir; Ido not. As a matter of fact, the informa- 
tion about the kick-up in the amount, $100,000, came from Mr. Alex- 
ander. ‘They would probably be able to supply you the details, be- 
cause it was on the basis of their information that they had had in- 
creased business, and they had had to borrow more money from the 
factor and would need $100,000 more 

Senator McCartruy. Do you know whether the accounts receivable 
were largely accounts receivable from the Government. Do 
know that ? 

Mr. Wititams. I think they were about 50-50 at the time I reviewed 
them, and one thing that impressed me very much was that 

Senator McCarruy. For your benefit, just for your benefit, the 
testimony taken so far does not indicate they were 50-50 at that time. 

Mr. Wittiams. No; it indicated they were a hundred percent, and 
then they were 80-20, and then it reversed from 20-80, but I say 

Senator McCarrny. For your benefit again there is no testimony— 
the testimony does not indicate that either. There never 
80-20, is that correct, except your own testimony / 

Mr. Wituiams. That is right, sir. 

Senator McCarruy. Have you examined the books of the company, 
do you know? 

Mr. Wittrams. I never examined the books of the company, but we 
had a list of the accounts receivable. 

Senator McCarruy. Yes. 
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Mr. Wituiams. And the startling thing to me was that a company 
would pledge an account to a factor from the Federal Reserve Bank of 
St. Louis or American Borg-Warner or Frigidaire Division of 
General Motors and a lot of nationally known concerns, and take 80 
percent, and when the account was paid, the factor would keep the 20 
percent in a cash account, and apply 80 percent on the loan, and they 
were paying 1 or 114 percent a month for that kind of paper. 

Senator McCarruy. Let us get back to my question, and if we can- 
not get it from you we will get it from somebody else. As I say, testi- 
mony before the committee to date indicates there was a tremendous 
increase in Government business during 1949-50. 

Now, something occurred between September 30 and October 17 
that decided you that you would recommend an additional loan of 
$100,000. 

My question is this: Was that because of increased Government 
business ¢ 

Mr. Wituiams. I do not know, sir. 1 think it was increased busi- 
ness. They were pushing sales; they were trying to get in the black, 
trying to make money, and I think the record shows they were trying 
to increase sales. 

I don’t know what percentage were Government or commercial, but 
1 think our St. Louis agency people probably could tell you the answer. 

Senator McCarruy. Are you aware of the fact that there was prac- 
tically no increase in the business with private concerns, but that the 
increase came almost exclusively because of additional Government 
business during that period of time’ Are you aware of that fact / 

Mr. WinuiaMs. No, sir; I was not aware of it. 

Senator McCarrny. Do you know anything about that situation ¢ 

Mr. Wiiu1ams. Nothing whatsoever. All I ever saw was the list 
of accounts and the contracts, and so forth, in the files. 

Senator McCarrny. But some of the accounts pledged were Gov- 
ernment accounts, right ? 

Mr. Wituiams. Yes, sir. 

Senator McCarruy. Just one other question: Then I understand 
that there was a firm loan of $265,000 made. That was secured by a 
mortgage; that the $300,000 was a maximum, and you loaned the 
$300,000 as they would bring in accounts to you and pledge the 
accounts. 

Mr. Wituiams. That is right, sir. 

Senator McCartruy. Yes. 

Senator Hory. Any further questions? 

Just one question: Mr. Williams, did the records show what fees 
for attorneys were paid in connection with this by the Lithofold Co. ? 

Mr. Wintiams. Well, exhibit E in the files showed that there were 
no fees claimed, and so forth, and at no time was the RFC ever re- 
quested to approve any fee. To my knowledge no fee has ever been 
approved one way or another. 

Senator Hory. All right. Thank you very much, Mr. Williams. 

Mr. J. A. Toole? 

Senator McCieitan. May I ask you one question ? 

Senator Hory. I beg pardon, Senator McClellan. 

Senator McC.Letian. In the course of these proceedings in which 
you testified regarding loans and transactions with this company, have 
you ever been called by anyone outside of the corporation, as an attor- 
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ney or as an official of the Government or anyone else or to make a 
special request of you fora discussion of this loan with you ‘ 

Mr. Wituiams. No, sir. 

Senator McCLe.ttan. Had anybody contacted you in the course of 
your deliberations or considerations of this matter, all of these trans- 
actions, with the Lithofold Co. ¢ 

Mr. WituiaMs. No, sir. 

Senator McCie..an. That is one of the purposes of this investiga- 
tion, and I think we ought to have the answer to all of those questions. 

Mr. WituiaMs. So far as I am personally concerned, it was strictly 
a business transaction. I think it was a good one. It was paid in 
full, and while 1 may make mistakes, so far as this one is concerned, 
1 don’t think I would have done any differently if I had known how 
the outcome was going to be. 

Thank you very much. 

Senator Hory. Thank you, Mr. Williams. 

Mr. Toole ¢ 

I will state to the photographers that Mr. Toole has had a recent 
illness, and he does not wish his picture to be taken. 

Senator Nixon. Before Mr. Williams leaves, can I ask him one 
question ¢ 

Senator Horry. Yes. 

Senator Nrxon. Mr. Williams, how often did you discuss this loan 
with Mr. Green? How many times did you discuss this loan, approxi- 
mately, with Mr. Green ¢ 

Mr. Wittiams. I never discussed it with him at all. He was just 
with Mr. Blauner, and I never knew he knew any of the details. He 
was just there the first time; he didn’t come back the second time, and 
I never discussed it with him. 

Senator Nixon. You never discussed it with him ? 

Mr. WiuutaMs. Yes, sir. 

Senator Munpt. Do I understand the loan was paid in full on 
August 31, 1950? 

Mr. Wituiams. Yes, sir; every payment and all interest on the 
dot. 

Senator Hory. All right. 

Mr. Toole, you will stand up, please, sir. Hold up your right hand. 
Do you solemnly swear the testimony you will give in this hear 
ing shall be the truth, the whole truth, and nothing but the truth, so 

help you God ? 

Mr. Toore. I do. 


Senator Hory. Give your name and address to the reporter. 


TESTIMONY OF JOHN ERNEST TOOLE 


Mr. Toor. Yes, sir. John Ernest Toole, 820 Park Avenue, New 
York City, N. Y. 

Senator Hory. Where is your residence? Has it been in New York 
for several years ¢ 

Mr. Toon. Well, for the past 4 years at that same address, 820 
Park Avenue. 

Senator Hory. Yes. 

Mr. Toots. Prior to that time, for about—excuse me—about 214 
years, I made my headquarters at the Governor Clinton Hotel. 
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I had previously lived in Washington, D. C., for about 11 years 
before going to New York, after becoming associated with this com- 
pany. 

Senator Horny. Mr. Toole, what was your connection with the 
Smaller War Plants? 

Mr. Tootz. With the Smaller War Plants I seem to have had a 
double-barreled title. I was first inducted into office with the title, so 
the form indicated, of assistant chief loan agent. Subsequently, for 
some reason, 2 correction came out headed chief loan analyst, and that 
is the way the record stands. 

Senator Hory. What was your salary with the War Plants? 

Mr. Toor. $5,600. 

Senator Hory. $5,600. What time did you resign from that posi- 
tion ¢ 

Mr. Tooix. It was sometime early in November 1944. 

Senator Hory. When you resigned from that position or after you 
resigned, at what time did you become connected with American 
Lithofold ¢ 

Mr. Tooter. Almost immediately, with a short time to arrange a 
few personal matters. 

Senator Hory. What salary did you receive from the American 
Lithofold Co. ? 

Mr. Toor. $8,500. 

Senator Hory. $8,500. 

I am going to ask Mr. Flanagan to examine you about the details 
with which he is familiar. 

Mr. Fuanacan. Mr. Toole, in the fall of 1948 were you given any 
special task by the American Lithofold Corp. with regard to their 
desire to obtain an RFC loan? 

Mr. Tooter. In the fall of 1944? 

Mr. FLanaGan. 1948. 

Mr. Toor. 1948; Lam sorry. Yes, I was. 

Mr. Fuanacan. Who assigned to you the job of trying to put 
through this RFC loan whie h they were desirous of obtaining? 

Mr. Toor. Mr. R. J. Blauner, then vice president and general 
manager, who had active charge of all business of the corporation, 
executive matters, 

Mr. Fuanacan. And at that time you were treasurer of the com- 
pany, were you not ¢ 

Mr. Toorr. Yes, sir. 

Mr. Franacan. At that time, in the fall of 1948, did you maintain 
a day-to-day diary of your activities ¢ 

Mr. Tooter. Yes, sir; I did. 

Mr. Franacan. And that diary, as I understand it, was written in 
longhand by you? 

Mr. Tootr. Yes. 

Mr. Franacan. And you were in the habit of making entries in this 
diary from day to day as matters would occur? 

Mr. Tootr. Well, it was in no sense a matter of inditing or reciting 
records of all matters that happened ; just sort of an informal account 
of things as happening in my family and otherwise. 

Of course, there were in little matters of business, I put that down, 
too, but with no view of keeping an accurate record. 
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Mr. Franacan. This diary not only included your personal affairs, 
but references to your business transactions. 

Mr. Tooter. Quite often ; yes, sir. 

Mr. Frianacan. I might state for the record that members of our 
staff have examined that diary thoroughly, and because of the fact 
that a large part of it refers to personal matters we did not feel it 
proper to place that in the record, so we have extracted from that 
diary every reference to the loan, and his operations with the Ameri- 
ean Lithofold Corp., and we have typed them up and proofed them 
against the diary, and any references I make here are direct quotes 
from his own diary. 

Now, Mr. Toole, I think it would expedite things—I know you 
have a copy of these excerpts from your diary there—if we would 
refer to this diary and go through certain statements in the diary 
which will indicate the handling of this loan and your contacts with 
certain officials in the RFC. 

I will refer you first to December 17, 1948. 

Mr. Tooter. December what ? 

Mr. FranaGan. December 17, 1948. 

Mr. Tooter. Yes, sir. 

Mr. Fuanacan. So that we will get the dates straight, according to 
our chronology that is about 3 or 4 days after the St. Louis agency 
had decfined this loan, and I read this passage from your diary. It 
starts on the second line of that day : 


forwarding of our loan papers from the St. Louis agency of RFC to headquarters 
in Washington. He said this information came from Director Willett via his 
friend Jim Finnegan. My own wish expressed several times to R. J. B. has been 
that he should not undertake to use any iniluence with Howard or any Wash- 
ington RFC official on this loan. My feeling is that I have the confidence of the 
leading officials of the RFC to get all the consideration to which we are entitled 
and any “pressurizing” of a political nature would be in extremely poor taste. 

Senator Nrxon. Excuse me, Mr. Chairman, what is the date of the 
entry that was just read ? 

Mr. FLANAGAN. December 17, 1948. 

Mr. Toole, do you now have any independent recollection of this 
telephone call from Mr. Blauner ¢ 

Mr. Toor. Yes; I havea fair recollection of it. 

Mr. FLuanacan. At that time was Mr. Finnegan, to your knowledge, 
interested in assisting the corporation with this loan / 

Mr. Toore. Well, I could not say positively that I knew he was 
directly interested in trying to help negotiate the loan, but I knew 
he had some interest in it, if this is after the period of time which is 
mentioned in my diary that I met with R. J. Blauner and Finnegan 
and was requested by Blauner to apprise Mr. Finnegan of what I had 
been doing with the RFC. I am not sure, just glancing at this record 
now, whether that was after or before. 

Mr. Fuanacan. But this was before. 

Mr. Tooter. This was before. I am not sure then whether I knew 
he was interested at that time. 

Mr. Fianacan. In any event, this is the first news you had that the 
— papers were being sent from the St. Louis to the Washington 
omece, 


R. J. Blauner telephoned from Washington about 2:30 p. m. advising of the 


Mr. Toor. Yes, sir: that was my only knowledge that I got from 
Mr. Blauner on the phone. 
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Mr. FuanaGan. I might state that the record of the RFC, which I 
am looking at here, indicates that the papers were not actually re- 
ceived in Washington until December 20, 1949. 

To go on with the next entry in your diary—— 

Mr. Tooter, Not December 1948? 

Mr. Fuanacan, 1948. To go on with the next entry in your diary, 
December 21 

Senator Munpr. What year? 

Mr. Fuanacan. 1948. The next entry we will discuss is the one of 
December 21. Now, reading from the fourth line, Mr. Toole, you 
state this: 





Called on Ernest Howard at 3 o'clock and later had quite a session with W. J. 
Rochelle who had been assigned to handle our loan. Bill seemed to think it 
would be impossible to get the Directors to approve any loan against inventory 
or accounts receivable as these were distinctly banking loans. 

Now, who was Mr. Ernest Howard? 

Mr. Tooter. Ernest Howard, as I recall at that period, I think he has 
held several positions since I have known him—I might just inter- 
rupt my answer to say that I was with the RFC for 1014 years in 
the same office with Ernest Howard, is why my seeming knowledge 
and friendly relations existed between him and myself. But—excuse 
me, What was the exact question you asked me then ? 

Mr, Fuanacan. I said, What was Mr. Howard’s position at that 
time with the RFC? 

Mr. Tootr. I think he was manager of the Loan Division, if I am 
not mistaken. 

Mr. Fuanagan. And you had a discussion of your loan with Mr. 
Howard on that day? 

Mr. Tootr. Yes, sir. 

Mr. FuanaGan. Who was Mr. Rochelle? 

Mr. Toor. William J. Rochelle was an examiner. 

Mr. Fruanacan. And when you refer to “Bill” here, that “Bill 
seemed to think it would be impossible.” and so on, who was Bill? 

Mr. Tooter. Well, “Bill” was Bill Rochelle. We all were familiar 
and friendly, and called each other by our own names when we were 
well enough known to each other to do that. I called him Bill and he 
called me J. E. 

Mr. Fuanacan. And Mr. Rochelle was subsequently the man who 
declined this loan, according to this record ? 

Mr. Tooter. Yes, sir. 

Senator Nrxon. Mr. Flanagan, do I understand that you wish to de- 
velop the items in this diary or do you wish questions to be asked as 
they arise? 

Mr. FuanaGan. You can proceed as you desire. 

Senator Nrxon. With regard to the first entry that Mr. Flanagan 
read from your diary—— 

Mr. Tootr. Yes. 

Senator Nixon (continuing). What did you mean when you 
wrote “political influence” in your diary? What discussion had you 
had that led you to put that in the diary ? 

Mr. Tootr. Well, the words may seem more real and severe than 
they are actually, because in a diary I had no thought, I say, at the 
time that I wrote things down, that I would ever be called on to 
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testify about them. So, a good many times, while they were ac- 
curate, they were sometimes a little stronger in my expression just 
to be brief, rather than there was any real “meaning as to something 
political. It might not have any particular signific ance. But I 
meant to imply that, since I had been selected or elected treasurer of 
the corporation, had many years of experience, and so forth, in bank- 

ing matters, I thought I was competent in carrying on, and I felt like 
it was a slight reflection on my own position. 

Senator Nrxon. That is my point. What discussions took place 
which led you to make the statement that you did? 

Mr. Tooir. Well, I don’t recall any particular conversation that 
brought this to a head. 

Senator Nrxon. What type of political influence, or call it what 
you like, was contemplated? That was the point 1 had in mind. 

Mr. Toor. Well, this conversation that he brought up with Blau- 
ner on the phone, in which he said—— 

Senator Nixon. Yes. 

Mr. Toone (continuing). He had information from St. Louis from 
Stanhope that this thing had come, that a report had come to Wash- 
ington, he got that information through Finnegan, who, evidently, 
got it from Willett. 

Now, that information is supplied not as emanating from me, but 
probably originally from Stanhope, who evidently got it from some- 
body out there in St. Louis. I don’t know. 

Senator Nrxon. Apparently then, from your conversation on the 
telephone with Mr. Blauner, did you get the idea that Mr. Blauner 
was suggesting that possibly it would be nec essary to go around you, 
us you put it a moment ago? 

Mr. Tootx. No; not at that point. I did not so consider it then; no. 

Senator Nrxon. All right. Go ahead, Mr. Flanagan. 

Mr. Fuanacan. Reading further from your diary of December 21, 
you state this: 

Took Bill Rochelle and George Luce to Washington Hotel Sky Roon 


for 
lunch, at which time we spent another hour and a half discussing 


our loan 
problem. 


Now, who is George Luce? 

Mr. Tooter. George Luce was then, as I understand it, and is still, 
chairman of the Review Committee who passes on all loans before they 
vo for final action to the Board of Directors. 

Mr. Franacan. Do you recollect this incident where you and Mr. 
Rochelle and Mr. Luce spent about an hour and a half discussing 
this loan? 

Mr. Toor. I don’t know about the time, but we were old friends: 
probably spent much more time than we should have on it, but I 
remember going to that hotel with them, yes, as I did many times 
with many of those fellows up there. 

Mr. Fuanacan. Now, going to December 22, you state this: 


~— =e 


I took George Luce, chairman of the Review Committee, and Bill Rochelle, 
to the Sky Room at the Hotel Washington for lunch and a 2-hour discussion of 
our loan application. After lunch, Bill and I called on Ernest Howard, who 
suggested that Bill phone Charlie Alexander, agency manager in St. Louis, and 
tell him I was coming back to have the case reset—minus the inventory and 
accounts-receivable loan. 
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Am I correct in gathering from that statement that after you had 
discussed this case with Luce and Rochelle and Howard you decided 
it would be better to withdraw your request for an inventory and ac- 
counts-receivable loan ¢ 

Mr. Tooter. That was the consensus; yes. They seemed to feel that 
if this accounts-receivable and inventory Joan could be placed else- 
where, which was good current security, you know, and should be 
placed in a bank, that the RFC would be more receptive to a working- 
capital loan of a smaller amount. 

Mr. Fuanacan. Up to this point, did you feel from your conversa- 
tions with Mr. Rochelle, who was the examiner handling the case, 
that there was a chance that the loan would be approved ¢ 

Mr. Tooir. Well, I might say just generally, yes, although I am not 
so sure that was a good opinion. 

Mr. Franacan. Lam asking that in view of the next entry. 

Mr. Toor. Let me look at it, please. 

Mr. Franacan. Which we will read in a moment. 

Mr. Toor. The 23d of December? 

Mr. Furanacan. Yes. 

Before we go to the next entry, up to that point you did feel that 
Rochelle was more or less in favor of approving your loan ? 

Mr. Tooter. Well, 1 think he seemed to be fi Lirly well disposed about 
it. 

Mr. FLanaGan. Now we will go on to the 23 

Today I called on Rochelle again, and he seemed to have changed overnight, 
declaring the RFC would not entertain any request for additional working 
capital for our corporation until we could prove we were going to pay off 
Heller & Co.’s outstanding inventory and accounts-receivable loans now aggre- 
gating some $300,000. Tried to get Ernest Howard to agree to lend us the 
$100,000 new working capital without imposing the condition that we first pay 
off Heller & Co. 

Mr. Toor. Yes. 

Mr. Franacan. Do you have any independent recollection of that 
conversation with Rochelle when he seemed to have changed his mind ? 

Mr. Tooter. Yes: I think I remember that. I think he had, perhaps, 
compiled some additional data on his own investigation and through 
sources he had available there which showed that our company wasn’t, 
you know, making very much progress, and those two particular 
items already mentioned, inventory and accounts receivable, had 
already been excluded, and generally from other information he had 
he wasn't too sanguine about the loan anyway. 

Mr. Fuanacan. Then you went to your friend, Mr. Howard. 

Mr. Tooter. I went to him because I felt he knew operations and 
might make some suggestions which would be reasonable to meet to 
get some kind of working-capital aid or help. 

Mr. Fuanacan. At that time was Mr. Howard actually handling the 
loan ¢ 

Mr. Tootz. No; he was not actually handling it then because it had 
not reached him, but he was a sort of—not exactly a referee—I started 
to use that word—but a sort of authority before it went to the Review 
Committee. 

Mr. Franacan. Mr. Howard, at that time, was head of the Business 
Loan Division; was he not ? 

Mr. Toor. I think he was at that time. 
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Mr. Fianacan. And Rochelle worked for him ? 

Mr. Toote. He worked in that Division; not directly under him 
I don’t think. I don’t think that was the connection, but they were 
all working together there on that floor. 

Mr. Fianacan. Now, if I might, we will turn to your entry, diary 
entry, of January 6, 1949, and I will read the last two sentences in that 
entry. You say: 

Bill— 
and you are talking about Bill Rochelle here— 


gave me to understand a declination was forthcoming; so I teek it up with 
Ernest Howard again, and he assured me the case would go to the Board of 
Directors if he had to take it there himself. 

Do you recall now that Mr. Rochelle, the examiner, had at that time 
indicated to you that he was going to decline the loan ¢ 

Mr. Toone. Well, yes, that was the direct inference that he felt 
like we were not entitled to it, and that he would recommend decline. 
Of course, he cannot decline himself, but- would recommend decline, 
which, I assume, he would do. 

Mr. FLANAGAN. He would recommend—— 

Mr. Tooter. When I speak of going to Howard, and you speak about 
this remark of Howard, it was merely—I want to say—it was an as- 
surance that the matter would not be unduly delayed. He did not 
make any promise to do anything more than was his duty to see that 
the thing was not unusually long in being held up. 

Mr. FLAN AGAN. Now, after you heard this information that your 
loan was going to be declined, what did Howard mean or did you 
gather he meant at that time by saying that he would take it to the 
Board of Directors if he had to take it himself ¢ 

Mr. Toots. That is just what I said. I think he meant he would 
not allow the thing to be unduly postponed; he would not have the 
right to take it to the Board himself, I wouldn't think, unless it had 
gone through the regular’ channels and unless it had proper, you 
know, reports, endorsements and approvals or disapprovals, as the 


Mr. Fuanacan. Would it be fajr to say that you gathered from 
what Mr. Howard told you on that day that he would try to expedite 
the loan ? 

Mr. Tooir. I think so. That would be the only thing, because I 
am sure he would not have gone with it. I did not want him to, didn’t 
expect him to,and Iam sure he would not have done that. 

Mr. Firanacan. Now, going to your entry of January 7, 1949, 
reading from the first part of the entry: 


“Met R. J. Blauner, Green, and Jim Finnegan at the Mayflower Hotel at 11 
o'clock. Gave Finnegan a condensed version of all the efforts to have our loan 
considered from the filing of the application in October at the St. Louis REC 
down through these last hectic 2 weeks. He told R. J. it seemed to him that 
American Lithofold’s interests were in capable hands and agreed with me that 
attempted influence from “outsiders” would be indiscreet if not injurious at this 
stage of the game. 


Do you recollect that meeting which you had with Mr. Blauner, 
Mr. Green, and Mr. Finnegan ? 


Mr. Tooter. Yes: I do. 
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Mr. Fianacan. That is Cecil Green; is it not, the employee of the 
corporation ¢ 

Mr. Tooie. Yes, sir; that is the only Mr. Green in connection with 
the scheme of things I knew, except John R. Green, attorney for the 
company in St. Louis. 

Mr. Fuanacan. At that time Mr. Finnegan was internal revenue 
collector in St. Louis; was he not? 

Mr. Toor. He was. 

Mr. Firanacan. Did Mr. Blauner ever indicate to you what his 
connections with the American Lithofold Co. were at that time? 

Mr. Toor. Finnegan / 

Mr. Fuanacan. Yes. 

Mr. Toor. No; he didn’t even indicate that he was connected with 
the American Lithofold. 

Mr. Fuanacan. What did you think Finnegan, an outsider, was 
doing in on those conferences ¢ 

Mr. Toor. Well, I assumed naturally that Blauner was talking to 
him with an effort to get him interested in some way, else why should 
he have me go into a lengthy narration of what I had done up to 
that point. I sensed it. I won't say I had the temerity, but I didn’t 
have the audacity to ask Mr. Blauner what it was all about. 

Senator Nrxon. Just to clear the record, do I understand at that 
time you were still the acting treasurer of the company ¢ 

Mr. Toore. Yes, sir; 1 was very active for a good part of the time 
until, well—— 

Senator Nixon. At that time you were not aware of the fact that 
Mr. Finnegan was on the payroll ? 

Mr. Tooie. Not at all; no, sir. I never did know that until I read 
it in the papers. 

Senator Nixon. You were the treasurer of the company / 

Mr. Toots. Treasurer of the company, but I might add, if I may, 
that in amplification of that answer, while I was titled treasurer of 
that corporation and in the respect of trying to help them get loans 
and financial accommodations, I did, I think, if I may say so with- 
out boasting, a pretty fair-sized job, but I was not otherwise a 
treasurer. 

In other words, I was not there in St. Louis; I was away from there 
most of the time, and never had the regular duties as customarily 
devolve on a treasurer. 

Senator Nixon. Would you not normally expect. Mr. Blauner to 
tell you, though? 

Mr. Toote. Yes; I should have known. 

Senator Nixon. You think he should have told you? 

Mr. Tooter. Yes; especially 

Senator ne Do you think he deliberately did not tell you? 

Mr. Tooter. I don’t say “deliberately,” but I didn’t know so much 
about it. 

Senator McCarrny. You did not write the checks and that sort of 
thing? 

Mr. Tootr. How is that? 

Senator McCarry. You did not sign the checks. 

Mr. Tootr. No. I think Mr. Flanagan or someone in the investi- 
gation has asked me if I ever signed checks. On a few trips that I 
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made to St. Louis, when the assistant treasurer might not have been 
present, I might have signed a few payroll checks, but not generally, 
not for accounts and regular banking drafts. I had the authority, 
but I didn’t exercise it. 

Senator McCarruy. Just so we have the record straight—pardon 
me for interrupting—then, while you had the title of treasurer, actu- 
ally you weren’t really in the status of treasurer; you did not sign 
the checks. 

Mr. Tooter. I was a financial agent, I might say; I think that was a 
better term. 

Senator Unperwoop. Let me ask one question there: Were you con- 
nected with any other company at the same time ? 

Mr. Tootr. No, sir; never have been. I mean, since entering the 
employment of the American Lithofold Corp. 

Mr. Franacan. We will now turn to your diary entry of January 
13. Reading at the top of the entry: 

Learned through Charlie Griffin that our loan had been declined. Aside from 
the fact as brought out by the Review Committee that the ‘Blauners and in-laws 
and/or their favored ones’ had received all the profit of the American Lithofold 
Corp.—and the record of low net earnings and losses made it appear unlikely 
the A. L. Corp. could repay this loan from earnings. 

Now, do you have any recollection of that conversation ? 

Mr. Tooir. Yes, I remember that very well. 

Mr. FLANAGAN. Who was Mr. Charlie Griffin ? 

Mr. Toorte. Well, Charlie Griffin was another examiner, and I 
think at that time he was probably supervisor of what was known 
as the Preferred Stock Division, in which division I had served 
before I had ever joined the Smaller War Plants Corporation, for 
about 10 years. 

We were associate examiners, and we were neighbors and friends, 
and so I felt free to ask him questions about matters. So, he gave 
me these remarks you have just read about as emanating from the 
Board of Directors meeting, in a friendly capacity, letting me know 
how the Board felt about the matter, but not because he was there. 
He did not handle industrial loans. I just want to bring that out. 
He was in another capacity. 

Mr. Fiuanacan. He was just passing on the—— 

Mr. Tooter. Information. 

Mr. FLanaGan (continuing). The action of the Board of Directors 
on that day. 

Mr. Toot. Yes, sir. 

Mr, Frianacan. And telling you the reasons why the Board 
turned it down. , 

Mr. Tootr. That is right. 

Mr, Fuanacan. Did you know, Mr. Toole, that Mr. Blauner and 
the other relatives and his friends were drawing down these high 
salaries and commissions from that corporation ? 

Mr. Tooter. Well, I knew in a general way about the amounts, 
because in various papers and forms that had to be made out I saw 
information indicating substantial salaries and other remuneration 
in the way of commissions; yes, sir. 
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Mr. Franacan. Turn to the 14th of January—and this is the day 
after your loan has been declined for the first time by the RFC Board 

—and I will read from there: 

Ernest Howard, who had taken the loan file home on our case last night and 
who phoned me over a stretch of fully 40 minutes discussing various problems 
and how to get some cleared up, Came in late (at 10 o'clock) to say he couldn't 
find any way “outs” for our company—that is in quotes—— 

Mr. Tooter. Well, I think the “way” is superfluous. 

Mr. FLANAGAN (continuing) : 


for our company. 


Mr. Tooir. Yes. 

Mr. FLANAGAN (continuing) : 

After a few suggestions as to an approach to Chairman Hise, I made a trip 
to his honor’s office. He was very courteous and pleasant. 

Now, was this a long-distance call that Mr. Howard made to 
you for 40 minutes, or were you in Washington that day, do you 
recollect? You must have been in Washington. 

Mr. Toote. I must have been in Washington because the para- 
graph starts “Was checking in at the RFC,” and he probably called 
me at the hotel. 

Mr. Fuanacan. And you had a lengthy discussion with Mr. How- 
ard as to how you might be able to get this loan through; is that 
correct ¢ 

Mr. Tooter. Well, yes, talking with him generally, as I have said 
before: many time I taiked with him about such matters. 

Mr. Franacan. Did you discuss changing the terms of the loan 
or making different requests, or how were you going to get it through? 
What did he suggest ? 

Mr. Tooie. Well, that is a very difficult thing to recall what hap- 
pened. A man running around as I was—the newspapers say a merry- 
go-round was a slow-motion thing compared to what I was doing 
then, going from one man to another—I saw these men so many times 
it would be very difficult to recall what I asked him or what he said 
that night without any more reference to it in my diary. 

It was naturally something about the loan, or we would not have 
been discussing it that way on the phone, and he would not have 
had the papers with him if that were not true. But as to what it was, 
what he suggested, I mean, or what came out of it, I really can’t tell 
you. 

Mr. Fuanacan. Asa matter of fact, according to vour diary, he had 
taken the file home to review it so that he would be in a position to 
discuss it with you. 

Mr. Tooter. That is right: yes. 

Mr. Franacan. Now, did Mr. Howard arrange this appointment 
with Mr. Hise? 

Mr. Tootr. No, sir. 

Mr. FuanaGan. How did you work out this appointment with Mr. 
Hise ? 

Mr. Toorr. Well, I didn’t feel like Mr. Hise was anything more 
than just a mortal man. I made an effort to see him, and did see him; 
that is all there was to it. 

Mr. Franacan. Was Mr. Howard present at that conference ? 
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Mr. Tooter. I didn’t know it after I first walked in, but after talk- 
ing a few minutes, I heard a little chuckle from back of Mr. Hise’s 
chair, and I looked around, and Howard was sitting on the other side 
of Mr. Hise when I was there. He had evidently sat with Mr. Hise 
while I was there without my knowing it, but he was there while I 
was interviewing or being interviewed by Mr. Hise. 

Mr. FianaGan. Reading further in your diary: 

Finally he— 
that is Hise— 


told Howard to try to work out a way of lending us the $100,000 working capital 
we so urgently needed. 


Mr. Tooter. Yes. 
Mr. FuanaGan. And you now recall that Mr. Hise had informed 
Mr. Howard to try to work out a way that you could get $100,000? 
Mr. Tooter. Yes. As I have said awhile ago, Mr. F lanagan, it is 
difficult to say that these words are absolutely infallible, but that 
was the sense of it. He said, “Now, see what you can do for Mr. 
Toole and his company on this thing; see if you cannot work out 
something, say, around $100,000, 
1 think then they were asking for $125,000. That was about the 
sense of it. 
Mr. FuanaGan. Did you know how they were going to try to work 
it out ? 
Mr. Tootr. No; I had no idea then because I didn’t know what was 
going to transpire. 
Mr. FLanaGan. Now, let us go to the 17th of January. 
Senator Munpr. Mr. Chairman, I would like to ask him a question 
about his entry of January 15. 
Mr. Tooter. What date? 
Senator Munpr. January 15, at the bottom of the page. Who was 
Mr. Leschen ? 
Mr. Tooter. Mr. who? 
Senator Munpr. L-e-s-c-h-e-n. 
Mr. Tooter. Mr, Leschen was president of the American Lithofold 
Corp. from the time | joined forces with them until the annual meet- 
ing this year in April, I believe. 
Senator Munpr. Will you explain what you meant by this entry 
in the diary of January 15 when you say: 
Then at 11:30 a. m. Leschen called from his country home near St 
get the latest on my loan results and then Mrs. Leschen took the 
what “they” would do to put R. J. where he belongs if he tried to make the 


AL Corp. pay him (R. J. P.) more for the real estate and buildings than same 
are worth. 


. Louis to 
» “line” to say 


Mr. Tooter. What is it you want me to answer? 
Senator Munpr. What is the meaning of that entry in your diary ? 
Mr. ‘Toote. Well, it is a sad story. | am sorry I had it in there, 
because they are all friends of mine, naturally, and these things, as 
I say, I never had any dream that they would ever come to light, 


except in my own family, but now that they have I can’t do anything 
except what I believe is right. 


Senator Munpr. Just tell us what that is. 
Mr. Tootr, Mrs. Leschen was quite unhappy at the prospects or 
lack of prospects of the company, and she had a feeling that things 
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were not going the way they should, and this way of speaking of 
putting Blauner away was a rash statement that any good woman 
might bring up. She was, I think, a very fine woman, ‘and I think 
she felt very kindly toward Mrs. Blauner, and maybe Mr. Blauner, but 
that was just a feeling she had about dissatisfaction in the way the 
corporation was being run. 

Senator Munpr. Was there some kind of transaction pending where 
they were going to pay more for the property and buildings to Mr. 
Blauner ? 

Mr. Tooter. At that time it was contemplated if a so-called over-all 
loan was asked for and made by the Reconstruction Finance Corpo- 

ration, that they would probably require that they would get an out- 
right title, that is, first lien on the property, which was then mort- 
gaged to the original owner of the property—I have forgotten, some 
estate. It is probably in the records here. I can’t give you the name 
just offhand, but R. J. Blauner and Mrs. Antoinette Blauner were the 
owners of the property subject to this mortgage. It was their 
thought—the Blauners’ I mean—their thought to have that sold to 
the American Lithofold Cor p. at some reasonable price and accepting 
either cash or common stock or cash and/or common stock for their 
interest or equity in the property, and it was her thought that caused 
her to explode there that they might ask for and get too much for it. 

Senator Munpr. Thank you. 

Mr. Fianacan. And now we go to January 7, and I read from your 
diary : 

Today I called Pete Herman at the RFC in Washington and he said Chauncey 
Dodds had taken, or—perhaps properly speaking file on our 
loan application and he didn’t know what would happen after that, so I asked 





Pete to get Chauncey on the same line with the outcome showing Dodds had ° 


“horrowed” the case to look into the matter at the request of one of the direc- 
tors. Tonight I telephoned Ernest Howard in Washington and he gave it as his 
opinion that Chauncey Dodds’ interest in our case would decidedly prove a 
favorable factor. 

Mr. Tooter. Yes. 

Mr. Fuanacan. Do you think this case was assigned to Mr. Dodds 
after the conversation of the 14th with Mr. Hise, at which time he 
told Howard to work out some way he could get $100,000 for you? 

Mr. Tooter. Well, that is entirely plausible, possible, and probable, 
because I think, perhaps, Mr. Hise even said to Howard that Mr. 
Dodds might be called into a consultation about it. I know that Mr. 
Dodds’ particular duties at that time were in the handling of so- 
called troublesome or problem loans, and this was certainly a problem 
loan at that time. 

Mr. Fianacan. Now, we go on to the 18th, and I will read this 
extract: 

He— 
meaning Howard— 
said Chauncey Dodds was working might and main to get our deal in the best 
possible shape and that he didn’t think it necessary for me to come back to 
Washington on the loan before Monday, 24. 

Now, I suppose at that time—would I be correct in assuming— 
Howard had told you exactly as he said here that Dodds was doing 
everything he could to work out something ? 
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Mr. Tooter. Yes; might and main did not mean anything, just the 
same as Tom, Dick, and Harry. He was doing ev erything he could 
to bring the thing in shape, and I imagine the time limit being post- 
poned was because of the regular routine it had to go through, but 
I think Howard was just merely s saying it was in good hands, because 
he was constantly handling that type of loan. That is the only 
meaning I can give to that. 

Mr. Franacan. Now, we will go to the 19th: 

Charlie Griffin phoned me (collect) from RFC in Washington this morning and 
said he finally got “through” to Chauncey Dodds to inquire about our loan. 
Dodds’ confidential report on it was “If this loan is made it will be solely because 
the directors want to make it; there is nothing in the docket to recommend it 
or support a recommendation.” 

Furthermore, he added— 

“This company is not entitled to any further loans, even the Blauners—who 
own can’t or don’t pay their own taxes.” 

Mr. Toorr. It should be “only.” 

Mr. Franacan. Now, did Griffin tell you what this confidential 
report was, or who it was being—— 

Mr. Toote. Who he was quoting? 

Mr. Fuanacan. Yes. 

Mr. Tootr. No; he didn’t tell me who he was quoting. 

Mr. Franacan. He was quoting Chauncey Dodds. 

Mr. Tooter. What ? 

Mr. FuanaGan. He was quoting Dodds, was he not ? 

Mr. Tooter. It might not have come originally from Dodds; 
might have come from some other source; but, as I said before, these 
friends of mine at various times kept me apprised of what was tran- 
spiring, and this was just another one of these instances where some 
bad news came out. ‘That is about the only thing I can say on that. 

But about those taxes, I don’t seem to recall it, but he must have 
said it or I would not have put it down. 

Senator Munpr. In that connection, Mr. Chairman, I think it is 
interesting to put in the record at this point just one week after that, 
the following Wednesday, Mr. Dodds, C. V. Dodds—is that the same 
Dodds? 

Mr. Tooitr. Chauncey Dodds; I don’t know his middle initial, sir. 

Senator Munpr. We have the testimony of Mr. Williams that just a 
week after that this same Mr. Dodds suggested consideration be given 
to a $500,000 refunding loan or $80,000 additional loan against a 
second mortgage, and so forth. It was on the basis of his suggestion 
and recommendation that this loan was eventually made. I call 
attention to that at this point. 

Senator Nixon. Mr. Chairman, I understand that Mr. Dodds will 
be a witness in executive session ? 

Mr. Fuanacan. Yes; he will be. 

Senator Nixon. I think on the record there, as I understood the 
Dodds memorandum, it was not necessarily a recommendation for 
the loan. It was an indication of how the loan could be made if the 

Board felt that it had to be made. Am I correct in that, Mr. 
Flanagan? 

Mr. Fianacan. I think in my discussion with Mr. Dodds that seems 
to be his idea, but I think his testimony should clarify that. 
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Senator Nixon. All right. 

Senator McCarruy. | note the testimony this morning was that 
Dodds suggested consideration be given to the loan, which would be, 
of course, in the nature of a recommendation. 

Mr. Firanacan. Now, Mr. Toole, we will go on to the 24th. 

Senator Unperwoop. Let me ask one question. You thought con- 
sideration should be given to the loan; did you not? 

Mr. Tooter. Yes. I would not be working on that if I had not. 
Of course, there were many things to be cleared up. 

Senator Unperwoop. After your long experience with the RF( 
you felt that it was an absolutely proper loan in every respect, did 
you not, in the manner in which you were advocating it ¢ 

Mr. Tootr. That is subject to certain qualifications. At one time 
or another I was instrumental or helpful in getting various loans 
from the RFC, and prior to that from the Smaller War Plants Cor- 
poration. But this loan which finally came out, $80,000, is rather an 
intricate, involved, and complicated thing. I won’t go into all that, 
but when it was finally made for $ 565.000 or $465,000, I had no part 
of it, any more than you gentlemen. I had no knowledge of it until 
after it was done. But when the $548,000 were being considered— 
and I was talking to Mr. Dodds and he made a recommendation or 
suggestion, one of the gentlemen has just suggested I was working 
with Mr. Dodds with a view to trying to work something out because 
the company had been in business a long time—it was doing a sub- 
stantial volume. 

Senator Unperwoop. Let me say this to you. Are you still con- 
nected with the company ¢ 

Mr. Tooter. I don’t know whether I am or not, to be perfectly 
truthful. I doubt it. [Laughter.] 

Senator Unperwoop. Let me ask you just one more question for 
clarification. Did you voluntarily supply this diary ? 

Mr. Toor. Well, that is a peculiar thing. When one of the inves- 
tigators came to my residence and asked me about some date, and I 
hi appened to look at my diary, he said, “Mr. Blauner, whom I recently 
interviewed, told me you had a diary.” I don’t know whether this 
was this gentleman here, Mr. Leece or Mr. Bellino, one of those two 
gentlemen, who told me, and thereby hangs a tale, because I was 
subpenaed then, and T had to put all these things in the record. 

Senator McCLettan. Let me ask you one question: Since you are 
an experienced former employee of the RFC-—— 

Mr. Tootr. Yes, sir. 

Senator McCierian (continuing). May I ask you if this is at 
all unusual, either with the RFC or with general banking practice, 
that applications for loans are frequently made that, on the face of 
it, the RFC or the bank would turn down ? 

Mr. Tooter. Yes, sir. 

Senator McCievitan. But then being desirous to help if a sound 
basis can be found, the application is reworked and brought up in a 
different shape or form, maybe for a different amount with different 
security. 

Mr. Toorr. Sure. 

Senator McCrietitan. And there is nothing unusual in reworking an 
application. 
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Mr. Tooter. Not a thing. 

Senator McCietran. And in assigning the application over to 
somebody else, somebody at the head of the division or the chief of 
examiners, or something, to work out some plan that might be accept- 
able. There is nothing unusual or wrong about that. It is a general 
practice. 

Mr. Toor. No, sir; I think it is a general practice. The idea is that 
the taxpayers set this corporation up to render help, and they should 
render it 1f it is possible, not to try to find means how to turn it down, 
but to be of help if it is possible to do it under all the circumstances 
considered. 

Senator McCie.tan. One other point: An examiner, a chief exam- 
iner or someone reviewing a loan and trying to work out a plan or re- 
working the application so that it might have merit and be considered, 
might work out the best arrangement that he could and say, “If a loan 
is going to be considered, I would recommend it be on this basis.’ 

Mr. Tooie. Yes. 

Senator McCLetian. I am asking you, is that a frequent occurrence, 
a general practice ? 

Mr. Toote. Why, of course it is; it is to my knowledge. I may say 
here that while I had almost 30 years in actual banking in the South 
and even in the North—I managed a little bank in New York City for 
several years—in the RFC proper I was never in the Industrial Loan 
Section of the RFC. I was in what was known as the Preferred Stock 
Division, which was a Division set up during 1933 when the bank 
holocaust, you know, came about, and they had to close so many 
because they were in bad standing, and they were largely recapitalized 
through the efforts and aid of the RFC. I was in that Division, and 
so the reason I make that rather lengthy statement about that I was 
not as familiar with the operations of industrial loans such as I 
later began to handle through them for the American Lithofold as I 
had been with many other types of loans, such as capital notes. 

Senator McCretitan. You got familiar with those quickly. 

Mr. Toorx. I got familiar with them pretty fast when I came with 
them because they had so many applications. 

Senator McCiettan. You were a member of the Smaller War 
Plants? 

Mr. Tooter. Yes, sir; I had a period there. 

Senator McCietitan. What I am trying to bring out, without ex- 
planation it looks like it is casting a re flection, but I wanted to bri ing 
out here that the transaction that has been described, 
general practices in banking, as well as in the RFC. 

Mr. Toor. I think it is quite customary and usual. 

Senator McCietnan. Thank you. 

Senator Munpr. Mr. Chairman, I think we should have the whole 


statement of Mr. Dodds that he has in his diary at one place in the 
record. 










conforms to 


On page 85 of your diary, on Wednesday, Janu: wy 19, 1949, just one 
week to the day before Mr. Dodds was quoted | vy Mr. Williams 
having suggested consideration be given to a $500,000 loan, 
in your diary this statement : 
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Dodds’ confidential report on it was “If this loan 
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mend it or support a recommendation.” Furthermore he added, “This com- 
pany is not entitled to any further loans, even the Blauners—who own—can’t 
or don’t pay their own taxes.” 

I think it is very pertinent that be in because that does not leave the 
door open for reconsideration of any loans or a reconstitution of any 
loans or a reappraisal of it at that time. This investigator and exam- 
iner said, “This company is not entitled to any further loans,” and gave 
as well the reason the fact that the owners, the Blauners, “can’t or 
don’t pay their taxes.” 

Mr. Toote. Well, that was a quotation from this friend of mine, Mr. 
Griffin; yes, sir. 

Senator Munpr. Precisely. 

Mr. Tooter, That is what he had heard in the meeting. 

Senator McCLettan. You do not know whether he was quoting Mr. 
Dodds or whether he was quoting someone else ? 

Mr. Toote. Well, I don’t know that. 

Senator McCriettan. That can be clarified as we go through it. I 
just ask you, you do not know? 

Mr. Toor. No. 

Senator Munpr. It is the quotation in his diary. 

Senator McCietian. Yes, it is his quotation in the diary quoting 
what a conversation was that he had with Mr. Howard, was it ? 

Mr. Fuanacan. Mr. Griffin. 

Senator McCuent.an. Griffin. 

Senator Hory. You may resume, Mr. Flanagan. 

Mr. Fuanacan. We go to the 24th of January, and I quote this from 
your diary, Mr. Toole: 

Was in Chauncey Dodds’ office before 9 o'clock and had a full hour with him, 
discussing our loan. He really wants to be of help, although he gets the im- 


pression from the loan docket that the “Blauners have bled this corporation 
for years.” 


Now, at that time, did Mr. Dodds elaborate any way on what he 


meant by saying that the “Blauners have bled this corporation for 
years”? 

Mr. Tooter. Well, I recall that conversation fairly accurately, I 
think, and I remember his making some sort of general statement 
like that in which he said, “Well, these fellows certainly have gotten 
all there is out of it. They have “milked it” or some such slang ex- 
pression as that, “and I think they really have gotten more than they 
should have gotten—more out of commissions than they should have in 
the way of commissions and salaries,” some comment like that. 

Mr. FLanaGan. We will go on to the 26th of January, the very last 
entry on that day. You said: 


Took R. J. in to see Charlie Griffin for a short chat at noon. Had lunch with 
R. J. and Jim Finnegan. 


Do you recall the lunch on that day that you had with Blauner and 
Finnegan ¢ 

Mr. Tooter. Well, I think you asked me that before, and maybe 
others of your force have, and I can’t recall particularly that occasion, 
because nothing seems to be set down as having happened. I probably 
did have it because I know I had several with Finnegan and Blauner, 


but that particular one I don’t seem to have any special reason for 
remembering. 
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Mr. Fianacan. Do you recall that you had any conversations at 

time with Finnegan concerning loans? 
ir. Toor. Concerning the loan ? 7 

Mr FLANAGAN. Yes. 

Mr. Tootr. No—is this now after the other conversation I asked 
about just now ¢ 

Mr. Fuanacan. Yes; this is after. 

Mr. Tooter. After that? After I had informed him about my 
i efforts ¢ 

Mr. Fuanagan. Yes. 

Mr. Toote. Well, he probably did talk about it then. 

Mr. Firanacan. Did he evidence an interest in the loan; did Fin- 
negan evidence an interest in the loan ¢ 

Mr. Tooux. Y es, I think he did. 

Mr. Fianacan. A continued interest in the loan ¢ 
‘ Mr. Tooe. Yes. 
Senator Nixon. Excuse me, why would he evidence an interest in 
the loan if he was not connected with the company ¢ 

Mr. Tootx. That I can’t answer because I don’t know that he wasn’t 
and I don’t know that he didn’t get compensation either; I don’t 
know. 

Senator Nrxon. I realize that. 

Mr. Tooter. But he certainly seemed to have evidenced an interest 
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4 
? in the company. 
j Senator Nixon. I see. But why did you think he was evidencing 
5 the interest, 1 mean yourself ? 
2 Mr. Toore. W ell, just by the way he talked, questions he asked, 
: “How were you making out?” He got to calling me J. E., the same as 
the other boys who knew me a long time. 
Senator Nrxon. Yes, but what was the reason for the expression of 
interest, that is my point ? 
Mr. Tooter. I can’t give you that ; I don’t know. 
Senator Nixon. What did you think it was? You must have won- 
; dered about it. 
Z Mr. Tooter. Yes, I wasn’t completely dumb, and I knew there was 
t something going on, but I didn’t know just what it was, and I didn’t 
, feel that I had sufficient confidence or justification from R. J. to ask 
4 those questions. He had not confided in me and I did not feel like 
; prodding him to find out. 
| Senator Nixon. Excuse me, you say you knew that something was 
< going on? 
Mr. Toote. Yes, I felt like that. 
Senator Nixon. What did you mean by that? 
; Mr. Toorx. I felt like he was trying to help Blauner in this loan 
; in some way. Why else would he be so constantly here when his 
; business was in St. Louis. That is another one of the reasons I thought 
‘ was pretty important. 
4 Senator Nixon. Well, in some way that was—in what way did you 
5 mean ¢ 
4 Mr. Tootr. Well, R. J. Blauner was the working head of the Ameri- 


can Lithofold, and the other man was the collector of internal revenue 
for the State of Missouri, and frequently I saw him here with Blauner, 
and in his room and meetings and luncheons and what not. It was a 
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most natural assumption, I think, to think they must be sort of work- 
ing together or trying to cook up something, as the language goes. 

Senator Nixon. Did you consider that out of the way ¢ 

Mr. Tootr. Well, I won't say that it was out of the way, but I didn’t 
like it much because I didn’t know anything about it, and I was not 
taken into the matter. I felt like, in other words, I should have known 
more about it. Maybe I was remiss in not trying to find out more. | 
am willing even to take that responsibility for saying that. Maybe 
I was remiss in not doing it, but, as I said a while ago, as treasurer 
I don’t think I acted fully as treasurers usually do, so I didn’t feel 
quite as-——— 

Senator Nixon. Thank you. 

Senator McCiLeuzan. May I ask you in that connection, have you 
since learned, and do you now know Mr. Finnegan then was in the 
employ of the company at the time he was taking that interest and 
being paid a salary or a commission ‘ 

Mr. Tootr. No, sir; I have never known that except from reading 
newspaper accounts of it. I have not been in St. Louis but a very few 
times, and practically none during the past few years. 

Senator McCiettan. Do you know now whether _ was compen- 
sated by the company, either by salary, commission, or fees, for his 
service performed in connection with this loan or any ollie services 
he performed for the company ¢ 

Mr. Tooter. No, sir; I can’t answer that, but I can’t leave the answer 
without saying this: that in my several trips to St. Louis, Mr. Stan- 
hope, who was controller of the company, asked me on one or two 
occasions what I thought of these, and handing me up expense vouchers 
rendered by this man Finnegan, and they were substantial, and I was 
quite puzzled. 

Senator McCietian, At what time did you see those expense 
vouchers that were presented to you? Was that along about this time 
while the loan was pending? 

Mr. Too.e. Well, now, let us see—the date we are now talking about 
is in 1949. It must have been about that time or maybe just a little 
before or a little after, I can’t say; I don’t seem to have it down here. 

Senator McCLe.tLan. But it was somewhere within—— 

Mr. Tootr. Around about this period. 

Senator McCLeLLan (continuing). Either during the course of the 
consideration of it by the RFC or shortly thereafter ? 

Mr. Tooter. Yes, sir: I think so. 

Senator McCie.ttan. You say they were quite substantial / 

Mr. Tooter. Well, I don’t know that they all were, and I don’t know 
that I saw them all, but he showed a few that he thought were out- 
standing because they were rather sizable. 

Senator McCietitan. They were unusually large while he was pre- 
senting them to you ¢ 

Mr. Tooter. One was, and it struck me as quite odd. 

Senator McCLettan. About how large was it / 

Mr. Tootr. Well, the one I remember was $800 for a very short 
trip, and I made a good many trips over periods of vears, and I don’t 
remember any suc +h amount. 

Senator McCie.tian. This was for $800 for a short period ? 


Mr. ‘Toor. Yes. 
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Senator McCLetxan. In other words, he was creating far more 
expense against the company than you were as treasurer ¢ 

Mr. Tooxe. I don’t know whether it was all expense, but it was so 
rendered, according to my understanding, and what he had to say 
about it. We had no particular conversation about it. I said to 
put it in. 

Senator Nrxon. Just one other question about that. Mr. Toole, 
would you have approved of Mr. Finnegan’s employment by the 
company had Mr. Blauner told you that that was what he was 
actually doing ¢ 

Mr. Tooter. Well, that would be a pretty hard thing to answer 
righer here right off. 1 would have given it some thought: I would 
have liked to have thought more about it. If you had asked me 
about the voucher, | would not approve that, I don’t think. 

Senator Munpr. I wonder if we can get from Mr. Flanagan at this 
time—we are talking about January 24, 1949. At that time was Mr. 
Finnegan on the payroll of the Federal Government ? 

Mr. FLANAGAN. Yes. 

Senator Munpr. In what capacity / 

Mr. FuaAnaGan. Internal revenue collector in St. Louis. 

Senator Munpr. Do we have anything in our records to show that 
he was also being paid by American Lithofold at that time / 

Mr. Fuanacan. Yes, sir; he was being paid expenses, not 
at that time. 

Senator Munpr. He was being paid expenses; so that the expe 
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vouchers about which the testimony has been given by Mr. Toole 
conforms with what our search into the records reveals / 

Senator McCietnan. May I ask, Mr. Flanagan, if you have wit 
nesses here to subst; antiate the statements you have made/ 

Mr. Fuanacan. Yes, si 

Senator McCLe.uuan. in we going to develop that by 
testimony / 

Mr. Fuanacan. We will develop that by our accountant consultant 
on the committee who is having these books analyzed, 
analyzed. 

Senator Hory. Proceed, Mr. Flanagan. 

Mr. FLanacan. We will now go to February 3, 1949, the very last 
sentence in that diary in that day, Mr. Toole, where you state this: 

Also had a nice chat with Frank Prince, who promised t 
his power to help get loan approved. 

Who is Frank Prince? 

Mr. Tooter. Frank Prince at that time was holding a position 
I am not sure that I can tell you what the title or what the exact 
scope of work covered, but he had previously been with the Smaller 
War Plants, and I served with him whe n he was chief loan agent, and 
I was assistant loan agent, so we were friends, and I frequentl) dis- 
cussed all these loan matters with him, and it was natural for me to 
ask him what he thought about the prospect, and that was his reply, 
that he would do what he could to get it through. 

Mr. Fuanacan. Did he say what he could do? 

Mr. Tooter. No, he did not. 

Mr. Fuanacan. He just said he would do what he could, every- 
thing with his power? 
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Mr. Tootz. Which might not have been anything; it might have 
a facetious answer; I don’t know. 

Mr. Fianacan. Now we will go on to February 4, the last sen- 
tence there, where you make this statement: 

With Ernest Howard, Charlie Lewis, Frank Prince, Chauncey Dodds, Ed 
Willett, and Chairman Hise on our side I hardly see how we can fail to get the 
kind of loan we need. 

Mr. Tootr. Yes, sir. 

Mr. Fuanacan. That was your observation at that time, but these 
men, all of whom were RFC employees or officials, you felt, were in 
favor of your getting a loan; is that correct ? 

Mr. Tooter, Well, that was my general impression; yes. 

Mr. Fuanacan. What was that impression based upon ? 

Mr. Tooter. Based on audiences that I had with these men, remarks 
that they had made. Of course, I might qualify it—of course, that 
was a general statement listing several men, including this man Wil- 
lett. I might say that I don’t think that he should have probably 
been included as much as these others. I thought more of what 
Howard and Lewis and Prince and Dodds and Hise had said than 
Willett, because my interview with him was very short, and my 
acquaintance with him had been very limited, and I didn’t consider 
that, you know, as much as I did possible help from these other men 
whom I had listed there. 

Mr. Franacan. Now, we go on to February 7: 

Haven't heard directly from R. J. B. since last Thursday, when he was press- 
ing, yes, insisting on having Cecil Green call the White House in an effort to 
get some “high influence” used to accelerate the approval of our loan. I wouldn’t 
do it and Green agreed not to do it as I told him we had been receiving com- 
plete cooperation from RFC officials during past few weeks and it would seem 
to be a mistake to try political pressure at this time. 

Now, as I read that entry in your diary, Mr. Toole, it appears that 
while you wrote this on Monday, February 7, you are referring back to 
a conversation you had with Mr. Blauner on Thursday, February 3. 
Can you now recall that conversation which you had with Mr. 
Blanner apparently on Thursday, February 3, 1949? 

Mr. Toots. February 3? 

Mr. Franacan. Well, this is the conversation 

Mr. Toots. I know, but you said can I recall the one of February 3. 

Mr. Fianacan. Yes. This conversation apparently took place on 
the third. 

Mr. Tooter. Yes. 

Mr. FLanacan. But it is entered in your diary on the 7th. 

Mr. Toorg. I read it with you then. 

Mr. Fianacan. Do you recall that conversation with Mr. Blauner? 

Mr. Toorr. Yes, I recall it vaguely; I don’t recall a great deal 
about it. I think some of this ter ees there is pretty. stringent 
and probably, like any man, you know, writing a thing when it is not 
very pleasant, he might not exaggerate in the sense of. being untruth- 
ful, but overemphasize it somewhat maybe, 

This man Green who worked in the Washington office of the Ameri- 

can Lithofold Corp., had been talking to me about numerous requests 
that had been made for him to get help from different sources, sales 
help and what not. 
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Senator Horry. Mr. Toole, we are going to have to recess now. We 
have to go to the Senate, and we will expect you to return at 10 o’clock 
in the morning. 

I may say for the members of the committee that I want to have 
an executive session over at the Senate in the same place we met the 
other day. There are two or three witnesses who furnished doctors’ 
certificates that they say they have serious heart trouble, and are 
afraid of having public examination, and we will examine them there 
at 2:30. 

Mr. FianaGan. I might say if Mr. Hise, Mr. Dunham, and Mr. 
Dodds are here, I would like to see them for a moment before they 
leave. 

Senator Hory. We will recess until 10 o’clock in the morning. 

(Whereupon, at 12:45 the subcommittee recessed, to reconvene at 
10 a. m., Friday, September 14, 1951.) 
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AMERICAN LITHOFOLD CORP. 


THURSDAY, SEPTEMBER 13, 1951 


Untrep Srates SENATE, 
INVESTIGATIONS SUBCOMMITTEE, 
CoMMITTEE ON EXpeNpIrures IN THE Executive DrerarTMENTS, 
Washinaton. DP. C’. 

Met at 2:40 p. m., pursuant to Senate Resolution 156, agreed to 
June 14, 1951, first session, Eighty-second Congress, in the office of 
the Secretary of the Senate, United States Capitol, Senator Clyde 
R. Hoey (chairman) presiding. 

Present : Senator Clyde R. Hoey, of North Carolina: Senator John 
L. McClellan, of Arkansas: Senator Thomas R. Underwood, of Ken 
tucky; Senator Joseph R. McCarthy, of Wisconsin: Senator Karl E. 
Mundt, of South Dakota; and Senator Richard M. Nixon, of Cali 
fornia. 

Also present: Francis D. Flanagan, chief counsel: Carmine S. Bel- 
lino, accounting consultant; and Ruth Young, clerk. 

Senator Hory. The committee will come to order. 

I want to say to the members of the committee that we are holding 
this executive session because the doctors have certified that certain 
of those who are to be examined, it would be dangerous to examine 
them in public if it caused excitement. 

My thought about it was, if it meets the approval of the committee, 
that we will examine them this afternoon and then release the testi- 
mony in the morning. That would give an opportunity for the testi- 
mony to be written up and would save giving out just fragmentary 
statements about it. It could be made public in the morning and made 
a part of the regular record. 

Senator McCietitan. Do you mean by that, Mr. Chairman, that no 
member of the committee should reveal the testimony this afternoon ? 

Senator Hory. That is right. 

Senator McCie.tian. Until a full copy is released / 

Senator Hory. That is right. I suggest that because they will come 
tome and want to know what they testified to. 

I can give a little bit of it, fragmentary. I think it would be better 
to say that the testimony will be released in the morning, then they 
can all have it and get the facts about it, instead of just parts of it 
that might give wrong impressions. 

Senator McCLe.ian. I just want to get the correct impression. 

Senator Hory. If that meets the approval of the committee, we 
will follow that course. 

Now we will have our first witness. 
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Do you solemnly swear that the testimony you are about to give in 
this case will be the truth, the whole truth, and nothing but the truth, 
so help you God ? 

Mr. Dunnam. I do. 


TESTIMONY OF WALTER L. DUNHAM, WHITTIER HOTEL, 
DETROIT, MICH. 


Senator Hory. Will you please give your name and address to the 
reporter ¢ 

Mr. Dunnam. Walter L. Dunham. I am presently living at the 
Whittier Hotel in Detroit. 

Senator Hory. What position did you formerly hold in Washing- 
ton ¢ 

Mr. Dunnam. My position in Washington started in March 1949, 
and ended about the ist of May 1951; and during that time I was a 
director of the RFC. 

Senator Hory. You served then for a little over a year? 

Mr. Dunuam. Just a little over 2 years. 

Senator Hory. As director of RFC? 

Mr. DunHAm. Yes, sir. 

Senator Hory. That was from the date you have given ¢ 

Mr. Dunnam. Yes, sir. 

Mr. Fuanacan. Do you recollect the date that you became Chair- 
man of the RFC, Mr. Dunham? 

Mr. Dunnam. I think you have me confused. I never was chair- 
man. 

Mr. Fuanacan. I mean director. 

Mr. Dunnam. Iam not sure. It was about the 24th of March 1949. 

Mr. Fuanacan. In any event it was in the latter part of March 
1949 ¢ ° 

Mr. Dunnam. That is right. 

Mr. Fuanacan. Do you now recall the loan of the American Litho- 
fold Corp. which was pending before the RFC at the time you were 
chairman ? 

Mr. Dunnam. Yes, sir, I now recall that. 

Mr. Fiuanacan. Do you recall that that loan came up before the 
Board of the RFC in the latter part of September 1949 ¢ 

Mr. Dunnam. When you say “recall,” I have refreshed my memory 
and I now recall that it came up at least three times in 1949, in Sep- 
tember and October. 

Mr. Fianacan. Do you recall how you voted on that loan applica- 
tion in September 1949 ? 

Mr. Dunnam. I checked the records and they indicate that I voted 
against it each time. 

Mr. FLanacan. Could you give the committee the reasons why you 
voted against that loan? ? 

Mr. Dunuam. I have searched my soul looking for the reason. 
Without looking at the loan again, sir, I do not know. 

Senator Hory. Mr. Dunham, did anybody, other than the people 
who were interested primarily in the loan, ever discuss the matter with 
you! 

Mr. Dunnam. I have no recollection of anybody, Senator, dis- 
cussing this loan with me. 
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Senator Hory. Just to get the record clear, did you ever talk about 
this loan to Mr. William Boy le? 

Mr. Dunuam. Never. 

May I add that I have never talked to Mr. Boyle about any loan. 

Senator Hory. Did you ever talk to anybody else? You are not 
sure about talking to anybody about the loan, but did you ever talk 
to anybody, outside of somebo: ly connected with the company, actively 
representing them / 

Mr. Dunnam. May I say it this way: Nothing now within my 
memory indicates that there was Sete special about this loan; 
no one from the outside ever talked to me about it. The records 
in my office may show that people came in at that time. I don't 
know. But I have now no recollection of anybody ever discussing 
this loan with me. 

Senator Horny. As a matter of information for the record, you have 
a large number of these loans / 

Mr. Dunnam. We had 50 to 100 a week. 

Senator Horny. And they would come before the Board at different 
times ¢ 

Mr. Dunnam. That is right. 

Senator Horny. Sometimes the same loan would be up several differ- 
ent times, with changes or modifications / 

Mr. Dunuam. That is right. It is not uncommon. 

Senator Horny. You do not remember the details about this one? 

Mr. Dunnam. That is perfectly true, sir. 

Senator Hory. Proceed, Mr. Flanagan. 

Mr. Franacan. When you were a Director of the RFC, was it the 
custom of your secretary to maintain an offic ‘e diary of the calls you 
made and the persons that came in to see you! 

Mr. Dunnam. Yes, sir. 

Mr. FPLanacan. I might state for the record that we have had an 
opportunity to review that diary. 

Mr. Dunnam. Yes, sir. 

Mr. Fuanacan. I point out that in that diary, under date of June 
27, 1949, there is this entry, and I am reading this thinking that it 
might refresh your recollection. It says: 

Mr. Frank Prince called on Mr. Dunham with Mr. Blauner, of the American 
Lithofold Co., St. Louis, Mo. 

Do you have any recollection at this time of Mr. Prince coming 
in with Mr. Blauner to talk about the American Lithofold loan / 

Mr. Dunnam. No, I haven't, and I didn’t have any recollection of 
that in St. Louis. They reminded me; they said Mr. Prince had testi- 
hed that he brought Mr. Blauner into my office. 

Mr. Prince, according to their statement, said that Mr. Blauner 
came in and wanted to talk with some of the Directors. Mr. Prince 
contacted several Directors, and I think he said I was the only one that 
he could find. He did come up to my office with Mr. Blauner. 

Mr. Prince, according to their statement, said that I made the re- 
mark that if the facts are borne out as you describe them, I would not 
be against the loan. I mean that was his recollection of what I said 
at the time. I didn’t commit either way. 

Mr. Fianacan. You yourself now have no independent recollec- 
tion of even having this meeting with Mr. Blauner, is that true? 
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Mr. Dunnam. No, I haven't, that is true. I didn’t even know Mr. 
Blauner’s name until I read it in a St. Louis paper the other day. 
That completely escaped my recollection that he called on me. 

Mr. Frianacan. Did rash Willett, another RFC Director, discuss 
this loan with you in any way ? 

Mr. Dunnam. No, sir, I never remember discussing this loan with 
Mr. Willett. 

Mr. Fianacan. I have no further questions. 

Senator Munpr. Did Mr. Boyle ever call you while you were a 
Director? 

Mr. Dunuam. Tam sure he called me. IT had lunch with him prob- 
ably 8 or 10 times. Never, as I remember it, alone. He always 
seemed to have a group with him. 

I never have known him very well. He never, in all my association 
discussed a loan with me, of any kind. IT would resent it. 

i don’t know that that would have any influence on my attitude 
toward it, but I would remember it if he did, and he did not. That I 
am perfectly willing to testify to. 

Senator Munpr. Did he ever call up to make appointments for 
people to see you / 

Mr. Dunnam. Very often. Not particularly Mr. Boyle, because he 
probably didn’t call me over 8 or 10 times in the 2 years that I was 
there, but his office called me a great deal. 

Gray Leslie, whom I have never seen but once—and that was a 
chance acquaintance because I heard someone mention his name and 
I said, “Is that Gray Leslie? I want to meet him.” We at that time 
had discussions over the phone time after time. 

It was not uncommon for them to call up and say: “A friend of 


ours says he is not getting good attention from the RFC. Look this 
up and tell us what is going on.” That sort of thing, to check with 


any Director who happened to be there. 

I think my record of attendance perhaps was a little better than 
some of the others. For 18 months I didn’t leave the office. T was 
just there every day. It just happened that way. For 10 days, one 
time, I was the only Director in town from the RFC. 

Senator McCarruy. How often would you say that you received 
calls from either the Democratic or Republican National Headquar- 
ters. 

Mr. Dunuam. Senator, I don’t ever remember receiving a call from 
the Republicans. I may have, but if I did it wasn’t over a couple of 
times. 

1 would think that my calls would have averaged once a week from 
the Democratic National Committee. 

Senator McCarrny. Do you recall offhand who normally would 
have been the person from over there who would talk to you? 

Mr. Dunnam. Yes. Gray Leslie called me more than anybody else 
until Turney Gratz, who went over from the RFC to the commit- 
tee. Because of his personal acquaintance with me—he came from 
Detroit—I think he kind of took over from there on. Just two men, 
principally. 

Senator McCarruy. How long were you a Director ? 

Mr. Dunnam. Two years, just a month or so over two years. 
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Senator Munpr. I started to interrogate you about how many times 
he called. You said Mr. Boyle or somebody from his office called quite 
frequently and would say, “Some of our friends claim they are not 
getting proper treatment, or favorable treatment, or satisf: actory 
treatment. Look this up and”—I think you said, do what? 

Mr. Dunnam. Let me know. 

Senator Munpr. What would be the next step then in the process? 

Mr. Dunnam. I would immediately turn that over to my secretary 
to get all the facts. Perhaps it would come back to me in the form 
of a memorandum or perhaps in the form of a file. 

Sometimes I called back and sometimes she called back and said 
this gentleman told me to say this to you. Or sometimes I would 
call back. 

That was just one of the things. It was not uncommon for people 
from most parts of the United States to come to the Democratic Na- 
tional Committee because they knew somebody there and say: “I 
have a problem with the RFC. Whom should T see? What should 

do?” They might call up and they would ask for the Chairman. If 
he wasn’t in they ‘would ask: “Who is Chairman for the d: ay?’ Maybe 
it would be Dunham. [If it was,“We know him, too. Send him over. 

That was the type of thing. But never—I might say this, sir, for 
the record—never have they criticized us for not carrying out their 
wishes regarding a loan, whatever it was. Sometime we were able to 
say yes, sometimes we had to say no. 

Senator McCarrny. But they would call you and let you know 
what their wishes were? 

Mr. Dunnam. Not particularly in that form of a wish. They would 
call and say: “We have a friend. We are interested in him and he 
hasa loan. What are the chances? What can we tell him?” They 
might, ask that. 

We would say: “That loan was received here a week ago, it is now 
being analyzed by the examiner. I don’t know what his report will 
be. In another week or 10 days we will know all the facts and let 
you know.” 

We would put it on the docket to call them. 

Senator McCarruy. Did Max Siskind contact your office ? 

Mr. Dunnam. I have only recently heard that name. No, sir. 1 
didn’t rely on my memory, and that is the reason for the record in 
my office. 

He may have. But he is not a man that I would know. 

Senator McCarrny. How about Cecil Green? He was Boyle’s 
investigator for a while and worked for the Lithofold Corp. 

Mr. Dunnam. I never remember Mr. Green, no, sir. 

Senator McCarruy. As I recall, you kept a diary in your office. 

Mr. DunnHam. Yes, sir. 

Senator McCarruy. As I recall you testified before Senator Ful- 
bright’s committee. That diary shows a number of calls that you 
got from various people. 

Mr. Dunuam. Yes, sir. 

Senator McCarruy. I assume that that testimony might be valu- 
able as a diary. As I recall your testimony—correct me if I am 
wrong—I thought it was to the effect that you had calls from Boyle 
much, much more often than once a week. 
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Mr. Dunnam. Boyle’s office might have, but not from Mr. Boyle. 

Senator McCarrny. You would not say that you talked to Boyle 
personally about once a week? 

Mr. Dunnam. No, I do not think even that much. I doubt that 
if in the 52 or 104 weeks that I was there—it couldn’t have been 104 
times. 

Senator Munpr. Do we have a copy of the diary ? 

Mr. Fuanacan. We have reviewed the diary and taken out every 
call. 

In connection with the Democratic National Committee, we have 
them right here. 

Senator Munpr. Can you tell us how many there were ¢ 

Mr. Fuanacan. From Boyle personally ? 

Senator Munpr. Yes. It would be hard for Mr. Dunham to re- 
member them. 

Mr. Fianacan. Let me check them. 

Senator McCarruy. While you are checking: Your feeling was 
that Boyle never asked you to do anything that you considered 
improper ? 

Mr. DunHam. That is perfectly true, Senator. Let me explain 
one thing that might clarify your thinking in this: I had two or 
three things that I wanted to ask Mr. Boyle | to do. One of the prob- 
lems discussed when these men would get together was to get men to 
come to Washington to work. I knew a half dozen men that I thought 
should be here working. I introduced them to Mr. Boyle and would 

say: “When are you going to be here? I want to bring fellows like 
Charles Sorenson down,” who are wealthy and retired, with a lot of 
ability. 

I thought they ought to be in Government service. Many times 
I called Mr. Boyle. I am sure I bothered him more than he did me, 
sir. 

Senator McCarruy. Let me ask you this: A number of applica- 
tions you had for loans—of course many of them you had to turn 
down. Would you give us roughly a picture of the type of pressure 
brought upon you from time to time by anyone? I do not mean 
necessarily people in Government. 

Mr. Dunuam. I think I can clarify your thinking on that, too. Beat 
in mind, when I make this statement, that all my life I have loaned 
money. That has been my job always. 

What you might regard as pressure I wouldn’t regard as pressure. 
I mean by that “that when I was in a bank, if a fellow came in and 
wanted a loan, it was not uncommon for him to say: “Listen, I have 
got to have it. Who do I know that you know,” and all the pressure 
that you can think of. 

If you yield to those pressures you shouldn’t loan money. 

I felt that people, when I was with the RFC, had a perfect right to 
come into my office, and if necessary pound the desk and say: “This 
is a good loan; you don’t know what you are talking about.” 

If] accepted their viewpoint 1 didn’t belong there. 

Senator McCarruy. While I can understand the applicant pounding 
the desk or his lawyer pounding the desk, as a normal thing, when he 
comes in to represent a client, how about people in the administration 
or the Senate or the House? Did you have any of that kind of desk 
pounding ¢ 
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Mr. Dunnam. I had a number of calls but never have I had a call 
from anybody who said : “This is something we want you to do.” That 
I have never experienced. 

I received a call from a very important person at the White House. 
He said, “We are interested ina particular loan.” I said, “I think that 
loan is illegal, and I would vote against it. 

1 was never criticized for that. The loan wasn’t made. It did turn 
out to be not the type of thing we should do. 

He didn’t say, “Right or wrong, I want you to do this.” He just 
wanted to be sure it had attention. I was never penalized in any way 
for saying, “I don’t believe that loan is legal, and I will not vote for it.” 

Senator Hory. Mr. Dunham, in order to clarify this a little bit, the 
chief counsel, Mr. Flanagan, has checked. There appears to be nine 
calls that Mr. Boyle made to you directly in the 2 years. 

Mr. Fuanacan. Either he called you or you called him. 

Senator Hory. Suppose he reads them to you to verify it. 

Mr. FuanaGan. To further clarify the record, I might say that we 
reviewed the file for any calls regarding American Lithofold. There 
was only one call which we discussed on the record here. 

Back to these calls from Mr. Boyle: The first call is May 9, 1949. 
“Mr. William Boyle telephoned to make appointment for Mr. George 
Tribble—T-r-i-b-b-]-e—to call on Mr. Dunham tomorrow at 11:30.’ 

Mr. Dunnam. I remember that. 

Senator Hory. Do you remember what that was about ? 

Mr. Dunnam. Yes, sir, I do. 

Senator Hory. You need not go into detail. Was it about a loan? 

Mr. Dunnam. No, sir. He wanted to be director of an insurance 
company that the RFC controlled. 

Senator Hory. He wanted a position ¢ 

Mr. Dunnam. He wanted a position. 

Senator Hory. Take the next one. 

Mr. FLuanaGan. The next call is Friday, May 27, 1949— 

Telephoned Mr. William Boyle, Democratic National Committee. 


Mr. Dunuam. Friday ? 

Mr. FLanaGan. Yes. 

Mr. Dunnam. That was probably a luncheon engagement. 

Senator Hoey. You telephoned him ? 

Mr. DunHam. | tried to make my luncheon engagements on Friday 
because that was the day that we did not have board meetings. 

Senator McCarruy. It would be pretty difficult for him to remem- 
ber 2 years ago. 

Senator Hory. That is right. I thought we would get as much 
clarification as we can. 

Next? 

Mr. FLanaGan. Wednesday, June 1, 1949— 
Also telephoned Mr. Boyle re luncheon, Friday. 


Mr. Dunnam. That is possible. On one or two occasions I arranged 
with Mr. Boyle to go to lunch with these people that I wanted him 
to meet. 

One was a man named Mr. Burns of Detroit, and one other. 

Senator Hory. I just wanted to distinguish what sort of business. 
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Mr. FLranaGan. Wednesday, June 8, 1949— 


Mr. William Boyle telephoned, made appointment for Mr. George Jetter to see 
Mr. Dunham. 

Mr. DunHaAmM. Jetter? 

Mr. FLANAGAN (reading) : 
Mr. Jetter came in at 2: 30. 

Mr. DunHaAmM. I remember that. 

Senator Hory. Was that with reference to a loan? 

Mr. Dunnam. Yes. Mr. Jetter came in and had what I thought 
was an impractical idea. 

Senator Hory. We won’t go into details. 

Mr. Dunnam. He since developed into a good friend. I told him 
it was an impractical idea, and he walked out. 

Mr. FLanaGan. October 13, 1949, Thursday— 
Mr. William Boyle telephoned re George Tribble. Mr. Dunham said he would 
call Mr. Hise Monday and discuss Mr. Tribble’s situation. 

Mr. Dunuam. That is right. The same thing exactly. 

Senator Hory. Was that about the loan ? 

Mr. Dunnam. No. The same thing exactly, about the insurance 
company. 

Senator Hory. About a position ? 

Mr. Dunuam. That is right. 

Mr. Fuanacan. Tuesday, ~ October 2 , 1949— 


Telephoned Mr. Bill Boyle—at home ill. 


Senator Hory. It seems you telephoned him at his home. 

Mr. Dunnam. I have no recollection of what that would be about. 
I apparently didn’t reach him. 

Senator Hory. That is some call you put in for him ? 

Mr. Dunnam. Yes, sir. 

Mr. Fianacan. Thursday, February 9, 1950— 

Mr. Turney Gratz telephoned. Made appointment for Mr. Sam Morris, na- 
tional committeeman from Arizona, to see Mr. Dunham. Mr. Bill Boyle, 
Democratic chairman, also telephoned to tell Mr. Dunham that Mr. Morris 
is a very close friend of his and the purpose of his call is to talk with Mr. 
Dunham re the Copper City Mining Co. of Gila County, Ariz. He said the first 
loan these people had from the RFC in the amount of $3,000,000 has already 
been paid. Mr. Morris called on Mr. Dunham. Mr. Willett was present for a 
short while. Mr. Dunham finally took Mr. Morris to Mr. Mulligan’s office. 

Mr. Dunnam. That is right. I remember that very well. Mr. 
Morris I had never known before. He was a native of Arizona. 

Senator Horry. We will have to suspend for a few moments to vote. 
We will come right back. 

(Recess taken.) 

Senator Hory. You may proceed. 

Mr. Dunnam. He was interested in a loan to a copper company 
that had a rather unique record in its association with the RFC. Dur- 
ing the last World War the RFC took their management and fur- 
nished the money to develop a copper mine that was very successful. 
The copper mine was running out the copper and their problem was 
to develop a new mine that “they had all ready, analyzed, and the 
prospects were good and all that. 

Senator Hory. Mr. Dunham, you need not go into the details of it. 
They wanted a loan? 
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Mr. Dunnam. It had to do with a copper mine loan, yes, sir. 
was afterward granted. 

Senator Horry. Next? 

Mr. Fianagan. Wednesday, July 12, 1950— 
Mr. Bill Boyle’s office telephoned. Made appointment for Leo B. Parker, of 

*arker and Knipmeyer, attorneys, Kansas City, Mo., to see Mr. Dunham at 
3 o'clock. Talked with Mr. Dunham re Preferred Accident. 

We can’t tell whether Mr. Boyle called or his office. It looks like 
merely his office called. 

Mr. DunHam. I don’t know. I would be more inclined to think that 
someone in his office called about that. The Preferred Accident is 
again this insurance company. They wanted to report a situation 
that seemed bad in Chic: ago. We were deeply interested in what they 
wanted to talk about. T hey just wanted to discuss the subject. 

Senator Hory. That was what you discussed ¢ 

Mr. Dunnam. That is right. No loan. 

Mr. Franacan. Thursday, July 19, 1950— 

Mr. Bill Boyle telephoned re possibility of appointing Leo B. Parker to the 
board of Preferred Accident. Said he was most anxious to become associated 
with Preferred in that capacity and asked Mr. Dunham to see what he could 
do to bring that about. Mr. Dunham stated that he would start working on 
it immediately. 

Mr. Dunnam. I did. That was referred to the Chairman. That 
is as far as I know. 

Senator Hory. That was with reference to some appointment ? 

Mr. Dunnam. That was with reference to an appoimtment. 

Senator Horry. Mr. Dunham, these nine incidents where either Mr. 
Boyle or somebody from his office called you or you called him, are 
those the only ine idents that you remember during the 2 years that 
you hs 1d contact with Mr. Boyle or with his office ? 

Mr. Dunnam. Yes, sir. 

Senator Hory. I believe you stated this morning, before you came 
in, Senator, that you did not have any calls from Mr. Boyle about the 
American Lithofold. 

Mr. Dunnam. I don’t remember a single call about that, no, sir, 
from Mr. Boyle. 

Senator Hory. Anyway, your diary shows, and you have no recol- 
lection of any other calls except those shown in your diary ? 

Mr. Dunnam. That is right. 

Senator Hory. Any other questions? 

Senator McCiei.an. I believe you have already stated that there 
was nothing unusual about Members of Congress, Members of the 
Senate, calling and making appointments for constituents who were 
known applicants ? 

Mr. Dunnam. Senator, this may sound silly to you, but I would 
have felt badly if they hadn’t. I would have felt that I was neglect: 
ing my duties ‘if I couldn’t do that. 

Senator Ferguson called me constantly. He would say: “Walter, 
what can you do for this fellow ?” 

“Send him down, let me talk to him.” 

Senator McCretitan. That practice is followed with bankers, with 
anybody who loans money. 
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Mr. Dunnam. You can’t run the RFC without being allowed 
to do that, because I just can’t see any reason why a director shouldn't 
be available to every Member of Congress for anything, and if a 
director responds to bad influence he shouldn’t be there. 

Senator McCueitan. The right sort of a Member of Congress is 
not going to try to apply the bad influence. 

Mr. Dunnam. I have never had a Member of Congress say to me, 
“This is something, my boy, that you have to do.” I would have 
resented it. They were too smart to say it. 

I think it demonstrates a pretty high attitude toward a Govern- 
ment. department. I can say that after 2 years of pretty intensive 
work down here. 

Senator McCietxian. I have one other question to keep this record 
straight. The fact that a loan application is submitted and turned 
down does not necessarily mean that there is no merit in the applica- 
tion, or in the desire for a loan; but is it not true that many times 
they reach your office without being adequately prepared to present 
their true merits? 

Mr. Dunnam. Very true. That often happens. I will tell you 
onother thing that often happens—— 

Senator McCuetnan. Does that not often happen also with 
bankers ¢ 

Mr. Dunuam. Certainly. They just drag on for months some- 
times. 

Senator MoCietian. Is it not also true that in the private banking 
business, in the loaning business, you frequently take an applicant 
and advise him how to get his application in form where the bank 
would consider it, where the board of directors would consider it? 

Mr. Dunuam. That is perfectly true. It is so true. 

Senator McCievitan. That was also true, and a practice, and a 
proper one I should assume, in the RFC? 

Mr. Dunnam. No question about it. 

Senator MoCiettan. I do not mean that that would justify the 
board making every loan it made. 

Mr. Dunnam. No, but you do try. 

Senator McCLe.ian. This is a service institution, I mean the RFC 
is a service agency to those who are eligible and come within the law, 
that the agencies serve. I would see nothing wrong, and I am sure 
that was at least the general practice there, if an applicant, a citizen, 
a corporation, presented an application, and it had not been worked 
up properly to reflect the true picture, or it was not adequate to sup- 
port the amount requested, that there were negotiations and efforts 
made to conciliate the whole matter and reconcile it and bring it into 
form where it would present the case so that the Board could actually 
consider it and act on it favorably if the facts justified it. 

Mr. Dunnam. Very true. This often happens: A man will come in 
and he will have quite a sizeable debt. We will say to him, “You 
qualify in all respects, except we would like, say, $25,000 of your 
debtors to stand aside until after the RFC is paid.” 

He will come back and say, “I can only get $20,000.” You negotiate 
those things. They are just a normal procedure. There is nothing 
wrong about that. 
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Senator McCarruy. I think the record should be perhaps a little 
more complete on this. Incidentally, Mr. Dunham, in bringing out 
these calls that you had from Mr. Boyle, or to Mr. Boyle, I am not 
attempting to indicate one way or the other whether I think they are 
yroper or improper. I just want the facts, in view of the fact that 
Mr. Boyle’s name has been raised by a newspaper. That is why we 
are having the investigation. 

Your diary would indicate that between April 28, 1949, and July 19, 
1950, contacts were made having to do with Mr. Boyle or some close 
personal friend of Mr. Boyle’s on 29 different occasions. 

Is that substantially correct, would you say ¢ 

Mr. Dunnam. His office, Senator, that you referto? Not Mr. Boyle 
personally ¢ 

Senator McCartuy. We have an entry like this, for example—I 
think they should all be put in the record, although I will not read 
them all— 

Mr. Jerome Walsh, attorney, Messrs. Willett and Weaver called on Mr. Dunham 


today with regard to Rhode Island Insurance Co. 


Mr. Walsh is a close personal 
friend of Mr. Boyle’s. 


Then we have: 


Mr. Robert Moore, of the Democratic National Committee, telephoned Mr. Dun 
ham, at the request of Mr. Bill Boyle, re William Caralow, president of the 
Home Savings Bank of Boston. Anxious to get Mr. Caralow on the Board of 
trustees of Waltham Watch. 

Also I find in the diary—I have not counted them all—five pages 
about 20 entries on each page—maybe it averages less—somewhat less 
than a hundred contacts between March 24, 1949, and August 9, 1950, 
with Mr. Merl Young. 

Mr. Merl Young was with the Democratic National Committee too, 
was he not ? 

Mr. Dunnam. For quite a period he was connected with the Demo- 
cratic National Committee. He was there during that period. 

Senator McCarrny. In other words, Mr. Merl Young was the con- 
tact man for the Democratic National Committee ? 

Mr. Dunuam. That is right. During the time he was connected 
with them. 

Senator McCarruy. I gather from this that you saw him, from the 
entries in the diary, a period from the last of March to the first part 
of August, about 16 months—480 days—about every 4 or 5 days on an 
average ¢ 

Mr. Dunnam. I would think so, yes. 

Senator McCarruy. That was about loans, I assume? 

Mr. Dunnam. It was about everything. It really was about every- 
thing. 

Senator McCartny. The only thing that you had to do with were 
RFC loans? Is that it? 

Mr. Dunnam. No. It wasn’t entirely. If we had lunch together 
it might be that. If he were on his way to lunch and stopped in the 
office, he might say, “Let’s go to lunch together.” 

Senator McCarrny. Did he make any contacts with you with re- 
gard to different loans? 

Mr. Dunnam. Yes, sir. 

Senator Mcnpr. Who is that? 
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Senator McCarruy. Mr. Merl Young. 


. 
There were 29 contacts with Boyle, or with close friends of Boyle. ; Nat 
Take, for example, an entry such as this: July 8, 1949: 4 . d 
Mr. Robert Moore, Democratic National Committee, telephoned Mr. Dunham, s 
at the request of Mr. Bill Boyle, re William Caralow, president of the Home say 
Savings Bank of Boston. Anxious to get Mr. Caralow on the board of trustees \ 
of Waltham Watch. a 
At that time RFC had loaned money to Waltham Watch, I assume? q Tea 
He was trying to get this man on the board of trustees of Waltham i Fla 
Watch? ; chat 
Mr. Dunnam. I assume that call was made to all directors if it was j able 
true the chairman submitted his name along with others. I don’t 3 cant 
think he ever got on the board. q ae? 
Senator McCarriry. I donot quite get the picture. It seems unusual 4 S 
for the Republican National Committee or the Democratic National ; M 
Committee, either one, to contact you and try to get you to get some- { S 
body on the board of trustees of a corporation to which you were loan- tion 
ing money. That would not be your function, would it ? 3 M 
Mr. Dunuam. At that — Senator, the Waltham Watch was in the 
court. I think the RFC—-I am not quite clear on this—it seems to me tien 
that had the right to approve or suggest trustees to act under the direc- ; S 
tion of the court. 4 deta 
Senator McCarrny. It was under receivership at that time ? 4 Se fe 
Mr. Dunnam. It was in receivership. d weld 
Senator McCarruy. You were talking about Preferred Accident a q Y 
minute ago. Is that a corporation that made application for a loan? "7 oom 
Mr. Dunnam. That is an insurance company that had a loan for q M 
years. It was one we were trying to work out of. q Ce 
Senator McCarruy. They were not in receivership, were they ? q een 
Mr. Dunnam. I think they are now. 2 tacks 
Senator McCarruy. They were not at that time ? 3 M 
Mr. Dunnam. They were not at that time ; no, sir. 3 oven 
Senator McCarrny. You mentioned that Mr. Boyle had contacted q Se 
you. I donot recall the exact language. here 
Mr. Dunnam. Mr. Tribble. He wanted Mr. Tribble on that board. q M 
Senator McCartuy. Mr. Boyle wanted Mr. Tribble on that board ? 3 Se 
Did you take steps to try to get Mr. Tribble on the board ? 9 on k 
Mr. Dunnam. I simply ‘referred it to the Chairman. That is the q Me. 
way the matter was cleared. It would be the normal way to clear it. 4 Mi 
Senator McCarruy. Do you consider that one of your functions ™° toM 
where you are making a loan is to exert pressure on a corporation to a Se 
put one of your friends on the board ? A thin 
Mr. Dunnam. It is a little more than that. We had to name that 4 M 
board of directors because that company was practically owned by a Se: 
the RFC. They couldn’t put anybody on the board without our ap- g wruwe 
proval. So that if a man wanted to get on the board it would simplify aioe 
matters for him to get the approval ‘of the REC. 3 Chri: 
It would simplify matters to have them suggest it, because that par- Di. 
ticular company couldn’t have a director that we didn’t approve. a Mi 
Senator McCarrny. Did Mr. Merl Young ever try to exert any q a car 
influence on you in the making of a loan ? a that 
Mr. Dunnam. Never personally. Never at all, in the influence of a very 
making a loan. Oftentimes he would represent the committee in sug- 4 I thi 


gesting that “so and so is our friend, see what you can do.” 
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Senator McCarruy. By the committee, you mean the Democratic 
National Committee ? 

Mr. Dunnam. Yes. 

Senator McCarruy. Roughly how many different loans would you 
say that you had donethat in? Quite a sizable number / 

Mr. Dunnam. I would think it would be quite a few of them. I 
wouldn't attempt to say how many. 

Senator Nixon. Mr. Chairman, for clarification, could I ask Mr. 
Flanagan this question: In searching the diary for these entries with 
regard to contacts by the Democratic National Committee, are you 
able to say whether or not there were any, and if so, how many con- 
tacts were made by the Republican National Committee / 

Mr. FuanaGan. We have not examined along that line. 

Senator Nrxon. Can you do so befor e the hearing tomorrow ? 2 

Mr. FLaAnaGan. Yes. 

Senator Nixon. I think it would be interesting to get that informa- 
tion in the record also. 

Mr. FranacGan. In order to do that we would have to know who 
the employees of the Republican National Committee were at that 
time, or their contact men also. 

Senator McCarruy. I notice these entries indicate—they are fairly 
detailed entries—they show what the relationship of the individual 
is to the Democratic National Committee. So I assume the same 
would apply to the Republican National Committee. 

You said Mr. Merl Young was the liaison man between the national 
committee and your office ? 

Mr. Dunnam. Yes, sir; by that time. 

Senator McCarriuy. He had roughly over a hundred contacts with 
you in 16 months. Would you say he had an equal number of con- 
tacts with the other members of the Board 4 

Mr. Dunnam. That I wouldn’t attempt to guess. I would assume 
even more. 

Senator McCarrny. So that Mr. Merl Young—how many mem- 
bers were there to the Board ¢ 

Mr. Dunnam. Five. 

Senator McCartuy. He contacted you on an average of every 4 
or 5 days, and if he contacted the others more, it would mean that 
Mr. Young was a daily caller at the RFC office. 

Mr. Dunnam. It wouldn’t surprise me a bit. I think he was closer 
to Mr. Willett, perhaps, than he was to anybody else. 

Senator McCarrny. I believe that Mr. Young is no longer with 
the national committee / 

Mr. DunuaAm. Yes; he is no longer with them. 

Senator McCarruy. There has been testimony here that Mr. Green 
gave some Polaroid cameras to certain, I believe one RFC official. I 
do not remember his name. He also gave some hams, some perfume, 
Christmas presents, I believe, princ ipally. 

Did he ever give you any gifts at all? 

Mr. Dunnam. No, sir. Mr. Green is unknown to me. I never got 
a camera or pen or anything from him. The only camera incident 
that I remember, wlten I was with the RFC, was a man brought a 
very valuable piece of camera equipment in. I sent it back to him. 
I think that is shown in the diary. 
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I have forgotten the man’s name. He is from Néw York. He 
meant it kindly, I am sure, but I just sent it back to him. 

Senator McCarrny. As far as you were concerned, you personally 
did not get any of these gifts 

Mr. Dunnam. No, sir. 

Senator Munpr. Can you check in the diary if it was Green? 

Mr. Dunwan. It was not Green. I can almost think of his name. 
I can’t think of the name of the concern. This gentleman’s name was 
Mayer—M-a-y-e-r. 

Senator Munpr. Had nothing to do with Lithofold? 

Mr. DunuHam. Nothing at all. 

Senator Nixon. Mr. Dunham, at that point, you say you were offered 
some camera equipment and you sent it back. In sending it back 
did you do that because you would consider that taking such equip- 
ment would be unethical ? 

Mr. Dunnam. Yes, sir; I did. That was the only instance 
vane I thought that anybody was offering me something—because 

I didn’t know the gentleman, and he came in with a very beautiful 
thing. I reported it to the Board, and I sent the equipment over to 
the secretary, who returned it in the name of the RFC so that there 
would be no question about whether it was returned or not. It was 
done at my request, that the secretary of the RFC return it. I asked 
my secretary to put it in the minutes what had occurred. 

Senator McCarruy. Would you recall whether Bill Boyle, Merl 
Young, or anyone from the national committee ever contacted you 
with regard toa _ to the Longview Paper Co., at Longview, W ash. ? 

Mr. Dunnam. I do not know. I am sorry that I just don’t recol- 
lect. I would have to rely on the record for that. 

Senator McCartiy. I wonder if you could send that information to 
Mr. Flanagan. 

Mr. Dunnam. The only way that I could check that is in the rec- 
ords that you have here. : 

Senator McCartnuy. How about the D. G. Decks Co., Spirit Lake, 
Iowa? Do you recall any contacts by Merl Young or anyone with 
regard to a loan for that company ? 

Mr. Dunnam. I wouldn’t want to say that I did. I don’t recall it. 

Senator McCarrny. Do either of those names ring a bell? 

Mr. DunuHam. No, they don’t. 

Senator Munpt. Do you assume they would show up in the diary ? 

Mr. Dunnam. If anybody brought a gentleman in to see me about 
that loan they would show up in the diary, I am sure. 

Senator Hory. We have another vote, gentlemen. We will have 
to suspend. 

Senator McCarrny. I have just one more question. Do I under- 
stand that Mr. Merl Young contacted the RFC almost daily in re- 
gard to a great number of different RFC loans in behalf of people 
applyi ing for loans? 

Mr. Dunuam. I don’t want to make the general statement of what 
he did to other directors. He contacted me very often. I assume 
that I was not picked out to contact because I gave him no special 
attention. 

Senator McCarruy. In other words, you feel that you did not give 
him any special consideration so that he would have no special reason 
to be contacting you? 
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Mr. Dunnam. He was not as close to me, perhaps. 

Senator McCarruy. He was contacting you on behalf of people 
who applied for loans? 

Mr. Dunnam. Yes. 

Senator McCartuy. Did you know if he was on their payrolls at 
the time? 

Mr. Dunnam. The only payroll that I knew anything about was 
the Lustron and Jacobs. Both of those loans occurred before I got 
there. 

Senator Hory. We will suspend for a few minutes to answer the 
roll call. 

(Recess taken.) 

Senator McCietnan (presiding). The committee will come to 
order. We will proceed. Mr. Dunham? Are there any more ques- 
tions, Senator McCarthy / 

Senator McCartny. Mr. Chairman, I think what we should do—in 
just going through this I find there are many additional contacts 
with Boyle listed under the first 29. I believe, so that we can intel- 
ligently question Mr. Boyle, this should be made a part of the record. 
Do you not think so? 

Senator McCuienian. It may be made part of the record. I do not 
know whether we need to have it all printed in the record or not. 

Senator McCarrny. It is not lengthy. 

Senator McCLetnan. We can have it made a part of the record at 
any time. It is our document, on file here. 

Senator McCarruy. Mr. Dunham, were you ever disturbed by the 
constant daily contacts with the RFC by Merl Young on behalf of 
diffierent people who were applying for loans? In other words, did 
you conus that proper ¢ 

Mr. Dunnam. Yes. Iran perhaps an office that does not lend itself 
to public service as well as it should. At any rate, anybody could 
come into my office on any subject at any time. I instructed my 
secretary to let anybody see me. I also ran that kind of office at the 
bank and it seemed perfectly proper to me here. 

Senator McCarrny. Let me interrupt. In discussing the Demo- 
cratic national headquarters, this is not intended cert: ainly as an attack 
upon the Democrats. Whatever party is in power will be able to 
exert influence. The Democrats happen to be in power now. If the 
Republicans happened to be in power perhaps the same thing would 
goon. I do not know. 

Mr. Cuarrman, I have a very urgent call. I would like to take care 
of that and come back in 3 minutes. 

Senator McCuetian, Very well. 

Mr. Dunham, do you know a Mr. James Finnegan in connection 
with this American Lithofold Corp. loan, or any “other? Did Mr. 
Finnegan ever contact you regarding this loan? He, at the time, was 
internal revenue collector in St. Louis. Did he ever contact you? 

Mr. Dunnam. I have no recollection of ever seeing or meeting Mr. 
Finnegan. I have no recollection of him ever contacting me for any 
purpose. | , 

Senator McCLettan. There were no telephone calls from him? 

Mr. Dunuam. Nothing that I can recall, and I am sure that—well, 
nothing that I can recall. 
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Senator McCietitan. Do you recall whether you have anything in 
your diary relating to him in any way ? 

Mr. Dunnam. Senator, I have never seen that diary. That may 
seem strange to you, but I have never read the diary. It is a record 
that my secretary kept. The F ulbright committee came down and 
took it: When they came down to get it I did not even know what 
it looked like on the outside. I had never seen it. 

Senator Nixon. It was just a straight office diary, I assume, as we all 
keep. 

Mr. Dunnam. That is right. It-was used, you see—first, let me 
say that it was the practice ‘of this particular secretary, who is very 
competent, and very fine, to do this for other directors before me. 
It made a director look pretty good if you came in and said, “Last 
April when you were here I talked to you about so and so” and the 
director said “I remember what was said at that time.” It kind of 
brought you up to date. I would not rely on my memory of what 
hi appened. So the diary was never intended to be any more than an 
assistant to the director. 

Senator McCLe.ian. So far as you know that office diary kept by 
your secretary was substantially correct ? 

Mr. Dunnam. That is correct. I would not want to dispute any 
part of it. 

Senator McCLe..aNn. So far as anything revealed in it, you say you 
have never seen it ? 

Mr. DunHam. That is right. 

Senator McCuenian. All that you have seen revealed, or that has 
come to your knowledge, is cor rect ? 

Mr. Dunnam. As far as I know, that is correct. 

Senator McCietian. You do not know whether Mr. Finnegan’s 
name, from St. Louis, appears in it or not with relation to this loan? 

Mr. Dunnam. No, sir. 

Mr. Fuanacan. I might state that we have examined the diary 
thoroughly and we find no references to Jim Finnegan. 

Senator McCiettan. You have no personal recollection whatso- 
ever / 

Mr. Dunnam. I have no personal recollection whatsoever. 

Senator McCietian. That is all that I care to ask. 

Senator Hory (presiding). Are there any other questions? 

Mr. FLanaGan. Senator McCarthy was in the middle of a question, 
but he had to leave for a few minutes. 

Senator Hory. Senator, do you have any questions? 

Senator Unperwoop. I would like to ask this. So far as you ob- 
served these calls that were made, they were personal calls of the type 
that anyone would be likely to make? 

Mr. Dunnam. More than that. I think they are calls that you 
are allowed to make under the law. I think the law gives you the 
right to do that. 

Senator UnpEerwoop. Did you not get a good number of calls from 
Senators and Congressmen ? 

Mr. Dunnam. Yes, sir; a great many from personal friends. I 
think the law entitles them to do that. 

Senator Nixon. How do you explain the apparent lack of calls from 
the Republican National Committee? This is a bipartisan board. 
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Mr. Dunuam. I know it is. I have always thought that a biparti- 
san board should have a Republican vice chairman, which they did 
not have. But I never have been able to explain why the lack of in- 
terest from that particular source. 

Senator Nixon. You cannot recall any incident, can you, yourself, 
of a call from the Republican National Committee / 

Mr. Dunuam. That is right. 

Senator Hory. Senator McCarthy, did you want to finish? 

Senator McCarrny. Yes. 

You are passing on these loans, either granting or refusing, solely 
from the standpoint of merit ? 

Mr. Dunnam. That is right. 

Senator McCarruy. You did not need any advice from any Con- 
gressmen or from the Democratic National Committee, did you? 

Mr. Dunnam. No, sir. We passed on them in the absence of ad- 
vice, of course. 

Senator McCarrny. Did you think Mr. Merl Young was trying to 
influence you in the granting of loans to certain of his friends? 

Mr. Dunnam. I never got the impression that he was. I think he 
was interested. I think you will find—and I only say this from 
memory—lI think you will find that his interest in me stopped abrupt- 
ly when he ceased to be a representative of the Democratic National 
Committee. The Democratic National Committee were interested in 
loans and were interested in seeing that their friends got good service 
and so on. 

Senator McCarruy. By good service you mean that they got special 
consideration ? 

Mr. Dunnam. Mr. Young had a couple of brothers that I thought 
at times imposed on the Directors, or imposed on me as an RFC 
Director. But he never had any influence in a decision regarding a 
loan. 

Senator McCarruy. Since you have learned that Mr. Young re- 
ceived an $8,000 or $9,000 mink coat or that sort of thing from people 
who have ‘applied for loans, there is no doubt in your mind now but 
that Mr. Young was trying to get special consideration for people in 
whose behalf he contacted 4 you! , 

Mr. Dunnam. All IT can say, Senator, is that—— 

Senator McCarrny. I am just trying to get the truth of the matter. 

Mr. Dunnam. Yes; and I want to give it to you. I am not trying 
to hold anything back. All I can say is that I believe that the entire 
interest of Mr. Young in me emanated from the committee, rather 
than from him personally. 

Senator McCarrny. Having emanated from the committee, he was 
contacting you in behalf of certain individuals who had applied for 
loans. 

Mr. Dunnam. That is right. 

Senator McCarrny. The only reason for him to contact you was 
to see that they would get better consideration, is that right ? 

Mr. Dunnam. No. I think there might be other reasons. 

Senator McCarrny. Is that one of the reasons? 

Mr. Dunnam. That might be a reason. 

Senator McCarruy. Might be? You had a hundred contacts with 
him. You are an intelligent man. 
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Mr. Dunnam. Here is what I want to say: I would have resented 
anybody thinking that by contacting me that their applicant or their 
friend or their associate could get better consideration. Maybe that 
was his purpose. I only want to let him explain it if it was. I feel 
that 

Senator McCarruy. I am not asking you whether you gave any 
special consideration or not. You have been in this business for : a long 
time. Was that not the principal reason why Merl Young was con- 
tacting you, to get special consideration for these people! Is there 
any other reason to contact you? 

Mr. Dunnam. Just cut out the word “special,” Senator, and TI will 
agree with you. But I think he was just smart ‘enough not to ask 
for Speci ial consideration. 

Senator McCarruy. Put it this way: Consideration that they would 
not get if he had not contacted you. 

Mr. Dunnam. That is special. 

Senator McCarruy. If John Jones had a loan in the process of 
consideration, it was not necessary for Merl Young to contact you, was 
it? 

Mr. Dunuam. Merely as far as the RFC was concerned, was it 
necessary for anybody to contact me. But he may have been a friend 
of Mr. X and Mr. X wanted him to do it, or Mr. X wanted to meet a 
Director. 

Senator McCarruy. Let me ask you pare. ae that you have 
learned that Merl Young was getting gifts, or his wife was, from 
people who had filed applications for a ole 4 is there any doubt in 
your mind but what those people who had filed the applications 
thought that Mr. Young was getting special consideration ? 

Mr. Dunnam. I will go along with you on that. 

Senator McCarrny. So that either Mr. Young was getting some 
special consideration for loan applications or at least he was receiving 
them. Put it that way. 

Mr. Dunnam. I will agree with you on that. 

Senator McCartrnuy. You do not know of any of the other members 
of the Board of Directors who received gifts ? 

Mr. Dunuam. No; I do not. 

Senator McCartuy. If it developed that some of them did take, for 
example, Polaroid cameras, or hams, perfumes for their wives or 
daughters or girl friends, whatever they happened to be, you would 
consider that improper, would you not ? 

Mr. Dunnam. It is according to whom it came from. I get a great 
many presents and I have all my life. I have one friend who sent me 
a turkey every Thanksgiving and every Christmas for 25 years. Yet, 
he has never had any dealings with the RFC. 

Senator McCarriy. Put it this w ay: If it develops that they re- 
ceived gifts from someone who had a loan application pending with 
the RFC or to whom the RFC had loaned money, would you then con- 
sider it improper and unethical if it develops that they received say 
a camera worth $100, or hams, perfumes, things like that. Would you 
consider that improper ¢ 

Mr. Dunnam. Again I would like to inject—— 

Senator Hory. Senator, do you think it is possible to make these 
witnesses pass on somebody else’s conduct? Would it not be better 
to tell what he does?) When the witness comes you can ask him about 
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it. I think it is sort of making the witness pass on somebody else’s 
conduct. 

Senator McCartuy. This is the purpose of it, Mr. Chairman: We 
have a Board down here—— 

Senator Hory. I understand that. But do not you think it ought 
to be that the questions should be directed to these people themselves 

Senator McCarruy. I want to get my thought. I do not want to 
belabor the point. As Director I want to get his idea of what he 
would consider right or wrong concerning the men over whom he had 
supervision. You were Director and the other Board members were 
in effect under your semisupervision. Is that right? 

Mr, Dunnam. The other Board members, we were all on an equal 
basis. 

Senator Munpr. The examiners were, however ? 

Mr. Dunnam. The examiners were. Let me explain. 

Senator McCartuy. I will drop that question. 

Mr. Dunnam. Let me say this about that particular question 

Senator McCarruy. If it developed that one of the examiners— 

Mr. Dunuam. I think it would be dead wrong. 

Senator McCarruy. Thank you. I was sure that would be your 
answer. 

Senator Hory. Any further questions? 

Senator Munpr. Yes. I want to ask a few questions about the 
Board members that you are talking about, which 1 understand in 
some instances when the RFC made a loan to a corporation which 
was sort of shaky, as the Waltham Watch Co. was at one time, 
it was the policy of the RFC Board to appoint directors of that 
company, is that right ? 

Mr. Dunnam. Yes. At different times—I do not know that it 
amounted to a policy, but it was the practice on different occasions 
to do that. 

Senator Munpr. What I am trying to get is what salaries would 
a Board member receive. Was that a good job? 

Mr. Dunnam. I think whatever they received they had to turn in 
tothe RFC. Without inquiring I would think that would be exactly 
what they do. 

Senator Munpr, Did you just appoint RFC people to those boards? 

Mr. Dunnam. If we did appoint RFC people. 

Senator Munpr. I thought you appointed them from the outside. 

Mr. Dunnam. That is true. The salary that they received would 
be set by somebody else, the board of directors, subject to our approval, 
or somebody else. It might be just a director’s fee, or it might be, if 
they were employed in a more permanent capacity, that they would 
get other salaries. There was no policy in regard to that. 

Senator Munpr. Was it the practice of the RFC to make your ap- 
pointments to these board positions when you made them, upon politi- 
cal recommendations ? 

Mr. Dunnam. The Chairman would have to answer that because 
they were all cleared through him, sir. I do not know. I am not 
going to say to you that they were not made that way. But I would 
have to ask the Chairman. 

Senator Munpr. I deduce that from the fact that you said the Demo- 
cratic Committee had contacted you directly relative to these ap- 
pointments. 
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Mr. Dunnam. If you wanted me to speculate I would say that is a 
true statement. But I do not know. 

Senator Munpr. How about the RFC Board members, Directors, 
like you. Were your jobs considered political jobs, nonpolitical, or 
a bipartisan board ¢ 

Mr. Dunnam. By all means nonpolitical. I never considered that 
I owed any special privileges to any political party. 

Senator Munpr. In other words, to get the appointment in the first 
instance you did not get any political “endorsements / 

Mr. Dunnam. Apparently I did not. I did not know that I was 
going to be suggested for the Board of Directors until after it was 
done. SoIhad no w ay of knowing. 

Senator Munpr. You did not apply for the job? 

Mr. Dunnam. No, sir. I did not know there was a job. The first 
thing I knew they had sent my name in and wired me. I was on my 
way to California when I got the message. 

Senator Munpr. That is all. 

Senator Hory. Thank you, Mr. Dunham. 

Senator Nixon. One question, Mr. Chairman. I did not realize 
you were through. 

Senator Hoey. Certainly. 

Senator Nrxon. I am curious on one point. Mention was made of 
the fact, in fact you stressed the point, that it was natural to receive 

calls from Members of the House and Members of the Senate. 

Mr. Dunuam. Yes. 

Senator Nrxon. You included in that, from the National Committee. 
I mean that you would expect it? 

Mr. Dunnam. Yes. 

Senator Nrxon. I still get back to this point: How do you explain 
the fact that your calls would come only from the Democratic Na- 
tional Committee? 

Mr. Dunnam. I have thought about it a lot. I am a life-long 
Republican, my father before me was, and I am just at a loss to under- 
stand why we did not. 

Senator Nrxon. As a matter of fact, is this not the point, and if 
the Republicans were in IT would say the same thing in that respect: 
Is it not a fact that the natural conclusion you would draw from that 
would be that a prospective borrower would feel that he might get 
better treatment by proceeding through the administration in power, 

rather than through the minority party, even though this is a bi- 
partisan board? Would that be your conclusion ? 

Mr. Dunnam. I would rather not draw a conclusion. Let me tell 
you of an experience that I had one time. I was in the Statler Hotel 
and I met Mr. Gunderson. Mr. Gunderson of our Board was a Re- 
publican and he was well acquainted apparently with Mr. Gabrielson. 
I saw him and someone said “That is Mr. Gabrielson.” I went over 
and introduced myself to Mr. Gabrielson. I said “T am surprised 
that I have never met you before.” I have never met him since. 

Senator Nrxon. That is all. 

Senator McCarruy. Am I correct that where a corporation was 
in financial difficulty and applied for a loan, sometimes the RFC 
would insist upon placing upon the board of directors, if they are 
in receivership, some man in whom they have confidence, to insure 
better financial operation of the corporation ? 
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Mr. Dunuam. Yes. 
from that sick company. 

Senator McCarruy. In other words, to protect your loan, you 
sometimes insist that they place upon a board of directors some indi- 
viduals in whom you have confidence. 

Mr. Dunnam. That is right. 

Senator McCarruy. And as you say, also to get information. 

Mr. Dunnam. That is right. 

Senator McCarruy. Roughly, what would the salary be in a case 
like that? $10,000, $15,000, or $20,000 ¢ 

Mr. Dunnam. It would be a guess. 

Senator McCarruy. Like the Waltham Watch Co., for example. 

Mr. Dunnam. I doubt if there is a salary in either one of them. 
I do not know what the interest woud be. Mr. Gunderson, a Repub- 
lican member of the RFC Board, was put on the board of the Denver 
& Rio Grande Railway 

Senator McCartuy. We are speaking of different things. I am 
not speaking of members of the RFC who were placed on the board 
for information purposes. I am speaking of outside individuals who 
were placed on the board of directors of one of these large corpora- 
tions that applied for a loan. What would the average salary be ? 

Mr. Dunnam. It would be impossible tostate that. Onthe B. & O., 
for example, the salaries might be $50,000 or $75,000 a year. On the 
Waltham it would be what the court said. So I would not know, 
sir. It would be something 

Senator McCarruy. Let me ask this final question. JI notice in 
your diary that quite often the Democratic National Committee 
recommended people to you for placement on the board of trustees of 
one of these applicant corporations, a corporation applying for a loan. 
Could you tell us roughly about how many times people were placed 
on the board of directors, one of these outfits, applying for a loan, 
upon the recommendation of the Democratic National Committee? 
Can you make any kind of a guess at all 4 

Mr. Dunnam. Within the 2 years that I was there I would esti- 
mate maybe a half dozen people. 

Senator McCarrny. Would you have any comment to make as to 
whether you think that is proper or improper for the political appoint- 
ment of people on the board of directors, the companies applying for 
loans ? 

Mr. Dunnam. If this were a Government run as a business, I would 
say avoid every bit of it. But the problem in Government is always 
to get men who are first in line to do a certain job. I think that you 
have to rely on every source that you can get to get those men. If 
they put the wrong men in, then it is the fault of the person who does 
the O. K.’ ing, not th re fault of the man who wants the job, because 
wrong men always want jobs. 

Senator McCartuy. No further questions. 

Senator Munpr. Mr. Chairman, before Mr. Dunham leaves I would 
like to satisfy myself on one point. As I understand our reason for 
having his testimony in executive session instead of public session 
because of reasons of health involving Mr. Dunham. 

Senator Hory. That is true. 

Senator Munpr. And he has no objection to our making this testi- 
mony a part of the public record. 
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Mr. DunuaM. Not a bit. 

Senator Hory. That is understood... I think I previously announced 
that what we would do would be to release m the morning to the 
press—the reason I suggest in the morning is so that it can be written 
up—so they can get an accurate record. 

Mr. Dunuam. I do express my appreciation to you for receiving me 
this way. Thank you very much. 

Senator Hory. Call Mr. Hise. 

Senator McCarrny. Mr. Chairman, before the witness starts to 
testify, I am going to leave, not because I lack interest in your testi- 
mony, Mr. Hise, but because I must leave. 

Senator Hory. Will you hold up your right hand? Do you sol- 
emnly swear that the testimony you will give in this hearing will be 
the truth, the whole truth and nothing but the truth, so help you God? 

Mr. Hise. I do. 


TESTIMONY OF HARLEY HISE, SAN FRANCISCO, CALIF. 


Senator Hory. Mr. Hise, will you give to the reporter your name 
and present address ? 

Mr. Hise. Harley Hise, 1880 Jackson Street, San Francisco, Calif. 

Senator Hory. What position did you hold with the RFC and for 
what period of time? 

Mr. Hise. I was a Director in the RFC from July 16, 1947 until 
October 9, 1950.- I was Chairman of the Board of Directors RFC 
from August 5, 1948, until October 9, 1950. 

Senator Hory. You retired October 9, 1950? 

Mr. Hise. That is correct. 

Senator Hory. Mr. Flanagan ? 

Mr. Fuanacan. Mr. Hise, the committee is specifically interested in 
the two loans which were granted to the American Lithofold Corp. in 
1949. To refresh your recollection, the first loan requested that went 
to the Board was in January 1949, at which time the Board auto- 
matically declined that loan. Is it true that in that case the Board 
would not even consider the facts in the case ? 

Mr. Hise. On an automatic decline ? 

Mr. FLuanaGan. Yes. 

Mr. Hise. We would not have the facts. We would have no infor- 
mation. 

Mr. FianaGan. The next time that the American Lithofold loan 
came before the Board of Directors was on February 28, 1949, at which 
time it was requested that they receive a refunding loan of approxi- 
mately half a million dollars, or in heu of that, working capital loan 
in the amount of $125,000. Do you recall now being present at that 
meeting at which time that loan was declined ? 

Mr. Hise. 1 do not. 

Senator McCLettan. Mr. Chairman, may I get clear for the record, 
for myself at least: When you say automatic decline, that meant that 
you had nothing before you at all? 

Mr. Hisz. That is correct, Senator. 

Senator McCLe.t.an. Does that mean that simply because the exam- 
ining board and staff all unanimously recommended that the loan be 
declined, that the Board simply would not consider it? Is that what 
you mean ¢ 
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Mr. Hise. That is it exactly. 

Senator McCLELLAN. So it came to you, all up the line, as being 
declined, from the manager in St. Louis on through your examining 
board and review board ‘and so forth, and for that reason the Board 
refused to consider it, and that made it an automatic decline / 

Mr. Hise. For that reason it was not presented to the Board, 

Senator. 

Senator McCie.ian. The Board did not act any way at all? 

Mr. Hise. The way they handled an autom: itic decline, they came 
through the office of ‘loans. They would merely list it, the name, the 
amounts, and when we finished the meeting the office of loans would 
present it, say “Here is a list of automatic declines.” We would say 
that the list is declined. That would go into the minutes. 

Senator McCLe.ian. You just approve their action without con- 
sidering the merits of it ‘ 

Mr. Hisr, That is right. 

Senator McCue tian. Thank you. 

Mr. Fuanacan. Mr. Hise, do you recall that on March 3, 1949, or 
3 days after this loan was declined on the 28th, that the Board ap- 
by a three-to-two vote, approved a working capital loan in the amount 
of $80,000 ¢ 

Mr. Hise. I have no such independent recollection. 

Mr. Franacan. You do not recall that at all? 

Mr. Hise. No, sir. 

Mr. Fuanacan. Do you recall that on September 30, 1949, the Board, 
by a three-to-two vote, approved a working capital loans in the amount 
of $465,000 for this firm / 

Mr. Hise. No, sir, I do not. If the record shows that to be the 
fact—— 

Mr. FiranaGan. The record shows that you voted for that loan. 

Mr. Hise. If it does, I voted for it. 

Mr. Fianacan. You have no independent recollection now of any 
discussion or any consideration of that loan ¢ 

Mr. Hise. I do not. 

Mr. FiranaGan. Do you recall that on November 14, 1949, American 
Lithofold Corp. was granted an additional $100,000 to their $465,000 
loan ¢ 

Mr. Hise. I do pot. 

Mr. FuanaGan. By a vote of four to nothing at that time? 

Mr. Hise. No, sir. 

Mr. Franacan. You voting for it. 

Mr. Hise. No, sir. 

Senator Hory. At this juncture, Mr. Hise: How many loans did you 
average in the Board, which were considered at a meeting ? 

Mr. Hisr. Detailed consideration, I do not remember, Senator. I 
would say that we had regular meetings on Mondays and Thursdays 
of each week. We had a ‘rather SIZ able loan docket at each meeting. 
Sometimes I would say 15 or 20 loans. Maybe occasionally a few less, 
maybe occasionally a few more. 

Senator Horr. So that you had those meetings and special meeting 
also ? 

Mr. Hise. Very often we would have special meetings between. 


Senator Hory. So you had from 25 to 50 or a hundred loans a week 
to consider ? 
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Mr. Hise. I imagine we would have at least that, Senator. 

Senator Hory. You do not have a personal recollection of these 
particular loans? 

Mr. Hiss. No, I do not. 

Mr. FuanaGan. Do you have any personal recollection of discussing 
the American Lithofold loan with anybody outside of the RFC ‘ 

Mr. Hise. I do not recall having discussed it with anybody either 
inside or outside. But it must have been discussed at some Board 
meetings. Our meetings were just informal, like this meeting. We 
would sit around the table and various Board Members or the staff 
would present facts to us. When all the facts were assembled, we 
would pass on that particular loan and go on to the next on that 
particular day’s docket. 

Mr. Fuanacan. This morning in his testimony before this subcom- 
mittee Mr. J. R. Toole, who was then treasurer of the American Litho- 
fold Corp., testified and his diary indicated, that he conferred with 
you on January 14, 1949, and that Mr. Ernest Howard, of the RFC, 
Was present at that conference. 

Do you have any present independent recollection of that confer- 
ence with Mr. Toole or with Mr. Howard ¢ 

Mr. Hise. I don’t recall ever having seen or talked with Mr. Toole 
at any time. But if he has a record to that effect, he could very well 
have talked to me. 

Mr. Fuanacan. Mr. Toole’s record indicates that on that occasion, 
at that meeting, you told Mr. Howard to try to work out a way of lend- 
ing the corporation $100,000 ¢ 

Mr. Hise. That would be in line with our general policy. We tried 
to make a loan in every case that we could possibly do so, because the 
people who came to us were people who were not able to get a loan 
from any other source. Otherwise they wouldn’t have been there. 

If this particular man came to me, I would refer him to the Office 
of Loans by sending for the head of the Office of Loans or someone next 
in line who was available at that particular time. I would ask who- 
ever came to go and work with the man and to do everything possible 
to make a loan if it could be made. 

That would be no different in the case of the Lithofold application 
than it would be in any other application that came to us. 

Mr. Fianacan. Do you recall at any time when this loan was under 
discussion that Mr. William M. Boyle, Jr., of the Democratic Na- 
tional Committee, called you with regard to this loan? 

Mr. Hise. I remember no such telephone vall, but had he called, the 
same reference would have been made as I have indicated just next 
above. I would have referred it to the Office of Loans and asked 
them to do anything they could. 

Mr. Fuanacan. Do you recall that Mr. Boyle ever contacted you 
with regard to any loan? 

Mr. Hise. I don’t recall that he ever contacted me with reference to 
any specific loan. I know that he has called me and asked me in some 
instances—I don’t know how many, very few, possibly—to meet with 
someone he would send over. 

The same procedure would be taken with Mr. Boyle as we would 
take with an individual who might be sent to me by any of the Sen- 
ators here, or any Member of the Senate or of the House. My pro- 
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cedure would be the same: talk to the people sent to me, pass them 
along to the head of the Office of Loans, with instructions to do every- 
thing possible to make the loan. Xa : 

Mr. Fuanacan. Did-Mr. Boyle ever discuss the merits of the Ameri- 
ean Lithofold or any other loan with you? 

Mr. Hise. I recall no such conversations. 

Mr. Fuanacan. The only conversations that you had with Mr. 
Boyle were in those instances where Mr. Boyle would call and make 
appointments ? 

Mr. Hise. He might—I am sure that he did make some appoint- 
ments. I don’t recall any specific cases where he did. They would 
have been on two subjects only. They would have been either to 
talk to somebody looking for a loan or to talk to somebody who was 
looking for a position in the RFC organization. 

Mr. Fuanacan. Am I clear now in assuming that you have no 
independent recollection of Mr. Boyle ever calling you in connection 
with the American Lithofold Corp. loan ? 

Mr. Hise. That is exactly correct. 

Mr. Fuanacan. Are you acquainted with Mr. James Finnegan, the 
former Internal Revenue Collector at St. Louis, Mo. ¢ 

Mr. Hise. I am not. 

Mr. FuanaGan. Have you ever conferred or talked with Mr. Finne- 
gan about any matter ¢ 

Mr. Hise. Not to my knowledge. 

Mr. Fuanacan. Have you ever conferred or talked with Mr. Mer] 
Young concerning the American Lithofold loan? 

Mr. Hise. No, sir. 

Mr. Fuanagan. Are you acquainted with Mr. Merl Young? 

Mr. Hise. Yes, sir. 

Mr. FuanaGan. Has Mr. Young ever conferred with you concern- 
ing other loans before the RFC? 

Mr. Hise. I don’t recall Mr. Young ever having talked to me con- 
cerning any loan at any time. He might have done so, but I don’t 
recall it if he did. 

Mr. Fuanacan. I have no further questions. 

Senator Hory. Any questions, Senator McClellan ? 

Senator McCLeLian. Yes. 

Mr. Hise, I would like to ask you, to make this record complete: 
Did anyone else representing either Mr. Boyle, the chairman of the 
national committee, representing him personally or representing the 
national committee, contact you frequently or ocasionally regarding 
some loans or some business of the Reconstruction Finance Corpora- 
tion? It may not have been Mr. Boyle personally. What I want to 
determine is whether someone else in his behalf, representing him or 
representing the committee, talked to, you. 

Mr. Hise. Over the period that I was Chairman of the RFC from 
the national committee—representatives of Mr. Boyle from the na- 
tional committee—called me on many occasions inquiring concerning 
loans that might be under consideration, or sending individuals over 
to see me who wanted positions or individuals who were interested in 
loans. I say on many occasions. I could not give you an indication 


as to how often those calls came. I suppose over the period they would 
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not average maybe one or two a week, if that many. I did have that 4 S 
type of call. 4 loan 
Senator McCiettan. Was Merl Young one of those who contacted 4 M 
you more frequently than anyone else from the Democratic committee / i S 
Mr. Hise. I would say he was not. I did have a call from Merl i ent | 
Young occasionally in the early part of a administration. The last q M 
year or so I do not suppose I had ever heard from him. I do not be- a thin 
lieve I heard from him at any time during the last year. a and 
Senator McCLetian. Who else aside from Young, representing the a spec 
committee, or representing Mr. Boyle, contacted you? ° wou 
Mr. Hise. I cannot remember those names. If I knew who they 4 S, 
were I could confirm it but I just cannot pick them out of the air. 4 Boa 
Senator McCietian. In other words, according to your testimony a Wo 
there was no such relation developed or existed as between you, as "4 60 | 
Chairman of the Board, and Boyle, as chairman of the national com- 4s Wy 
mittee, or between the committee and representatives of it, where i we | 
there was more or less of a constant consultation with you and recom- 4 men 
mendations to you, and persuasion of you, in connection with loans? a expt 
Mr. Hise. There was never any relationship like that existing from 4 yeal 
the very beginning to the very end. : ly s 
Senator McCiettan. Those who did contact you on behalf of the i indi 
committee or Mr. Boyle in these connections, did you have any in- i Si 
formation as to whether they were interested personally in the loans -¢ pan 
from the standpoint of being paid a fee, or whether any consideration = was 
was involved in their efforts other than just simply to accommodate - com 
friends? E N 
Mr. Hise. I assumed, Senator, that these were merely accommoda- E revi 
tion actions on their part. q of t 
Senator McCietian. Did you have anything to indicate to you that x well 
those who had contacted you on behalf of Mr. “Boy le or the committee Pa revi 
had any financial interest whatsoever in the action the Board should i pres 
take in approving the loan? * pres 
Mr. Hise. I never had any such indication in connection with any- 2 hav 
thing that I recall. 4 pres 
Senator McCrievitan. Do you recall whether the American Litho- ba eXal 
fold Corp. loan is still to be repaid ? 4 S 
Mr. Hise. I heard while I was in St. Louis that it had been repaid. 4 abo 
I do not know. Ke M 
Senator McCLet.an. Had it been fully repaid when you left? be the 
Mr. Hise. I do not recall anything about the loan at all. 4 at t] 
Senator McCiet.an. I believe you testified that you did not know ‘4 Ss 
Mr. Finnegan, of St. Louis, nag was internal revenue collector ? 3 tion 
Mr. Hise. I never met him. I do not know him yet. * fact 
Senator McCiettan. You cannot recall, and you know of no tele- ba con 
phone calls he made to vour office? 4 M 
Mr. Hise. I do not. & S 
Senator McCLettan. He was never introduced to you? a ino 
Mr. Hise. Not that I reeall. i M 
Senator McCrettan. Never discussed the loan with you of any # hav 
character / 4 rule 
Mr. Hise. That I recall, no. Fo S 
Senator McC.Letxan. That is all, Mr. Chairman. t pon 
Senator Hory. Senator Mundt? a whe 
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Senator Munpr. What were the days in the week that you said the 
loan board met in the RFC? 

Mr. Hise. The regular days were Monday and Thursday. 

Senator Munpr. And you would meet on other occasions for differ- 
ent types of loan or for what purpose ? 

Mr. Hise. We would meet on emergency reconsiderations or any- 
thing of that type. If somebody was desperately in need of funds 
and had been turned down, or for some reason we wanted to give : 
special answer or felt it would be a delay that might be harmful, we 
would have a Board meeting on Friday. 

Senator Munpr. What was the general over-all policy of your 
Board in connection with these loans, as they relate to their assets? 
Would you loan up to 100 percent of assets, or 75 percent of assets, or 
60 percent ? 

Mr. Hise. We had no regular schedule on that. The answer that 
we looked for was to find whether we could reasonably expect repay- 
ment of the loan. If it was so Secured as to assure us the reasonable 
expectancy of repayment, that was:sufficient. Originally, back a few 
years, I think the law read that the loans had to be fully and adequate- 
ly secured. But that was later changed to the line that I have just 
indicated. 

Senator Munpr. Could you examine into the policies of the com- 
pany’s management as to what percentage of the company’s income it 
was taking unto itself in the form of : salaries, perhaps exorbitant 
commissions and so forth? Did that enter into your determinations? 

Mr. Hise. That was studied by the examiner in charge and by the 
review committee. When it reached the Board we had the advantage 
of the recommendation of the examiner who looked into the loan as 
well as the five-man review committee board. The chairman of the 
review committee would be present at the time all of these loans were 
presented to us for consideration. We would have had this docket 
presented at least a day—24 hours—before each case, so we would 
have a chance to individually study the docket and then listen to the 
presentation made by the members of the review committee, and the 
examiner. 

Senator Munpr. Even in these emergency situations that you speak 
about, would you get 24 hours in which to study the loan? 

Mr. Hise. We would at least have it overnight. Mr. Mulligan was 
the one who was always insistent that we have at least a chance to look 
at the situation overnight. 

Senator Munpr. In other words, you would not act on any applica- 
tion or you would not reverse your position without having the salient 
facts before you for the 24 hours before the meeting, to be ¢ ompletely 
conversant with the facts ? 

Mr. Hise. We never turned around and had it handed to us. 

Senator Munpr. Do you recall any case where they would bring it 
in one day and have it approved th: at same day ? 

Mr. Hise. I do not recall any. But it is conceivable that there might 
have been exceptions. There could have been exceptions to all the 
rules. That was the general policy, Senator. 

Senator Munpr. What was your policy from the standpoint of ap- 
pointing directors to companies to which you were making loans 
where you felt it was important to have somebody representing the 
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RFC on the board, and when you were not utilizing RFC personnel 
for that purpose ? 

Mr. Hisr. We had very few cases of that type where we required 
board representation. As a requirement, I do not recall. 

Senator Munor. Did you ever have any calls from the Democratic 
National Committee suggesting Joe Bloke or John Doe might be a 
good man to be on the board ¢ 

Mr. Hisr. We had one—I forget the name of the board, I think it 
is the one you have in mind—it is an insurance company in New York, 
I believe. The newspapers stated that the national committee had 
recommended some individual—I do not recall who he was now. If 
they had made such a recommendation we would doubtless pass the 
information along to the Board. 

Senator Munprr. As Chairman of the Board you were the man 
who made those appointments, were you not ‘ 

Mr. Hise. Oh, no. 

Senator Munpr. You were not? 

Mr. Hise. I don’t think so. 

Senator Munpr. Who did make them ? 

Mr. Hise. The board of directors. It would be the stockholders 
who would elect the board of directors. 

Senator Munpr. I am talking about where the RFC was insist- 
ing upon some representation on the board. You were selecting : 
man who represented you on that board. Somebody had to appoint 
him. As Chairman of the Board I would think that would be your 
function. 

Mr. Hisr. I do not think it worked quite that way. I think that 
we might suggest a name or two to the president of the company, 
and then he would probably have the board of directors fill that 
vacancy if there was a vacancy existing. 

Senator Munpr. It is my understanding that on several occasions, 
as part of the quid pro quo for financing the corporation which for 
some reason or other you considered should have new managerial 
impetus or blood, you would recommend a man to sit on that board, 
representing the RFC. Sometimes one of your own members, some- 
times one of your own personnel. But frequently somebody who 
had no relationship with RFC, but whom you put in as a man nomi- 
nated by the RFC. Is my understanding correct? 

Mr. Hise. No. I think we had very few occasions like that. I 
do not remember any particular one. There might have been a 
half dozen. 

Senator Munpr. In those half dozen, more or less, as the -case 
might be, who was it who selected the man to recommend to the 
corporation as its board member sitting there wearing the hat of 
the RFC? 

Mr. Hise. If there was a selection of that type it would be made 
by the Board of Directors of the RFC. 

Senator Munpr. By formal action? Or would it be done by the 
Chairman ? 

Mr. Hise. It would be done by—it must have been—I do not recall 
the specific case, but it must have been done by the discussion with 
the Board and possibly the Chairman would then discuss it with the 
president of the corporation and make the suggestion. But I do not 

recall any specific name that you may have in mind. 








that 
tion: 
intel 
jobs 

M 
prise 
if th 

Se 
the J 
you | 

M 
cann 
com) 

Se 

M 
one. 

Se 

M 
quir 
Mr. 
if I 
I als 
talke 
was 
to be 

Se 
exce 
beea 
vet 
You 
whil 

M 
polit 


man 
polit 

se 
sour 

M 
sour 
sour 
tion 


Ith 


si 





INFLUENCE IN GOVERNMENT PROCUREMENT 277 


Senator Munpr. Do you recall recommending to any corporation 
anybody for a position of that kind, while you were Chairman? 

Mr. Hise. I have an idea that we had half a dozen cases of that 
kind that you are asking about, but I cannot put my finger on them 
without knowing what you are talking about. 

Senator Munpr. I am not particularly interested in any one case 
as I am in the policy. I have information which leads me to believe 
that it was a common practice for somebody representing the Na- 
tional Democratic Committee to send names to you, or people to 
interview you—by “you” I mean the RFC Board—trying to get these 
jobs as directors of companies of that kind. 

Mr. Hise. If you have any such information I would be very sur- 
prised to find out if there would be more than one, two, three or four, 
if that many, in my entire experience at RFC, 

Senator Munpr. Do you recall any instances where anybody from 
the Democratic national committee sent someone to see you, or called 
you in the interests of somebody, to get a position of that kind. 

Mr. Hise. I recall one instance of that kind, and only one, and I 
cannot think of his name. It was in connection with this insurance 
company in New York. 

Senator Munpr. Is that Mr. Tribble? 

Mr. Hise. That is the one, that is the man’s name. That is the only 
one. 

Senator ae Can you tell us about that ? 

Mr. Hise. I cannot tell you anything more than I did have an in- 
quiry from some source, somebody—I “do not recall whether it was 
Mr. Boyle or somebody else—from the national committee, asking 
if I would talk to the man. I talked with that particular man and 
I also talked with the president of the company at that time, and I 
talked with some of my associates on the Board, and the man’s name 
was passed along. He was thought by the president of that company 
to be a good man, and I understand he was appointed. 

Senator Munpr. I have no particular reason to mention his name 
except that his name was brought up. I am just c: rious to know, 
because to me, as a layman, that is not the best way in the world to 
get directors for a company, on a basis of political nomination. 
You say it did not happen to your recollection over perhaps six times 
while you were there ¢ 

Mr. Hist. Maybe less. In this case I would not say that was a 
political consideration. 

Senator Munpt. I am not saying anything about this case. I am 
not holding anything against Mr. Tribble. 

Mr. Hise. I am saying that my recollection is that he is a very fine 
man, a very capable. man. I would not say that his selection was a 
political selection. But I am sure that—— 

Senator Munor. But he came to your attention from a political 
source ¢ 

Mr. Hise. I am sure it was brought to my attention from a political 
source, but he may have been brought to my attention from other 
sources as well. I am not saying that he was brought to my atten- 
tion from an exclusively politic -al source because I rather doubt that. 
I think he had other—— 

Senator Munpr. Do you recall any of the other sources? 
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Mr. Hise. No, I do not. But I am sure he must have other qualifi- 
‘ations. I do not even know if he is a Democrat or not. 

Senator Munpr. I do not either. He is just a name out of the hat 
tome. That is all, Mr. Chairman. 

Senator Hory. Senator, any questions ? 

Senator UnpEeRwoop. No, sir. 

Senator Hory. Thank you, Mr. Hise. This is taken in executive 
session but it will be released for publication tomorrow. I want you 
to know that. 

Mr. Hise. That is perfectly all right. Thank you all. 

Senator Hory. Those are all the witnesses that we can take this 
afternoon. 

Senator McCiecttan. Do we have any others that come in this 
category ‘ 

Senator Hory. Yes: one more. Mr. Dodds. 

(The excerpts from the diary of Walter L. Dunham are as follows :) 


Excerpts From DrAry or WALTER L. DUNHAM, 1949-1950 


EXCERPTS FROM DIARY OF WALTER L. DUNHAM REGARDING AMERICAN LITHOFOLD 
CORPORATION 


Monday, June 27, 1949—Mr. Frank Prince called on Mr. Dunham with Mr. 
Blauner of the American Lithofold Company, St. Louis, Missouri. 
Friday, September 30, 1949—Mr. Dunham attended a special meeting of the 
Board at 11:00 o'clock to act on the following matters: 
American Lithofold Corporation, St. Louis, Missouri 
Trailmobile Company, Cinn., Ohio, et al. 
All of these applications were deferred yesterday. 


EXCERPTS FROM DIARY OF WALTER L. DUNHAM REGARDING DEMOCRATIC NATIONAL 
COMMITTEE OR WILLIAM M. BOYLE 


Thursday, April 28, 1949—Lunched with Mr. William M. Boyle, Jr., Execu- 
tive Vice Chairman, Democratic National Committee, at the Mayflower Hotel. 

Thursday, May 5, 1949—Mr. Kenneth Burns of Detroit called on Mr. Dunham, 
Mr. Dunham went with Mr. Burns to call on Mr. Wm. Boyle, Democratic Na- 
tional Committee, at 12:30. Then to the Mayflower Hotel where they joined 
Mr. Mer! Young and Mr. Willett for lunch. 

Monday, May 9, 1949—Mr. Wm. Boyle telephoned to make appointment for 
Mr. George Tribble to call on Mr. Dunham tomorrow at 11: 30. 

Tuesday, May 10, 1949—Mr. George Tribble, Maryland Casualty Company, 
saltimore, called on Mr. Dunham at the suggestion of Mr. Bill Boyle. 

Tuesday, May 10, 1949—Mr. Dunham lunched with Messrs. Boyle, Young, 
Dawson, and Kenneth Burns at the Mayflower Hotel. 

Thursday, May 26, 1949—Telephoned Mr. Wm. Boyle—call not completed. 

Friday, May 27, 1949—Telephoned Mr. Wm, Boyle, Democratic National Com- 
mittee. 

Wednesday, June 1, 1949—Also telephoned Mr. Wm. Boyle re Luncheon 
Friday. 

Friday, June 3, 1949—Mr. John Hudson came in about 12:30. He and Mr. 
“once yg lunched with Messrs. Dawson, Boyle, and Willett at the Mayflower 
Jotel, 

Wednesday, June 8, 1949—Mr. Dunham asked me to call Mr. Tribble. tell 
him he did not want to see him and that it was not necessary for him to make 
the trip to Washington. Suggested I read to him letter sent to Mr. MeGrath 
June 6th, with copy to Mr. Boyle, re Waltham Watch, which I did. Call 
was O. B. 

Tuesday, June 14, 1949—Mr. Jerome Walsh, Attorney, Messrs. Willett and 
Weaver called on Mr. Dunham today re Rhode Island Insurance Company. 
(Mr. Walsh is a close personal friend of Mr. Bill Bovle’s. ) 

Friday, Jun® 17, 1849—Mr. Dunham lunched with Messrs. Boyle, Dawson, Wil- 
lett and Young at the Statler Hotel. 
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Friday, July 8, 1949—Mr. Robert Moore, Democratic National Committee, 
telephoned Mr. Dunham, at the request of Mr. Bill Boyle, re Wm. Caralow, Presi- 
dent of the Home Savings Bank of Boston. Anxious to get Mr. Caralow on the 
Board of Trustees of Waltham Watch. 

Thursday, August 18, 1949—Mr. Dunham called Merle Young to inquire for 
address of Robert Haggerty. Mr. Young said to mail a letter to 1835 K St., 
N. W., care of him (Young) and he would see that Mr. Haggerty received it. 
Also Mr. Dunham talked with Mr. Boyle. Discussed Mr. Tribble—Board of 
Preferred Accident. 

Thursday, September 29, 1949—Sent Day Letter to Wm. M. Boyle, Jr., c/o 
Hotel Muehlbach, Kansas City, Missouri, over Ex. 0988. 

Thursday, October 13, 1949—Mr. William Boyle telephoned re George Tribble. 
Mr. Dunham said he would call Mr. Hise Monday and discuss Mr. Tribble’s 
situation. Made tentative luncheon date for sometime next week, after Wednes- 
day. 

Monday, October 17, 1949—-Mr. Dunham telephoned Mr. Bill Boyle who is out 
of town until Wednesday—talked with Mr. Neil Roach instead. Told him the 
RFC Board, at this morning's meeting, recommended Mr. George Tribble for a 
directorate on the Board of Preferred Accident Insurance Company. Mr. Roach 
was very pleased to hear this and sai? he would pass the information on to 
Mr. Boyle. 

Friday, October 21, 1949—Mr. Gray Leslie, Assistant to Mr. Boyle, telephone 
re Douglas Mills, Inc., of Douglas, Georgia, and Haleyville, Alabama. Mr. Seth 
Petterson handling this case. 

Tuesday, October 25, 1949—Telephoned Mr. Bill Boyle—at home ill. 

Friday, November 25, 1949—Mr. Dunham lunched with Mr. Donald Dawson, 
talked with him about Mr. John Hudson regarding Mr. George Fitzgerald's let- 
ter to Mr. Boyle, Chairman of the Democratic National Committee. Mr. Dun- 
ham had told Mr. Hudson that if anything developed after his talk with Mr. 
Dawson he would either write him a note or call him on the phone. 

Thursday, February 2, 1950—Senator J. A. Hastings of New York telephoned 
from Mr. Bill Boyle's office. Said he will call Mr. Dunham again upon his 
return to Washington. 

Thursday, February 9, 1950—Mr. Turney Gratz telephoned. Made appoint- 
ment for Mr. Sam Morris, National Committeeman from Arizona, to see Mr. 
Dunham. Mr. Bill Boyle, Democratic Chairman, also telephoned to tell Mr. 
Dunham that Mr. Morris is a very close friend of his and the purpose of his 
call is to talk with Mr, Dunham re the Copper City Mining Company of Gila 
County, Arizona. Said the first loan these people had from the RFC in the 
amount of $3 million has already been paid. Mr. Morris called on Mr. Dunham. 
Mr. Willett was present for a short while—Mr. Dunham finally took Mr. Morris 
to Mr. Mulligan’s office. 

Thursday, March 30, 1950—Mrs. Florence Lynch, National Committeewoman 
of lowa came in re Pacific Paperboard Company, Long View, Wash. of which 
she is Vice President. The loan came in for $450,000 on March 27th with the 
Agency declining. Mr. Kennedy of Agency said in his letter that a loan in the 
reduced amount of $200,000 might be approved inasmuch as $1,550,000 is still 
outstanding from this company. Mrs. Lynch’s appointment came through Mr. 
Boyle's office. 

Wednesday, July 12, 1950—Mr. Bill Boyle’s office telephoned. Made appoint- 
ment for Mr. Leo B. Parker of Parker & Knipmeyer, Attorneys, Kansas City, 
Missouri, to see Mr. Dunham at 3:00 o’clock. Talked with Mr. Dunham re 
Preferred Accident. 

Thursday, July 13, 1950—Mr. Bill Boyle telephoned to possibility of appoint- 
ing Leo B. Parker to the Board of Preferred Accident. Said he was most 
anxious to become associated with Preferred in that capacity and asked Mr. 
Dunham to see what he could do toward bringing it about. Mr. Dunham stated 
that he would start working on it immediately. 

Friday, July 14, 1950—Mr. Leo B. Parker of Kansas City again called on Mr. 
Dunham at the suggestion of Mr. Bill Boyle. 

Wednesday, July 19, 1950—Mr. Merl Young telephoned. Discussed matter of 
appointing George Tribble, now a member of the board of Preferred Accident, 
to the Presidency. Mr. Dunham stated that, in view of the investigation being 
conducted at the present time, the safest course to follow is to do nothing until 
the report is completed. If it develops that the company is being badly man- 
aged, it is up to us to make a change. Also mentioned the fact that Bill Boyle 
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had sent Leo Parker over to discuss possibility of being appointed a director of 
Preferred Accident. 


EXCERPTS FROM DIARY OF WALTER L, DUNHAM REGARDING E. MERL YOUNG 


Thursday, March 24, 1949—Mr. Merl Young, Democratic National Committee 
telephoned—talked with Mr. Dunham. 

Friday, March 25, 1949—Messrs. Merl Young and Jim Windom called on Mr. 
Dunham after lunch. 

Thursday, March 31, 1949—Merl Young telephoned to arrange a luncheon 
date with him, Mr. Dawson and Mr. Willett. Mr. Dunham already committed 
for lunch tomorrow—will have to make it some other time. 

Tuesday, April 5, 1949—Telephoned Mr. Mer! Young at Di. 1717. 

Wednesday, April 6, 1949—Telephoned Mr. Haswell. Told him Mr. Dunham, 
Mr. Brooks Barron and Mr. George Fitzgerald were lunching at the Willard at 
12:30 and wanted him to join them. Accepted. 

Wednesday, April 6, 1949—Also telephoned Mr. Merl Young and extended the 
same invitation. 

Wednesday, April 6, 1949—Mr. S. Brooks Barron and George 8S. Fitzgerald, 
both of the Guardian Building, Detroit, Michigan, called on Mr. Dunham. Joined 
them, Mr. Haswell and Mr. Merl Young at luncheon at the Willard Hotel. 

Tuesday, April 12, 1949—Mr. Mer] Young telephoned from Detroit. 

Tuesday, April 19, 1949—Mr. Merl Young telephoned. 

Wednesday, April 20, 1949—Lunched with Mr. Merl Young at the Statler Hotel. 

Thursday, April 21, 1949—Left the office about 9:15 with Mr. Merl Young 
to see the Lustron house at Quantico. 

Thursday, April 21, 1949—Returned to the office about 12:30 with Merl 
Young—they joined Messrs. Ronan and Boardman for lunch, 

Wednesday, April 27, 1949—Left with Messrs. Hise, Gunderson and Willett 

for Quantico at 10:00 o’clock, together with the following men: General Shepard, 
Mr. Stow, Merl Young, Commander Davis, Mr. Dyas, Mr. Akin, Mr. Hood, 
Colonel Pate and Captain Bueck. 
“onday, May 2, 1949—Mr. Merl Young telephoned from Detroit twice. 
Talked with me first. Said he would be in Washington Tuesday evening and 
would call Mr. Dunham at home. Also asked me to make reservation for him 
to Columbus, Ohio, and return Wednesday, May 4th. Telephoned later and 
talked with Mr. Dunham. 

Thursday, May 5, 1949—-Mr. Kenneth Burns-of Detroit called on Mr. Dunham. 
Mr. Dunham went with Mr. Burns to call on Mr. Wm. Boyle, Democratic 
National Committee, at 12:30. Then to the Mayflower Hotel where they joined 
Mr. Merl Young and Mr. Willett for lunch. 

Friday, May 6, 1949—Mr. Alfred H. Rudich, President of the Monticello- 
Sullivan County Airport, Ine., Monticello, New York, and Judge Arthur Kyle 
called on Mr. Dunham at the suggestion of Mr. Merl Young. Mr. Frank Prince 
Was present at the meeting. 

Tuesday, May 10, 1949—Mr. Dunham lunched with Messrs. Boyle, Young, 
Dawson, and Kenneth Burns at the Mayflower Hotel. 

Friday, May 13, 1949—Messrs. Merl Young and Carl G. Strandlund, of the 
Lustron Corporation called on Mr. Dunham today. 

Wednesday, May 18, 1950—Mr. Dunham lunched with Messrs. Merl Young 
and Willett. 

Thursday, May 19, 1949—Mr. Merl! Young telephoned. 

Wednesday, May 25, 1949—Mr. Merl Young telephoned. 

Tuesday, May 31, 1949—Mr. Merl Young telephoned. 

Tuesday, May 31, 1949—Mr. Dunham left shortly after 5:00 o'clock to get 
a haircut. Mr. Merl Young called to say that he was leaving town and would 
call Mr. Durham upon his return. 

Tuesday, June 7, 1949—Merl Young telephoned—made luncheon date for 
tomorrow. 

Wednesday, June 8, 1949—Lunched with Mr. Merl Young at the Statler Hotel. 

Friday, June 10, 1949—Mr. Merl Young telephoned re lunch with him, Rex 
Jacobs, and Jim Windom. Mr. Dunham declined because of a previous engage- 
ment. Sucgested they come in this afternoon. 

Thursday, June 16, 1949—Mr. Merl Young telephoned re lunch temorrow. 

Friday, June 17, 1949—Mr. Dunham lunched with Messrs. Boyle, Dawson, 
Willett, and Young at the Statler Hotel. 

Monday, June 20, 1949—Mr. Merl Young telephoned—made luncheon date for 
tomorrow. 
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Tuesday, June 21, 1949—Lunched with Mr. Merl Young at the Statler Hotel. 

Thursday, June 23, 1949—Mr. Merl Young telephoned—talked with Mr. Dun- 
ham. Leaving town this afternoon for about a week or ten days. 

Wednesday, July 6, 1949—Merl Young telephoned—made luncheon date for 
tomorrow. 

Thursday, July 7, 1949—Lunched with Mr. Mer! Young at the Statler Hotel. 

Monday, July 11, 1949—Lunched with Mr. Merl Young and Mr. Willett. 

Thursday, July 14, 1949—Merl Young telephoned. 

Friday, July 15, 1949—Merl Young telephoned. 

Monday, July 18, 1949—Mr. Merl Young telephoned (Lustron Corporation). 

Friday, July 22, 1949—Mr. Merl Young telephoned to arrange luncheon date 
for 1: 00 o’clock today, Statler Hotel, to meet his brother and several men inter- 
ested in Lustron. Mr. Dunham accepted. 

Tuesday, July 26, 1949—Mr. Merl Young telephoned—imade luncheon date for 
tomorrow. 

Wednesday, July 27, 1949—Mr. Dunham lunched with Messrs. Kenneth Burns 
and Merl Young at the Statler Hotel. 

Friday, July 29, 1949—Mr. Mer! Young telephoned from the Airport—leaving 
for Virginia Beach. 

Monday, August 15, 1949—Mr. Merl Young phoned Mr. Dunham. 

Thursday, August 18, 1949—Mr. Dunham called Mr. Merl Young to inquire 
for address of Robert Haggerty. Mr. Young said to mail a letter to 1835 K St. 
N. W., care of him (Young) and he would see that Mr. Haggerty received it. 
Also Mr. Dunham talked with Mr. Boyle. Discussed Mr. Tribble—Board of 
Preferred Accident. 

Thursday, August 25, 1949—Mr. Merl Young phoned Mr. Dunham. 

Friday, August 26, 1949—Mr. Merl Young called. Talked of Rex—said to tell 
you Ed would go down there. Made luncheon date with Mr. Young at Statler. 

Friday, August 26, 1949—Mr. Dunham went to lunch w/Mr. Merl Young at 
the Statler. 

Monday, August 29, 1949—Mr. Merl Young called. Talked about Lustron. 

Wednesday, August 31, 1949—Mr. Merl Young phoned. 

Thursday, September 1, 1949—Mr. Merl Young called. Said he’s coming over 
tomorrow morning. : 

Friday, September 2, 1949—Merl Young called. 

Tuesday, September 6, 1949—Mr. Willett came in about 4:00 o'clock with 
Messrs, John Merriam and Herschel Young (brother of Merl Young) re the 
Buffalo Weaving & Manufacturing Company. 

Wednesday, September 7, 1949—Lunched with Mr. Merl Young at the Statler 
Hotel. 

Wednesday, September 14, 1949—Mr. Merl Young telephoned—talked with Mr. 
Dunham. 

Thursday, September 15, 1949—Mr. Merl Young telephoned. 

Wednesday, September 28, 1949—Mr. Merl Young telephoned—invited Mr. and 
Mrs. Dunham to join them at dinner tonight. Accepted. 

Tuesday, October 11, 1949—Lunched with Messrs. Willett and Young—went to 
Mr. Young's office afterwards. 

Wednesday, October 12, 1949—Mr. Merl] Young telephoned. 

Thursday, October 13, 1949—Mr. Mer] Young telephoned. 

Wednesday, October 19, 1949—Mr. Dunham lunched with Messrs. George Hicks 
and Merl Young at the Statler Hotel. Mr. Willett was to join them but they 
got their wires crossed somewhere along the line and he did not. 

Monday, October 24, 1949—Lunched with Mr. Merl Young at the Statler Hotel. 

Tuesday, October 25, 1949—Mr. Merl Young telephoned. Made appointment 
for Mr. A. S. Blagden, Federal Machine & Welder Company, Warren, Ohio, to see 
Mr. Dunham. Mr. Blagden previously called on the 13th. 

Wednesday, October 26, 1949—Mr. Merl Young telephoned. Made appoint- 
ment for his brother, Herschel Young, and John Merriam of Philadelphia, to see 
Mr. Dunham. Mr. Merriam talked with Mr. Dunham re talking over the man- 
agement of the Lustron Plant, 

Thursday, October 27, 1949—Merl Young telephoned. Returned his call later 
but he had left his office. 

Friday, October 28, 1949—Mr. Merl Young telephoned—talked with Mr. Dun- 
lam, 

Wednesday, November 9, 1949—Mr. Merl Young telephoned. 

Wednesday, November 16, 1949—Mr. Merl Young telephoned. 
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Thursday, November 17, 1949—Mr. Mer! Young telephoned—made appointment 
for Mr. Daniel J. Hanlon to call on Mr. Dunham at 11:30. 

Tuesday, November 22, 1949—Mr. Merl Young telephoned. 

Tuesday, December 6, 1949—-Mr. Merl Young telephoned. 

Wednesday, December 7, 1949—Mr. Merl Young telephoned. 

Monday, December 19, 1949—Mr. Merl Young telephoned. 

Friday, January 13, 1950—Mr. Jim Haswell, Detroit Free Press, telephoned 
re information in connection with Merl Young. 

Friday, January 13, 1950—Mr. Merl Young telephoned over EX 0988. 

fhursday, Jsnuary 19, 1950—Telephoned Mr. Merl Young to invite him to 
luich. Mr. Young already committed today—made arrangements to lunch 
tomorrow at the Statler Hotel. 

Friday, January 20, 1950—Mr. Dunham lunched with Messrs. Merl Young 
and Ed Willett, at the Statler Hotel. 

Thursday, February 9, 1950—Mr. Merl Young telephoned (personal matter). 

Friday, February 10, 1950—Lunched with Messrs. Merl Young, Leo Nielson 
and Kenneth Burns at the Statler Hotek 

Tuesday, February 14, 1950—Mr. Merl Young telephoned—Mr. Dunham was 
not in the office. Said he would call later but he did not. 

Thursday, February 16, 1950—Mr. Merl Young telephoned. 

Friday, March 10, 1950—Mr.- Dunham lunched with Mr. Merl Young at the 
Statler Hotel. 

Thursday, March 23, 1950—Mr. Dunham attended Chatterbox luncheon at 
Statler Hotel as guest of Merl Young. 

Wednesday, April 12, 1950—Mr. Dunham lunched with Merl Young, Rex 
Jacobs and Mrs. Jacobs at the Statler Hotel. 

Friday, May 12, 1950—Lunched with Merl Young. 

Friday, May 26, 1950—Lunched with Mr. Merl Young at the Statler Hotel. 
Mr. Harry McDonald of the SEC joined them. Mr. Dunham also saw Doug 
Mode there. 

Thursday, June 1, 1950—Merl Young telephoned over EXecutive 0988—talked 
later with Mr. Dunham at home. 

Wednesday, June 14, 1950—Mr. Dunham lunched with Messrs. Rex Jacobs, 
Ed Willett, and Merl Young at the Statler Hotel. 

Friday, July 7, 1950—Mr. Merl Young telephoned. 

Wednesday, July 19, 1950—Mr. Merl Young telephoned. Discussed matter 
of appointment George Tribble, now a member of the Board of Preferred Acci- 
dent, to the presidency. Mr. Dunham stated that, in view of the investigation 
being conducted at the present time, the safest course to follow is to do nothing 
until the report is completed. If it develops that the company is being badly 
managed, it is up to us to make a change. Also mentioned the fact that Bill 
Boyle had sent Leo Parker over to discuss possibility of being appointed a 
director of Preferred Accident. 

Thursday, July 20, 1950—Mr. Merl Young telephoned re Central Iron & Steel 
Application. Mr. Dunham said he will talk with Frank Williams re this matter. 

Wednesday, August 9, 1950—Mr. Merl Young called Mr. Dunham. 


Senator Hory. We will meet tomorrow morning at 10 o’clock. 
(Whereupon at 4:50 p. m. the committee adjourned to reconvene at 
10:00 a. m. Friday, September 14, 1951.) 
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FRIDAY, SEPTEMBER 14, 1951 


Untrep States SENATE, 
INVESTIGATIONS SUBCOMMITTEE, 
COMMITIER ON EXPENDITURES IN 
THE Execurive DerparTMENTs, 
Washington, D.C 

The suocommittee met at 1U; 1 a, m., pursuant to adjournment, in 
room 357, Senate Office Building, Senator Clyde R. Hoey (chairman 
of the subcommittee) presiding. 

Present : Senator Clyde R. Hoey of North Carolina; Senator John 
L. McClellan of Arkansas; Senator Thomas R. Underwood of Ken- 
tucky ; Senator Karl E. Mundt of South Dakota; and Senator Richard 
M. Nixon of California. 

Also present: Francis D. Flanagan, chief counsel; Howell J. 
Hatcher, chief assistant counsel; Carmine S. Bellino, accounting 
consultant; Jerome S. Adlerman, assistant counsel; William Leece, 
assistant counsel; and Ruth Young, clerk. 

Senator Hory. The subcommittee will come to order. 

Mr. Toole will come back to the stand. 

Mr. Flanagan will continue the examination. 

Mr. Fuanacan. The record will show that Mr. Toole was previously 
sworn in this case. 

Mr. Toole, going back to your diary, I want to cover one item that 
we overlooked yesterday. On November 17, 1948, you have this to 
say, discussing the RFC loan generally: 

Meanwhile Stanhope telephoned that R. J. had requested the forwarding of 
copies of all my letters to RFC on this new loan to him in Washington as he 
would have James P. Finnegan to “go over” same and see what could be done. 
All of which is contrary to my liking and previous information given Mr. 
Blauner. 


Do you recall that incident ? 


FURTHER TESTIMONY OF JOHN ERNEST TOOLE, NEW YORK, N. Y. 


Mr. Tootr. Yes, sir; I do. 

Mr. FuanaGan. Were you in St. Louis at that time? 

Mr. Tooter. Well, just as far as I can recall, I think I was in New 
York, 

Mr. Fuanacan. In any event, Stanhope did call you and tell you 
that all letters that you wrote to the RFC in this case should be for- 
warded so that they could be turned over to James Finnegan who was 
going to be in Washington. 

Mr. Tooter. That is right. 
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Mr. Fianacan. And you state here that this was all contrary to 
your liking and previous information given Mr. Blauner. 

Do you recall any previous discussions you had with Mr. Blauner 
about giving information to Finnegan concerning this loan or using 
Finnegan in connection with the loan ¢ 

Mr. Toor. I don’t recall anything specific that I may have said 
to Mr. Blauner along that line, but all the tone and tenor of my 
whole conversation about anything relating to any outside influences 
was always averse to it, against it. 

Mr. Fuanacan. You felt that Finnegan would be outside in- 
fluence ¢ 

Mr. Tooter. Well, I would have considered anybody outside that 
was not working for the corporation. 

Mr. Fianacan. We will continue on with your diary on the 7th 
of February. 

Mr. Tooir. 1949? 

Mr. FLanaGan. 1949. 

We covered that yesterday, so we will go on to the 16th of February. 
That is where we left off yesterday, the 7th. 

Mr. Tootr. Yes, sir. 

Mr. FLranaGan. We will go on to the 16th now. 

Mr. Tootr. Sixteenth, yes. 

Mr. FianaGan,. Sixteenth. 

You state on the 16th--—— 

Senator Munpr. Before we get away from 1948, I would like to 
have Mr. Toole elaborate a little bit on an item I check in 1948. 

Mr. FianaGan. Go ahead. 


Senator Munpr. On December 10, 1948, Mr. Toole, page 44 of your 
diary, you state: 


Called Donald Dawson’s office where he is administrative assistant to 
President Truman on all important personnel appointments, and tried to get 
in for a few minutes sometime today. Miss Shannon, his secretary, was ill 
today but her assistant promised to phone me during the day if a little time could 
be ‘““squeezed”’ out of a busy and strenuous day. Meanwhile I went to Amer- 
ican Lithofold’s office at 1437 K Street and talked with Blauner and Circele 
who had flown from New York to have lunch with some “big wig” of the 
Navy Department. Took Mr. Green and Mr. Melaney to the Hotel Statler 
for lunch as requested by R. J. B. 

I was wondering whether that call to the White House was in 
connection with this business or whether you were a personal friend 
of Mr. Dawson ? 

Mr. Tootr. Well, the answer is, yes and no. I had no thought of 
going to talk to Mr. Dawson about a loan. Mr. Dawson had at one 
time been personnel director of the RFC during the days that I was 
employed there as an examiner, and in that capacity I had known 
him, and likewise I had known Mrs. Dawson, who, even long before 
she married Dawson, had been there, and I had known her as Miss 
Patton, who later became Mrs. Dawson, and I think somewhere in 
the diary is recited the fact that I asked her one day if it would 
be all right for me to drop in and see him, and would she be good 
enough to arrange it, and she did call, and this is subsequent to that, 
as I recall it now. But I didn’t see him, had never seen him since 
he left the RFC, and didn’t even talk to him on the telephone. I 
had no thought of trying to get his influence on the loan. 

Senator Munpr. Yes. 
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Then you say on that same day, I believe, “Took Mr. Green and 
Mr. Melaney to the Hotel Statler for lunch as requested by R. J. B.” 

Mr. Tootr. Yes, sir. 

Senator Munpr. I want to go into that luncheon—I do not want to 
go into the details any further, but I wondered who this Mr. Green 
was. 

Mr. Toot. Well, Mr. Green was almost new to me then. He was 
a recent acquisition of the company as some kind of an employee in 
the Washington office, which is supposed to be a sales office. 

Senator Munpr. Is it Cecil Green? 

Mr. Toorx. Cecil Green, generally known as Cec Green, but I think 
his name was Cecil. 

Senator Munpr. Had you met him before this date of December 
10, 1948 ¢ 

Mr. Tooter. I am not sure, sir, whether I had or not. Maybe I 
had a few times, but I had never seen him, seen but very little of him 
up to that time. 

Senator Munpt. You say you were requested by R. J. B. That is 
R. J. Blauner, I presume, to take Mr. Green and Mr. Melaney to the 
Hotel Statler for lunch. Refresh my mind as to who is Mr. Melaney ? 

Mr. Tooter. As I recall it—I am sure I am right about this—this 
was a prospective new employee in the sales force with another similar 
company, one making forms that Mr. Blauner thought would be help- 
ful to the company, and just asked me as a courtesy, since he had other 
things to do, if I would not be good enough to take those two men to 
lunch. 

Senator Munpr. While we are on the subject of Mr. Green, as 
treasurer of the company could you sort of give us a job analysis of 
the work done for the company by Mr. Cecil ‘Green ? 

Mr. Toore. I could not give you that at all because I don’t know 
of any work that he actually did. I have heard him talk about calls 
he made on various people, largely, I think, in Government agencies, 
but I don’t know personally of any actual accomplishment. 

Senator Munpr. To your personal knowledge he accomplished no- 
thing concrete for the company and did not do any actual work—he 
did no actual work, is that right? 

Mr. Tooter. None that I could really testify to; no, sir. 

Senator Mu ae He was receiving $10,000 a year from the company. 

Mr. Toor, I don’t know what his salary was. I never did knew, 
except I did make an inquiry of Mr. Stanhope in St. Louis on one 
occasion, and asked him what his salary was. I felt like as treasurer, 
I ought to know that. 

Senator Munpr. I would think so. 

Mr. Tootx. And I think he told me $250 or $300 a week. That is 
my offhand recollection. I am not sure about that being right. 

Senator Munpr. He was probably referring to his salary and ex- 
penses. 

Mr. Tooter. Perhaps. 

Senator Munpr. Because his salary was $10,000 a year, and an ex- 
pense account on top of that. 

Mr. Toote. That would be more than that: perhaps that, yes sir. 

Senator Munpr. That is all. 

Senator Hory. Mr. Flanagan, you may proceed. 
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Mr. Firanacan. Now we will go on, Mr. Toole, to February 16. 

Mr. Tooter. Yes, sir. 

Mr. FLanacan. Without reading the whole entry, it indicates that 
you had an appointment with Mr. Hise, the Chairman of the RFC, 
and you state this: 

He— 
meaning Hise— 


argued against taking our case from Brodie and giving it to someone else: he 
said Brodie would be back Friday 18 and our case would get to the Board 
next week. 





Now, as you recall, Mr. Toole, Brodie at that time was 

Mr. Too.e. Excuse me just a minute, what date is that ? 

Mr. FuanaGan. February 16, 1949. 

Mr. Tootzr. OK; I am with you now. 

Mr. FLanaGan. You will recall that at that time Mr. Brodie was 
assigned your case as the examiner. Do you have any recollection of 
Ww hy you went to see Hise to get the examiner changed ? 

Mr. Tooix. I do: I remember very well: because I had been in- 
formed he was taken off of this case and sent to North Carolina on 
some lumber-loan deal, and it looked to me as though we were being 
sort of cast aside for quite a spell, so I asked Mr. Hise if he wouldn’t 
consider having somebody supplant Mr. Brodie in his absence, to carry 
on with the case. 

Mr. Franacan. You wanted to expedite the case then / 

Mr. Toorx. Yes. It had been hanging fire a long time, and IT had 
been making numerous trips here, and I felt like we were entitled to 
an early consideration, it would seem like, and not waiting for Mr. 
Brodie’s return from North Carolina. 

Mr. Fuanacan. Did you have any difficulty at that time getting 
an appointment with Mr. Hise ? 

Mr. Tooter. Not a bit. 

Mr. FuanaGan. You never had any difficulty getting an appoint- 
ment with Mr. Hise ? 

Mr. Tooter. Never did; no. 

Mr. Fuanacan. Now we will go to the 25th of February, and I 
will read the last part of it, Mr. Toole: 

After discussing with Charlie Lewis and Charlie Griffin the possible advantage 
of my making a final call on either Director Willett or Chairman Harley Hise, 
it was the consensus that I had done enough, and a further pleading at this 
the “11th” heur, might be a sign of uneasiness on our part and psychologically 
might be doubtful—hence it was banned. 

Now, who was Charlies Lewis? 

Mr. Toote. Charlie Lewis is also an examiner of the RFC, an old 
friend of mine. I had known him since 1907. 

Mr, Fuanacan. And vou previously identified Charlie Griffin as 
ulso an official of the RFC ? 

Mr. Tocty. Yes, sir; they were both old acquaintances, both ex- 
aminers of REC. 

Mr. FLanaGan. Do you recall your discussion with those gentlemen 
of going back to the members of the Board ? 

Mr. Toor. Yes, sir; I have a recollection of that. 

Mr. Fianacan. After disc ussing it with them, you then decided not 
to do it, and thought it would be bad strategy at that last moment ? 
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Mr. Tooter. Well, I don’t know whether it was so bad, but they 
seemed to think I had done enough, and the situation was in good 
shape, or supposedly so. 

Mr. Fuanacan. Now we will turn to the 28th. 
was at the RFC at 10 o'clock. Got the bad news of the loan decline from Charlie 
Griffin at 10: 45 a. m. and went immediately to Chauncey Dodds’ cffice and dis- 
cussed Ways and means to meet this second decline. 

This was the day, was it not, that your loan was declined by the 
Board of Directors, as it appears in the record ¢ 

Mr. Toote. Yes. Of course, all declines had to be by the Board to 
be final. 

Mr. Fuanacan. Yes. This was the second decline you had? 

Mr. Toor. I believe it was; yes, sir. 

Mr. Fianacan. And in this case they declined both a $500,000 re- 
funding loan and $125,000 working capital loan / 

Mr. ‘Toot. That would seem to be true according to the testimony 
| heard from this man Williams yesterday, although I don’t recall 
that. both were up for consideration at the time this was declined. 

My offhand impression is this was for a working capital, a smaller 
loan than the over-all loan, so-called. 

Mr. Fianacan. The record will show this was for either a refund- 
ing loan 
Mr. Tocir. That is entirely possible; I am not sure of that. 

Mr. FuanaGan (continuing). Or a small working capital loan. 

Mr. Tooter. Yes, sir. 

Mr. FLanaGan. We will read on: 





After ltnch Cecil Green, R. J., and I went to see Bill Boyle, who phoned Harley 
Hise, Chairman of RFC and we (R. J. and me) were in his office at 4:30 p. m, 
After talking with Mr. Hise a few minutes, he agreed to bring the case before 
the Board again and suggested that we talk with Chauncey Dodds as to the 
minimum working capital we could use and after 80 minutes with Dodds he 
agreed to get the matter reconsidered on Thursday. Came back with R. J. to 
Mayflower and met a host of Jim Finnegan’s friends who were having some 
sort of birthday party. 

Do you recall this luncheon that you had with Green and Blauner ¢ 

Mr. Tooter. Yes, sir; I do. 

Mr. Fianacan. Do you recall the luncheon you had that day; and 
at that luncheon did someone suggest that you go to Mr. Boyle's office 
to discuss this loan? 

Mr. Tootr. Yes, sir. 

Mr. Fianacan. Who suggested that ? 

Mr. Tooir. That I couldn't tell you. I have been asked that several 
times by investigators, but I can’t be positive which one made the 
suggestion. 

Mr. Fuanacan. Was Mr. Finnegan at the luncheon? 

Mr. Tooter. He was. 

Mr. Fianagan. Did Mr. Finnegan make the suggestion ? 

Mr. Tootz. He might have. I wouldn’t say that he did not and 
would not be sure that he did. I just can’t seem to remember who 
made the suggestion of going to Boyle. 

Mr. Fuanacan. Well, who was at the luncheon other than Fin- 
negan, Green, Blauner, and yourself ¢ 

Mr. Tooter. No one; not at our table anyway. 

Mr. Fuanacan. I assume at that luncheon you were discussing 
the fact that you had been turned down a second time ¢ 
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Mr. Tootr. Yes, that was on the general discussion; yes, sir. 

Mr. Fianacan. And you say that someone—you don’t know which 
one—then suggested that you go to Bill Boyle. ‘What was the purpose 
of going to see Mr. Boyle? : 

Mr. Tootr. Well, the natural assumption was that he might be 
able to help us. 

Mr. Firanacan. What help was discussed that he might give you 
at that time? 

Mr. Toote. That was not discussed in any detail. I guess they had 
more in mind what help might come than I had, because I had no 
agreement of thought or action or anything else about going there in 
the first place; I didn’t want to go. 

Mr. Furanacan. Why didn’t you want to go? 

Mr. Toorp. Well, just because I didn’t think it was proper pro- 
cedure. I thought we were able to take care of the situation, and I 
still think we could have. I think I could have gotten to Mr. Hise 
without Mr. Boyle—I did do it many times—and ‘I even said that, I 
think, to Mr. Blauner, “Why go to Mr. Boyle to get to Mr. Hise when 
I had already known him, ‘knew how to get to him.” So they hap- 
pened to have other things in mind than I did. 

Mr. F enn In any event, you went to see Mr. Boyle? 

Mr. Tootx. I did. 

Mr. FLanacan. Who went along with you there? 

Mr. Tooter. Mr. Green, Cecil Green. R. J. Blauner, and myself. 

Mr. Fuanacan. Will you tell us what transpired after you got to 
Mr. Boyle’s office ? 

Mr. Tooter. Well, I remember this distinctly, that we were sitting 
outside the oflice for 40 minutes, at least, m: iybe 45; he sat us on the 
cooling board quite a long stretch, I know, and we w ere in Mr. Boyle’s 
office for less than 10 minutes, I believe; I don’t believe it was exceed- 
ing 10 minutes. 

Mr. Green introduced me to Mr. Boyle. I had never met him before 
in my life or since, and I am not sure whether he introduc - Mr. 
Blauner: I don’t recall whether Mr. Blauner knew him. I don’t 
recall how that transpired, but we immediately sat down, and Green 
asked Mr. Boyle if he would be good enough to arrange an interview 
with Mr. Harley Hise for Mr. Blauner and myself, and after a 
moment or two of discussion with Mr. Green, he called Mr. Hise and. 
in effect, said this: “Harley, I have some friends in the office here of 
Jim. Finnegan’s. I would like for you to arrange to see them this 
afternoon, if possible, in connection with a loan. 

I believe he said that had been declined. I was sitting near enough 
to hear his voice, but it was somewhat low, and I am not sure of all 
that he said, but that was the substance of his statement, and was 
quickly agreed to, evidently, because we immediately left for his office 
to keep a 4:30 appointment, and I had it in my diary that it was 
4: 15 then, so it shows we were not there very long inside. 

‘Mr. Franacan. Did you have any other discussions at that meet- 
ing with Mr. Boyle cone erning this loan ? 

Mr. Toore. No, sir; I had no discussion with him at all, My intro- 
duction was, I said, “I am glad to meet you,” and he said the same: 
that was the substance of our talk. I had no remarks to make to him 
at all, and he made none to me. 
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Mr. Fuanacan. Did Mr. Green or Mr. Blauner have any further 
discussions in your presence at that time with Mr. Boyle? 

Mr. Tooter. I don’t think Mr. Blauner did. I think Mr. Green may 
have had a little side talk with Mr. Boyle, but I can’t give you any 
real dependable information about that. 

Mr. Franacan. Did they tell Mr. Boyle the loan had been declined 
that morning ? 

Mr. Tooter. I think that was said in the introductory remarks; yes, 
sir. 

Mr. Fianacan. Did you know at that time whether or not Mr. 
Boyle was an attorney for the American Lithofold Corp / 

Mr. Toor. No, sir; I did not. 

Mr. Fianacan. Did you know he had been attorney—— 

Mr. Too.r. No, sir; I didn’t know; I never had known, as I an- 
swered one question yesterday here about Finnegan, I think—I never 
did know about it until I read in the papers 

Mr. Fuanacan. When did you first know that Boyle had been as- 
sociated with your company ? 

Mr. Toote. Well, only in this indirect way, as I tell you, that I know 
about it. I heard Mr. Blauner in his various trips to New York tell 
about B. B.—meaning Bill Boyle, that is the way he referred to 
him—was now very friendly and helpful, remarks like that, which 
could be, you know, meaning anything or nothing to a man that was 
not on the inside, and I was not, strictly speaking, on the inside about 
matters of that nature. 

Senator McCievian. Did he make that remark by reason of the 
fact that Boyle had previously been employed as an attorney by the 
company and was now in a position to help him politically, use polit- 
ical influence, to help? Is that what he meant by “very helpful’? 

Mr. Tooter. I could not answer that, sir. My understanding is 
that as soon as Mr. Blauner had become more or less in company with 
Mr. Boyle and Mr. Finnegan on various occasions, these remarks were 
made predicting better business conditions, and that is the way in 
which I heard him in these sales interviews in the sales office in New 
York. 

Senator McCLe._ian. Did it mean that it was helping in connection 
with this loan or helping the company generally in getting more 
business ¢ 

Mr. Tootr. It was general help that was contemplated by reason 
of his enlistment. 

Senator McCLetian. By reason of his enlistment ? 

Mr. Toorr. When I say “enlistment,” I don’t know whether it was 
actual remunerative employment or whether it was just friendly help. 
I didn’t know anything about the nature of it. 

Senator McC.etitan. How many times did you hear him make ref- 
erence to it, how many different times ¢ 

Mr. 'Tooir. A few times, I would not say how many. I would say 
maybe a half dozen in all, over a stretch of several months. 

Senator McCiLetLan. Who made that remark ? 

Mr. Tooter. Blauner. I am talking about Boyle. 

Senator McCietian. In the presence of Finnegan? 

_ Mr. Toorx. Not in the presence of Finnegan, no; just in the office 
in New York. 
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Senator McCLe.ian. Speaking directly to you! 

Mr. Tootx. Not to me as much as to Mr. Circele, who was the man- 
ager of sales in New York. 

Senator McC.Le.ian. Discussing it with the manager of sales? 

Mr. Toor. Yes, sir. 

Senator McC.Le.tan. He was commenting about Boyle’s being very 
helpful now ¢ 

Mr. Toote. That he hoped that he would be; yes. It was largely in 
the future. 

Senator McCiecian. Go ahead. 

Mr. Fianacan. At the time of these discussions, was Mr. Boyle 
chairman of the Democratic National Committee ? 

Mr. Toote. I don’t think he was, but I think I can recall also that 
having been included in one of Blauner’s references about Boyle, that 
he would be. I think he was either then vice chairman or sub- 
sequently, shortly after that, was vice chairman, and not long after 
that, I think, was chairman; but those things I can’t give you ac- 
curately because I just don’t remember and I don’t think I have any 
reference to it, just the day. 

Senator Munpr. Is that February 28, 1949? 

Senator Hory. At that time Boyle was not chairman; he was not 
chairman of the committee at that time. He was not elected until 
sometime later. 

Mr. Fiuanacan. Now, after Mr. Boyle made the appointment, you 
then went to Harley Hise’s office ¢ 

Mr. Tootr. Yes, sir; we did. 

Mr. Franagan. With Mr. Blauner? 

Mr. Too.r. Yes, sir. 

Senator Munpr. Before we get to that, I want a little background 
on this conference. Before this meeting with Mr. Boyle in his office 
on February 28, 1949, Mr. Toole, had you ever presented your loan 
case and justifications to Mr. Hise in the course of your previous 
deliberations ¢ 

Mr. Toote. Yes; I had been there. I think I remarked a few 
moments ago that I could not see the necessity for going to Boyle to 
get to Hise when I had known him and had been to see him on one 
or two occasions. : 

Senator Munpr. I am trying to bring out, as I understood your 
testimony earlier, that you ‘had been a former member of the RFC 
for 10 vears? 

Mr. Toor. Ten and one-half years; yes, sir. 

Senator Munpr. Ten and one-half years. You knew a lot of people 
there by their first names, and I think you testified that you had gone 
to Mr. Hise, as you might properly have done 

Mr. Toorr. Yes, sir; I did. 

Senator Munpr (continuing). Requesting consideration for the 
loan. 

Mr. Toore. I did. 

Senator Munpr. I could not understand the purpose of introducing 
you to somebody you had already conferred with. 

Mr. Toorr. I could not understand that either. 

Senator Munpr. Were you there, and did you hear Mr. Boyle on the 
phone talking to Mr. Hise yourself ? 
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Mr. Tooter. Yes, sir. 

Senator Munpr. That is not hearsay ? 

Mr. Tootx. I heard him say “Harley” so I guess he was talking 
to Mr. Hise. 

Senator Munpr. I understand that Mr. Boyle has said that he never 
talked to him about the company. 

Mr. Too.e. He certainly said that on the telephone in my presence. 
I was as near to him as I am to you. 

Senator Munpr. There is a direct conflict in the testimony, and I 
wanted to be sure of that. 

Mr. Toote. I am positive of that, sir; I heard it. 

Senator Munpr. You got results. You were there at 4:15, and 
at 4: 30 you were over at the RFC. 

Mr. Tooter. We got results. The results of effecting an interview 
were certainly favorable. As I say, I think we could have done it 
just the same without that call. 

Senator Munpr. How many days after the Boyle call was it before 
the loan was approved ¢ 

Mr. Tooir. Well, what day was this that I called, the 28th of 
February ? 

Senator Munpr. That is right. 

Mr. Tooter. I think the loan was approved March 3, if I am not 
mistaken. I can tell, I think, in a moment. 

Senator Munpr. You would have had your interview on Friday, and 
that was approved on Monday. 

Mr. Toor. No, March 3, I think, was Thursday, according to my 
diary. 

Senator Hory. The interview was on Monday. 

Senator Munpr. I looked at the wrong page. The interview was 
on Monday, and it was approved on Mare +h 3, which was Thursday. 

Mr. Tootx. However, intervening, I had seen Mr. Chaunc y Dodds 
again, as per the suggestion of Mr. Hise which had been made also 
before Boyle’s name had entered the picture. 

Senator Munpr. Yes. 

Mr. Tootr. So I don’t know whether that had any material effect 
or not. That I could not say; I had no way of knowing. 

Senator Munpr. Your last sentence in your diary is: 










Came back with R. J. to Mayflower and met a host of Jim Finnegan’s friends 
who were having some sort of birthday party. 

Is there any signific ance in that statement in your diar vy‘ 

Mr. Tootz. W hat date is that, sir? 

Senator Munpr. That is still on the 28th. 

Mr. Tootx. The 28th ? 

Senator Munpr (reading) : 

Jim Finnegan’s friends who were having some sort of birthday party. 

That is the last statement in your diary for the 28th. 

Mr. Tooter. Oh, yes. Yes, they were having some kind of a social 
gathering. I think that was largely Mr. Jim Finnegan’s brother’s 
friends, or as I understood it. I was introduced to his brother from 
New York. It may have been his birthday—somebody had a celebra- 


tion of their birthday, and his numerous friends were there, including 
Mr. Jim Finnegan. 
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Jim Finnegan was still living in St. Louis at that 





Senator Munpr. 
time? 

Mr. Tooter. He was located there; that was his headquarters. He 
was still collector of internal revenue at that time. 

Senator Munpr. He was still wearing two hats. He was working 
for the Lithofold Co. and the Government at that time. 

Mr. Toor. Yes, sir. 

Senator Horny. Proceed, Mr. Flanagan. 

Mr. Fuanacan. Mr. Toole, when you went to Harley Hise’s office 
on the 28th after this appointment had been made. for you, do you 
recall what discussions were had with Mr. Hise and what Mr. Hise in- 
formed you people at that time ? 

Mr. Toote. Well, it was a rather short interview. It was late as 
vou see from the notes, 4: 30 in the afternoon when we got there. The 
hours usually are from 9 to 5, and the interview was very short. 

We really said, I think, in effect, some things that I probably said 
to him before, if I am not mistaken, but the ultimate results were that 
he suggested that we see Mr. Chauncey Dodds, who was in charge of 
small-business loan troubles and problems, and see if he could not help 
work out some solution for getting a working capital loan of some 
amount. He may have suggested about $100,000, though I am not 
positive about his making that suggestion himself. 

Mr. Fuanacan. Did hes say how he was going to try to work it out? 

Mr. Toor. No: he didn’t go into any det: uils. 

Mr. Franacan. Now we will go to the next d: av, March 1, and with- 
out reading the whole diary entry, it indicates that you talked with 
Frank Prince, and then you state this in your diary : 

If the loan is approved in any amount it will be due largely to Chauncey Dodds. 
And much satisfaction will come from the fact that I personally sold Dodds 100 
percent on the goodness of our loan—in fact, he earnestly recommended the 
approval of the $548,000 as applied for, but $125,000 working capital in case the 
Board did not care to refinance the Heller loan. 


Mr. Tooter. Yes, sir. 

Mr. Fianacan. Do you feel that it was your discussion with Dodds 
and your talk with Dodds that influenced his judgment sufficiently to 
recommend your loan? 

Mr. Toots. Well, I think it had largely todo with it. I think Dedds 
had a certain amount of respect for my probity and also some with 
my experience in loan matters. 

‘He knew I had been with the RFC for years; he knew of my previous 
banking experience, and so forth, and I suppose he was convinced 
about my belief that this loan ultimately would be paid, if made, and 
I think that was what I meant when I said I had him sold a hundred 
percent, which is a statement, I think, used by many people when they 
are trying to get something done. 

Senator Munpr. Mr. Toole, who was Frank Prince? 

Mr. Tooter. Frank Prince at the time mentioned here was an officer 
inthe RFC. Just what his title was I am not sure. Previously he 
had been chief loan agent for the Smaller War Plants C orpor ation, 
to which place I had been assigned after leaving the RFC after an 
illness in 1941. I left in 1943, and joined that corporation when he 
was chief loan agent. We served together. 

Senator Munpr. Did you ever t talk to him again when you went to 
the RFC office for the appointment that Mr. Boyle set up for 4:30 on 
Monday? Did you talk to Mr. Frank Price? 
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Mr. Tooter. Prince? 

Senator Munpr. Prince. 

Mr. Tooter. Just exactly what was it that you asked me? 

Senator Munpr. That was the appointment that Mr. Boyle made. 
Was Mr. Frank Prince there? Was he there at the time at 4:30? 

Mr. Toote. Was he present ? 

Senator Munpr. Yes, sir. 

Mr. Tooter. No, sir; nobody was present in the office of Mr. Hise 
when Mr. Blauner and I went to see him. 

Senator Munpr. You went to see him and he was there alone? 

Mr. Toor. He was there alone; yes, sir. 

Senator Munpr. You talked to him at 4:30 for how long? 

Mr. Tootz. 1 would say 15 or 20 minutes. 

Senator Munpr. What I am trying to get at is what happened be- 
tween 4:30 in the afternoon when you went to the office of Mr. Hise 
to keep the appointment Mr. Boyle had set up, and 10 o’clock the next 
morning, which would have justified Mr. Prince to say that there was 
mM possibility your loan might be brought before a special meeting of 
the directors for reconsideration? I mean, they were suddenly going 
to call a special meeting. What happened? 

Mr. Tooter. He might have been apprised of that directly by Mr. 
Hise. He was a man holding an executive position and could have 
been in constant communication with his office. 

Senator Munpr. He had a right to function in the RFC set-up, 
so that if Mr. Hise—— 

Mr. Toote. ‘That would not have been a thing unusual, I would say, 
if he got information ahead of people in the Examining Division 
down below. 

Senator Munpr. Was there something new and compelling? 

Mr. Too.e. Sir? 

Senator Munpr. Was there some new and compelling evidence that 
you dropped before Mr. Hise at 4:30 in the afternoon that would 
lead him, in your opinion, to take a whole new view of this loan which 
they had been turning down for month after month after month 

Mr. Tooter. No, sir. 

Senator Munpr. And suddenly realized such a loan as appropriate 
so that they called a special meeting and announced it at 10 o'clock 
the next morning ¢ 

Mr. Tootz. If I made any statement to Mr. Hise about the loan it 
was really reemphasizing the points that I had brought up to other 
people in the RFC who had a right to listen to those arguments, namely, 
Mr. Howard, Mr. Luce, the chairman of the review committee, and 
Mr. Dodds himself on more than one occasion—I don’t remember how 
many, two or three, perhaps. 

Senator Munpr. It wild seem to me thart the only new element that 
had been interjected into this whole process which suddenly sped it 
up to 10 o’clock action the next morning against months of delay, 
was the call that Mr. Boyle made to Mr. Hise, unless there was some- 
thing you told Mr. Hise then you had been forgetting to tell him over 
those previous months. 

Mr. Toots. I am not making any satisfactory—— 

Senator Munpr. I am asking you to make an explanation. I am 
trying to find out from you—since it has to be one or the other, I am 
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trying to find out whether it was something you put in the picture. 

Mr. Tootr. No; I did not put anything new in the picture. 

Senator Munpr. When Mr. Boyle interested himself in the case. 
Mr. Blauner went with you, did he not, to see Mr. Hise ! 

Mr. Toote. He did. 

Senator Munopt. Did he bring before Mr. Hise something new and 
different and compelling that he had been forgetting to bring before 
him previously ? 

Mr. Toor. If he did, I don’t seem to have any recollection of what it 
could have been. 

Of course, Mr. Blauner owned more stock in the corporation than 
anyone, and he and his family owned the controlling stock, and his 
vital concern about the company’s future was even more than mine, 
although I did not own a dollar of stock, I think I exercised all the 
loyalty and help that I could possibly produce. 

Senator Monpr. Actually, his vital concern in that company—— 

Mr. Toorr. But at the same time he may have put more emphasis 
on what had been said than I did. I would not say that he did or 
didn’t. 

Senator Munpr. Is it not true that your diary discloses in notations 
before February 28 that it was his vital interest, as exercised by milking 
the company for lush fees and salaries over the months that had been a 
deterrent to the loan ? 

Mr. Tootr. Pardon me, sir, I would like to interrupt you. I never 
said that he milked the company or bled it. Notations from others 
who made such complaints are contained there. I never did say that. 

Senator Munpr. I did not say you said it, but you have got it in your 
diary quotations from others, suspicions from the vice president’s 
wife, and statements from others and statements that were attributed, 
as a matter of fact, to the field examiners of the RFC in your diary. 

Mr. Tooter. When you say the vice president’s wife, I think you 
allude to the reference to Mrs. Leschen, the president’s wife. 

Senator Munpr. Yes, and notations from the RFC people. 

Mr. Toor. That is correct. A good many references were in there 
like that. 

Senator Munnr. So instead of being an asset in the conference like 
that, it seems to be that he may well have been a liability, because one 
reason why the RFC seemed to be holding back was at least in their 
opinion the fact that the Blauner family were taking too many lunch 
contracts and too high a salary from a company which was running in 
the red. 

Mr. Toorr. That was the opinion of some, no doubt; yes, sir, in the 
RFC. 

Senator Nixon. Mr. Toole, at that point—— 

Mr. Tooter. Yes, sir. 

Senator Nixon (continuing). As I understand your testimony 
then, no new evidence, no new document, no new information was sub- 
mitted to the RFC examiners or to the RFC Board of Directors be- 
tween February 28 when the loan was declined, and March 3 when 
the loan was approved, is that correct ? 

Mr. Tooter. I don’t think there was any. I don’t think we could 
have given them any because I had kept them pretty well informed 
from day to day. In other words, I was practically there all the 
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time. I mean, when I say all the time, very often, pending the grant- 
ing or refusing to grant this loan. 

‘Senator Nixon. What incident occurred, apart from the production 
of new evidence, new financial statements, or the like, what incident 
occurred, besides the call that was made to Mr. Hise after Mr. Boyle’s 
intervention, what other incident occurred between February 28 and 
March the 3d which might have influenced the change in the loan 
between February 28 and March 3? 

Mr. Toorr. That I could not answer you because I don’t know of 
ally. 

Senator Nixon. Do you know of any incidents that occurred? 

Mr. Tooter. No, sir; I do not. 

Senator Nixon. You know of no other incident that occurred, ex- 
cept the call that was made by Mr. Boyle to Mr. Hise and the confer- 
ence that followed the call by Mr. Boyle? 

Mr. Toootr. No, sir; I do not. 

Senator McCietnan. Mr. Toole, how many times prior to the 
occasion that you called on Mr. Boyle to make an appointment with 
Mr. Hise, how many times prior to that, had you personally seen Mr- 
Hise regarding this loan? 

Mr. Toour. I couldn't say positively that it was more than once; 
it might have been twice, but I would not say that definitely under 
oath because I am not sure about it. I don’t think I ever saw Mr. 
Hise about this loan or any loan, and I only saw him about the Amer- 
ican Lithofold loan—I think about three times; I think that was all; 
I mean a total of three times. 

Senator McCrietian. And the other two times were prior—— 

Mr. Tooter. I think so. 

Senator McCrietxan. To the time that—— 

Mr. Tooter. Mr. Boyle called. 

Senator McCierzan (continuing). Mr. Boyle made the appoint- 
ment. 

Mr. Tooter. I think so. 

Senator McCietian. Then, would you say it was necessary to get 
any outside person, Mr. Boyle or anyone else, to arrange an appoint- 
ment for you with Mr. Hise? 

Mr. Tooter. No, I never found it necessary. The two occasions that 
I think, as I said there were two, I made an approach to his office, the 
same as any other man. 

Senator McCriettan. Had anything developed to indicate that you 
would not be able to get another appointment if you sought it? 

Mr. Tootr. No, sir; I had not conducted business in a way that I 
could not return, so far as I knew. I thought I could go back the 
same as usual. 

Senator McCretian. Then, what could be the purpose and what did 
you understand was the purpose of contacting Mr. Boyle at that time 
to get him to call Mr. Hise? 

Mr. Toots. It was simply a surmise on my part. I didn’t know 
what Mr. Blauner had in mind—Mr. Blauner’s thought and _ his 
friend’s who suggested this interview with Boyle. I never had thought 
of that, never dreamed of it and didn’t like the idea, as I have already 
said here. 

Senator McCrietian. And knew it was not necessary so far as mak- 
ing an appointment. 
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Mr. Tooter. That is right. I knew it was not necessary. 

Senator McCietxan. So it had to be for some other purpose aside 
from that. 

Mr. Tooter. That is the way it looked to me, sir. 

Senator McCietian. According to your judgment at the time and 
now. 

Mr. Tooter. Yes, sir. 

Senator Horry. Mr. Toole, I noticed in your conversation with 
Frank Prince on March 1 that he intimated that he might have a 
special meeting 

Mr. Toote. Yes, sir. 

Senator Hory (continuing). That day. I believe the special meet 
ing was not held. 

Mr. Toore. I believe that is true, although I am not sure about that. 
There were occasional special meetings, as I understand it, when all 
directors or, that is, a quorum was present and possible to be held-—— 

Senator Hory. Yes. 

Mr. Tootz. Where some urgent matter would come up like that, 
but I can’t say 

Senator Hory. Now, the regular meetings were on Monday and 
Thursday. 

Mr. Toote. That is true. 

Senator Hory. Those were the regular Board meetings. 

Mr. Tootx. Yes, sir. 

Senator Hory. And on this occasion when Mr. Prince mentioned 
that a special meeting might be held, it was not held, but the matter 
was brought up and passed on at the meeting on Thursday, the 3d 
of March. 

Mr. Tooter. Yes, sir. 

Senator Hory. All right. 

You may proceed, Mr. Flanagan. 

Senator Unperwoop. Let me ask one question, if I may. 

You said in your earlier testimony that the operating practices of 
the company were to be changed, the salaries were to be lowered, or 
the commissions to be taken out by the family in control were to be 
lowered. When did that happen, when was an agreement reached on 
that ? 

Mr. Tootx. I don’t think I testified to that, did I? Wasn’t that Mr. 
Williams? 

Senator Nrxon. Senator, I think it was Mr. Williams. 

Senator Unperwoop. That was Mr. Williams, not you? 

Mr. Toorr. I had not testified. I had no arrangements about the 
composition or whatever might be arranged for paying commissions— 
I had no knowledge of how that was done. I never was consulted 
about that. 

Does that answer the question ? 

Senator Unperwoop. Yes. 

Senator Hory. Mr. Toole, one further question : I believe when this 
proposition was submitted, you were asking for $125,000, that much 
money asa loan. 

Mr. Tootr. Yes, sir. 

Senator Hory. And finally when they acted on it on Thursday 
they made an $80,000 loan ? ; , 
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Mr. Toote. Yes, sir. 

Senator Hory. It was approved for $80,000 and not for $125,000. 

Mr. Toote. That is right; yes, sir. 

Senator Horry. Wasthat a customary thing for them to do to modify 
and change the application or the orders in granting the loans? 

Mr. Tooter. Yes, I think that was done frequently. If they didn’t 
believe that a loan of an amount suggested or asked for was com- 
mensurate with the situation and was not warranted, they would often 
give a lesser amount, which was done in that case. 

Senator Hory. Yes. Whether there were any changes in the condi- 
tions at all, the loan was not approved in the amount that it was 
declined for before, and that was $125,000, but was approved for 
$80,000. 

Mr. Toore. That is right; yes, sir. 

Senator Hory. Proceed, Mr. Flanagan. 

Mr. FranaGan. Now we go to March 2, Wednesday, March 2 and 
your diary states this: 

* * * was at the RFC before 10 o’clock called on Frank Prince and he 
had a luncheon appointment with Congressman Boykin which prevented our 
lunching together today. Prince said our loan might be handled by special ac- 


tion of the Board this p.m. Charlie Lewis told me of a talk he had with George 
Luce, chairman of the review committee. Luce said the Rec. Com. 


that looks like it should be review committee— 


had striven to find a way of recommending our loan on my account and all of 
them wanted to be of help to me, but could not justify suc ee action because of 
the “record of heavy commissions, extravagant management, 


Do you recall that conversation with your friend, Me. Lewis? 

Mr. Tooir. Yes; I do. 

Mr. Fuanacan. And he was passing on to you information that 
came from the chairman of the review committee ? 

Mr. Toote. You mean Charlie Lewis? 

Mr. Fianacan. Yes. 

Mr. Toote. That is correct. 

Mr. Fianacan. And, as I gather from your diary, Prince had 
advised you that day, March 2, that your loan was coming up that 
afternoon for a special meeting. 

Mr. Toor. That is what I remember him having said; yes, sir. 

Mr. Fianacan. I suppose at that time you expected that it would 
be brought up at that special meeting on Wednesday afternoon ? 

Mr. Toote. That is right; yes, sir. 

Mr. Franacan. Now, as a matter of fact, it never was brought up 
at that meeting, was it? 

Mr. Tootr. I think not, because on the succeeding morning when I 
met. Mr. Dickinson 

Mr. Franacan. We can bring that out from the diary; we will go 
to that. 

Mr. Toorr. O. K. 

Mr. FLanacan. We will go on to the next day, March 3. 





When I reached the RFC this a. m. and learned from my old friend, R. ¢ 
Dickinson, that our loan had not come before the Board, I nearly “ker flum- 
mixed,” but quickly recovering my equilibrium I sped to George Luce’s office and 
told him of our keen disappointment, especially considering the practical 
assurance yesterday by Frank Prince that if our loan did not receive— 



















































298 INFLUENCE IN GOVERNMENT PROCUREMENT 


1 suppose the word is “receive” there— 
special consideration yesterday p. m. it would surely come before the regular 
meeting today. Finally I persuaded Chairman Luce of review committee to 
hurry up to the Chairman of the Board's office, Mr. Harley Hise, and make 
a real appeal to reassemble the directors and get our case considered. In just 
30 to 35 minutes Luce came back with the wonderful news: Chairman Hise did 
get a quorum together and approved our loan for $80,000. That was the quickest, 
most fruitful response I ever received from a request of an old friend. 

Now, do you now recall going to see Mr. Luce on the morning of 
the 3d and telling him that you were disturbed over the fact that your 
loan had not been taken up by the Board? 

Mr. Toore. I do. 

Mr. Fianacan. What did Mr. Luce tell you he would do? 

Mr. Tooter. Well, he didn’t immediately tell me he would do any- 
thing, but when I expressed my keen disappointment that it had not 
come up after having been told the previous day or maybe 2 days pre- 
vious by two or three reliable fr fade. like Mr. Prince and maybe Mr. 
Dodds, I am not sure, but several had said they thought it would come 
up at the regular meeting, and when I learned it did not come up, of 
course, I was disappointed. I had been working on the thing a long 
time, and so I asked him—I heard this news from Dickinson about 
the thing not coming up just right after the meeting. He had just 
come out or had been told maybe by Mr. Griffin who had just come 
from the meeting that it did not come before the Board, so when I 
hurried up to the Luce office, as reported here, because I thought they 
might be reached before they adjourned completely, Luce fin: ally was 
persuaded to go up and talk to Mr. Hise and see if he could get a 
quorum together and take some action, since it had been promised me 
all along the line that some action would be taken on it that morning. 

As he left the office, he said, “You just wait here, J. E., until I come 
back,” which I did; and in the time mentioned he returned with the 
information that the quorum was gotten together and the loan was 
approved for $80,000. 

Mr. Fianacan. In other words, he left you and went up to the 
Board meeting and came back and advised you of the action of the 
Board? 

Mr. Too.e. Yes, sir. 

Senator Munpr. Now, the last statement: 

That was the quickest, most fruitful response I ever received from a request 
of an old friend— 

I presume you are referring to your request to Luce to go up and see 
if he could not get Hise to reassemble the Board, is that right ? 

Mr. Tootr. Yes. Well, those statements are a little—when you are 
writing a diary—I don’t know whether any of you gentlemen have 
ever kept one, I know I will never keep another one after this. 
| Laughter. | 

Senator Munpr. I might say I do not believe this is damaging— 
this diary is particularly ‘damaging to your prestige. 

Mr. Toore. I know, but I feel regretful of phases that enter into 
personal friendships because I had no knowledge or dreamed that it 
would ever come to the light of public attention. 

Senator Munpr. You appeal to me as a good citizen 

Mr. Toorx. I try to do that, sir. I don’t want to be too good. 
Senator Munpr. You may be a reluctant vehicle in this process. 
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Mr. Tooter. I am trying to do the best I can. 

Senator Munpr. Let me see if I can reconstruct the occurrences 
in the three fast-moving but very important days in the financial 
experience of the Lithofold Co. 

At 4:15 on Monday, February 28, you were in Mr. Boyle’s office, 
and he called up and made an appointment for Mr. Hise. At 4:30 
you were in Mr. Hise’s office for 15 or 20 minutes, restating to him 
information which you had been giving to him on previous occasions 
in connection with this loan. 

At 10 o’clock the next morning Mr. Prince told you that he expected 
special consideration and special action, I believe he said, at a special 
meeting that was to be held, yes; and on Wednesday, the next day, 
Mr. Prince told you that the loan might be handled by special action 
of the Board that afternoon; and on Thursday, the next morning, 
or next afternoon it does not say which, Thursday, the next day, you 
were advised that the Board had not acted. 

Mr. Tootr. Yes, sir. 

Senator Munpr. And so you sent Mr. Luce up to talk to Mr. Hise 
who reassembled the Board, in other words, he called them back after 
they had adjourned. 

Mr. Tootx. Well, if you will pardon me for an interruption, I don’t 
know whether they had actually left his office or wherever the meet- 
ing was held, but they were able to call the quorum promptly, because 
it was done. 

Senator Munpr. The meeting was over with, and they might have 
been standing around chatting. 

Mr. Toor. I don’t think they had gone to their respective offices. 

Senator Munpr. Yes. They reassembled the Board or called the 
meeting back together, I do not know whether it was formal or not—— 

Mr. Tooter. Yes. 

Senator Munpr (continuing). But took this special action which 
has been stated. 

Mr. Toorr. Yes, sir. 

Senator Munpr. And at that time in just 35 minutes they were 
able, because of some new factor in the picture, to approve the loan 
which had been turned down for these many months, and that con- 
cluded you to say that it was the “quickest, most fruitful response 
I ever received from a request of an old friend,” and I assume by 
that remark you do not mean the request of Hise to the Directors 
but. your request of Luce to go up and have them reassembled, is that 
the picture ¢ 

Mr. Toore. Yes, sir; that is correct. 

Senator Hory. You may resume, Mr. Flanagan. 

Mr. Fuanacan. After you obtained this or worked on this loan 
of : 80,000, and it was obtained, I believe the record vesterday will 
show that sometime in June your corporation applied for another 
loan, a refunding loan of some $500,000. 

Were you asked to work on this second loan? 

Mr. Tooie. What date are you referring to now, Mr. Flanagan? 

Mr. Franacan. No special date, I will repeat what I said. 

Mr. Tooter. I see. 

Mr. Frianacan. That after you had completed your work in con- 
nection with the $80,000 loan—-— 
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Mr. Toots. Yes, sir. 

Mr. FianaGan (continuing). The record indicates that sometime 
in June of 1949 your corporation applied for another loan with the 
RFC 

Mr. Toots. Yes, sir. 

Mr. FLanaGan (continuing). Of roughly $550,000. 

Were you called in to work on that second loan by Mr. Blauner? 

Mr. Tooter. Well, I think that would be subject to qualifications 
because I was not called in to work on it in the same degree and 
manner that I had customarily worked on previous loans. 

I was told about it only in a casual sort of way. I was not asked 
to participate in it very directly. I might have gone over the appli- 

vation after Mr. Stanhope prepared it, but that application almost 
from the start to finish, with its varying degrees of changes in 
amounts, and so forth—in other words, it started out, we will say, 
at $518,000—I think it did; it was changed probably to suit some- 
body’ s idea in the RFC to cover some other items that had not been 
fully comprehended in the original thought, maybe to $558,000, and 
then finally down to $500,000, and finally, I think to $600,000, but I 
am unfamiliar with all of those various processes because, as I say, 
I was not actually in on that thing in the manner in which I usually 
worked loans and handled loans. 

Mr. Franacan. Were you the only official of the American Litho- 
fold that had any intimate knowledge of the workings of the RFC? 

Mr. Tootr. Well, I guess I was the only one that had a real close 
intimate knowledge, bec cause the others only got it through me. There 
was nobody there from the RFC, 

Mr. Franacan. Do you know why the Corporation did not call 
upon a man of your background and experience to assist them on 
this next big loan they were requesting ? 

Mr. Tootrz. Maybe they thought I could not do as well as somebody 
else. 

Mr. FranaGan. Well, let us turn to your diary entry now of June 24. 

Senator Nrxon. Mr, Chairman, may I ask a question ? 

Mr. Flanagan, would you allow me at this point to interrupt—the 
diary entry of March 4, T thought, was interesting, and I would like 
to have Mr. Toole’s comment upon it, the second sentence of the entry, 
which reads: 





Had lunch with R. J. Blauner and acquainted him with the strange, strenu- 
ous and finally satisfactory solution of our RFC loan application. 

Your reference to a strange solution of the RFC loan application, 
I was wondering what facts you based that conclusion on? 

Mr. Toorr. Well, I think the gentleman who just interrogated me 
a moment ago had the same idea that I had. It was just a conjecture. 
I could not tell, there was not any new information, as I say, pre- 
sented, so that is the reason, as I say, I used the term “strange.” 

Senator Nrxon. In other words, your judgment at the time was that 

this was a rather unusual action on the application in view of the fact 
that no evidence had been submitted. 

Mr. Tooter. The way it came out; yes, sir. 

Senator Hory. Proceed, Mr. Flanagan. 


Mr. Frianacan. Turn to your diary entry of Friday, June ‘ 
1949-—— 
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Mr. Tooter. June 24? 

Mr. FLanaGan. Yes, sir. 

Mr. Tooter. Yes, sir. 

Mr. FuanaGan. You state there as follows: 

Received air mail special delivery letter from Stanhope at noon saying he 
had talked with Mr. Leachen about my going to Washington and doing the 
“sround work” preparatory to applying to RFC to take up the Heller & Co. 
loans—but he also stated R. J. Blanner 

Senator Munpr. What page is that on? 

Mr. FLanaGan. Page 52. 

Senator Hory. Fifty-two, June 24. 

Mr. FLANAGAN (continuing) : 





had been talking with Jim Finnegan whom he desired to try and influence 
Manager Alexander of St. Louis RFC agency to get Heller & Co. loans taken up 
by the RFC. 

Who is Mr. Stanhope? 

Mr. Toor. Stanhope was, and I think still is, controller of the 
corporation. 

Mr. Fruanacan. He was located in St. Louis, was he not? 

Mr. Toon. Yes, sir. 

Mr. Franacan. Was that the first information you had that they 
were going to use Finnegan rather than yourself to work on this second 
loan ¢ 

Mr. Toorr. On this loan, I would not say second, because there were 
many loans made. 

Mr. Fuanacan. Well, on this loan. 

Mr. Toor. Yes, sir. 

Mr. Franaaan. I have here a longhand note which is the letter you 
are talking about 

Mr. Toor. Yes, sir. 

Mr. Fianagan (continuing). Addressed to you, initialed by Mr. 
Stanhope, and I will read that into the record since it is very short. 
It is dated June 24, and it is to Mr. Toole. 





Mr. R. J. is having J. P. F. work on St. Louis and he also expects him to be 
in Washington, D. C., to help out there next week re the RFC. Apparently 
he doesn’t want any other help at the present as he is in Washington, D. C., at 
present. Will keep you advised and sooner or later feel that he will need your 
assistance. Any suggestions. H. W. &. 

Mr. Toor. Yes, sir, 1 remember that very well. 

(‘The document referred to was marked “Exhibit No. 1.’) 

Mr. Franacan. Who is J. P. F. mentioned in here? 

Mr. Toote. Well, I assume James P. Finnegan, because by that 
time I had seen him and heard a good deal about him. This was in 
1949, 

Mr. Fuanacan. From that time until that loan was approved in 
September of 1949, were you ever asked by Mr. Blauner or any other 
official of the company to do any amount of substantial work in con- 
nection with the loan ? 

Mr. Tootx. No, sir. 

Mr. Franagaan. In other words, from then on you were left out 
of the picture? 

Mr. Toor. Yes, sir. That loan was made absolutely independent 
of my knowledge, judgment, belief, association, or anything else. 
I had no part in it whatever. 
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Mr. Fianacan. During the time that that loan was pending at 
either St. Louis or Washington, did it ever come to your attention 
who was handling it for your corporation ? 

Mr. Tooter. Well, no, I can’t say that I knew definitely who was in 
charge, who was directing it. I can’t say that, no; I didn’t know it. 

Mr. Fuanacan. Did you ever have any indication who was handling 
it? 

Mr. Toorr. Well, ostensibly Mr. Stanhope, being controller, and 
next to me in financial authority there, might have been charged with 
the responsibility, at least to make an application and in taking or 
sending papers to the RFC. Mr. Blauner, of course, was the head 
of the corporation. 

Mr. Fuanacan. Do you know who was discussing it with RFC 
officials in St. Louis and in Washington ? 

Mr. Toor. Well, through Stanhope, I think I heard, that numer- 
ous ones had discussed it with Mr. Alexander, the manager in St. 
Louis. I think Mr. Finnegan did discuss it with him. 

Mr. Fuanacan. Did Stanhope ever tell you that Finnegan was 
discussing this loan with officials of the RFC? 

Mr. Tooter. Yes, sir; he did. 

Mr. Franacan. What did he say ? 

Mr. Toor. I don’t recall anything especially outstanding, any- 
thing that he said that would be of any particular interest. 

Mr. Franacan. But he did say that Finnegan was handling the 
loan ? 

Mr. Tooter. He was helping in it; yes, sir. 

Mr. Fianacan. Assisting in it? 

Mr. Toots. Yes, sir. 

Mr. Franacan. Who other than Finnegan was working on it? 

Mr. Toote. I don’t know; I don’t know of anybody else. 

Mr. Fianacan. Did he ever state why they were using Finnegan ? 

Mr. Tootz. No; he made sort of a vague veiled reference, as you 
read, I think, a moment ago in that memorandum from Finnegan, 
that Mr. Blauner intended to handle that locally without my help, or 
some such expression as that, and I could tell from the outset of this 
beginning of this new loan that they didn’t expect to have me to 
participate in it, and, naturally, I was loath to inject myself into it, 
and I didn’t learn or hear or know too much about what was going on. 

I might say this, though, on several occasions during the pendency 
of. that application I was in and out of Washington and heard men 
speak about the case being there, but I don’t think they knew much 
more about it than I did. 

Mr. Fuanacan. But you were not working on the loan? 

Mr. Toots. No, sir. 

Mr. Fuanacan. The same as you worked on the previous loan? 

Mr. Toor. No, sir. I never did work on that loan. 

Mr. Fruanacan. After that loan was approved in September, did 
you ever have occasion to discuss it with any of your old friends in 
the RFC? 

Mr. Toor. Well, I don’t know about discussing it. I think one 
of my old friends met me in the corridor one day and said, “Hello, 
J. E., I see you have got another big loan through the other day.” 
I says, “What do you mean?” And he elaborated by mentioning this 
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joan you are speaking about now. I said, “Well, I had no part in it.” 

This friend, who customar ily and usually had to do with all loans 
of any large amounts, said, “I didn’t either.” He said, “It was done 
up there,” pointing toward the Directors’ room. So evidently it was 
unknown to the man in the usual channels that handled the loan 
as well as it was to me. 

Mr. Fuanacan. When did you have this discussion with that friend, 
was it shortly after the loan was made? 

Mr. Tootk. I don’t recall the month. It is in my diary there, is it 
not ¢ 

Mr. Fuanagan. No, sir. 

Mr. Tootr. I see. I guess that is another reason it was not in my 
diary because I was so ‘little acquainted with what was going on, I 
did not see any significance or set any significance upon it, because 
I had no part in it. 

Mr. Firanacan. Who was this man who told you that he did not 
know anything about this loan either, saying it was handled upstairs, 
meaning the Board of Directors? 

Mr. Tootz. Would I have to say that? 

Mr. Firanacan. I think it would be helpful. 

Mr. Tooter. I think it was Mr. Howard. 

Mr. Franacan. Was it Mr. Ernest Howard? 

Mr. Toorr. I think so. 

Senator Horry. Any further questions? 

Thank you, Mr. Toole. 

Senator Nrxon. I want to ask a question. 

Senator McCietian. Do you know whether Mr. Finnegan was 
paid anything by the company for his services ? 

Mr. Toor. No, sir; I had no knowledge of that, sir. You see I was, 
as I think I stated yesterday—lI did not have much to do with check 
writing, so I didn’t see the expenditures generally. It was only on 
exceptional occasions. I think I did mention yesterday about an ex- 
pense voucher that was shown to me by Mr. Stanhope, and I com- 
mented on that, but I didn’t know of any pay he was receiving as such 
as a lawyer or assistant in any way. 

Senator McCietian. Has it since come to your knowledge that he 
was being paid 

Mr. Toor. It has in the papers but not through the company. 

Senator McCLetitan. Through any source that would be authentic, 
any official source, from the company ? 

Mr. Toore. That is right, no authentic source from the company ; 
no, sir. 

Senator Nixon. Mr. Chairman, I have a question. 

Senator Hory. Senator Nixon. 

Senator Nixon. Mr. Toole, I wanted to ask about your relationship 
with Mr. Green, Cecil Green, that is. 

Mr. Tooir. Yes, sir; I know. 

Senator Nixon. Not the corporation counsel. 

Mr. Tooir. Yes, I know, but this other man I have only known for 
a very limited time. I think the first time mentioned in my diary was 
sometime in 1948, if I am not mistaken. I think you can verify that 
as good as I, and then at intervals I saw him just infrequently on my 
trips from working down here, but I didn’t know him very well. 
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Senator Nixon. When he was employed by the company did you 
have anything to do with the making of the agreement for employ- 
ment ? 

Mr. Toore. No, sir; I had nothing to do with the employment of 
anyone with the corporation. 

Senator Nrxon. Did Mr. Blauner discuss the fact that Mr. Green 
was to be put on the payroll? 

Mr. Tootr. No, he did not. 

Senator Nrxon. You were aware, of course, he had been? 

Mr. Tooter. After I had come into the office on one occasion and was 
introduced to him and was told he was part of the Washington per- 
sonnel, that was the first time. I think he had been there probably a 
couple of months at that time. 

Senator Nixon. Do you have any recollection of what Mr. Green 
did for the company, of your knowledge, other than his activities in 
regard to this loan? 

Mr. Toor. No, I don’t know personally of anything. 

Mr. Nrxon. Was = engaged in sales in Washington ? 

Mr. Toore. I heard that he did have to do or tried to have some 
helpful influence in that way. 

Senator Nixon. It is my understanding that you have testified as 
of yesterday that you do not know that Mr. Fi innegan was receiving 
money from the company. 

Mr. Toots. That is right. 

Senator Nrxon. Except the two expense vouchers. 

Mr. Tootr. That is right. 

Senator Nrxon. Did you know, as I understand, you have already 
answered this question today, but I want to reiterate it at this 
point—— 

Mr. Toore. Yes, sir. 

Senator Nixon. You understood that Mr. Boyle’s intervention also 
was on a voluntary basis rather than on a compensation basis. 

Mr. Tooter. I don’t know anything about his real employment, if 
any at all. 

Senator Nixon. You did not know that? 

Mr. Toore, Sir? . 

Senator Nixon. You did not know he was on the company’s pay- 
roll? 

Mr. Toor. No, sir; never did know that. 

Senator Nixon. Do you know Mr. Siskind ? 

Mr. Toorr. No, sir; I never knew him. I read about him in the 
papers abort getting subsequent checks, and so forth, but I didn’t 
know anything about it. 

Senator Nrxon. You never met Mr. Siskind ? 

Mr. Toor. No, sir; I don’t think I have; if I have I don’t remem- 
ber it. 

Senator Nixon. Do you know of anything Mr. Siskind did for the 
company frem the period, say, March 1948, to date? 

Mr. Tootr. No; I didn’t know that he had employment with the 
company until I read that in the paper. 

Senator Nrxon. I know you recognize you did not know he had em- 
ployment with the company 

Mr. Tootr. Yes. 
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Senator Nrxon. The testimony subsequently will disclose that Mr. 
Siskind received $13,500 from the company. 

Mr. Toore. I saw that in the paper; yes. 

Senator Nixon. Do you know of anything that Mr. Siskind did for 
the company to earn the $13,500? 

Mr. Toorg. No, sir; not a thing. I don’t know a thing about it; 
never heard of it. 

Senator Nixon. You did not know he was 

Mr. Toorx. No, sir; never knew he was connected with the com- 
pany ; not a thing. 

Senator Nixon. And you know of nothing that Mr. Boyle did for 
the company except his intervention on the loan? 

Mr. Tooir. No, sir. 

Senator Nixon. But you considered the intervening quite important. 

Mr. Tooir. How is that ? 

Senator Nixon. But you considered his intervening on the loan 
quite important. 

Mr. Toorx. Well, it looks that way, yes. 

Senator Nixon. Thank you. 

Senator Hory. That is all. Thank you, Mr. Toole. 

Mr. Tooter. Thank you. 

Senator Hory. Mr. Kraft. 

(Discussion off the record. ) 

Senator Hozy. Mr. Kraft, hold up your right hand. 

Do you solemnly swear the testimony you give in this case will be 
the truth, the whole truth, and nothing but the truth, so help you God 4 

Mr. Krarr. I do. 

Senator Hory. Mr. Kraft, give the reporter your name and your 
address. 





TESTIMONY OF OLIVER R. KRAFT, ASSISTANT MANAGER, ST. LOUIS 
AGENCY, RECONSTRUCTION FINANCE CORPORATION 


Mr. Krarr. Oliver R. Kraft. 

Senator Hory. Where is your home? 

Mr. Krarr. 6616 Bancroft, St. Louis, Mo. 

Senator Hory. What is your vocation ? 

Mr. Krarr. Assistant manager of the St. Louis agency of the RFC. 

Senator Hory. Are you in that position at the present time ? 

Mr. Krarr. Yes, sir. 

Senator Hory. How long have you been in this position ? 

Mr. Krarr. This particular position, assistant manager, about 7 
years. 

Senator Hory. How long have you been with the RFC? 

Mr. Krarr. Since its inception. It will be 20 years. 

Senator Hory. All right, Mr. Flanagan. 

Mr. Firanacan. Mr. Kraft, you were and still are assistant manager 
of the RFC office in St. Louis? 

Mr. Krarr. Yes, sir. 

Mr. FuanaGan. Were you assistant manager of that office in the 
fall of 1948? 

Mr. Krarr. Yes, sir. 
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Mr. Fuanacan. You have now an independent recollection of this 
American Lithofold loan? 

Mr. Krarr. Yes, sir. 

Mr. Fuanacan. Did you review that loan in your office in the fall 
of 1948, or the application for a loan? 

Mr. Krarr. Well, the application was presented in the amount of 
$548,219.50. 

Mr. FuanaGan. Speak louder, Mr. Kraft. 

Mr. Krarr. The date of the application was November 19, 1948. 
It was assigned to an examiner, Mr. Thompson, who prepared a com- 
prehensive report dated December 8, 1948. 

The application was declined by Mr. Thompson, and went before 
the agency review committee, of which Iam a member; was declined 
by the review committee for the same reasons as set out by the ex- 
aminer. It was later declined by the agency manager, and later 
declined by the agency advisory committee. The application was 
then transmitted to the Washington office. 

Mr. Fuanacan. It was transmitted to the Washington office, I 
believe, sometime around December 17 or 18, was it not? 

Mr. Krarr. I don’t have the date. 

Mr. Fuanacan. Do you recollect receiving a telephone call from 
Washington in connection with that loan in the latter part of Decem- 
ber / 

Mr. Krart. Yes, I do. 

Mr. Fuanacan. Will you tell us about that call. 

Mr. Krarr. Well, there was a call from Mr. Merl Young, dated 
December 29. I made a memorandum of it. 

Mr. Fuanacan. As a matter of fact, you prepared a memorandum, 
did you not, shortly after you received the call? 

Mr. Krarr. That is right. 

Mr. Fianacan. You sent that memorandum to your—— 

Mr. Krarr. File. 

Mr. Fuanacan. Boss? 

Mr. Krarr. That is right. Mr. Alexander was out of the office at 
the time, and I was officiating in his stead. 

Mr. Fianacan. I will read it. It is a very short memorandum, 
and I will read it into the record. It is dated December 29, 1948: 

The writer received a long-distance telephone call from Mr. Merl Young 
in Washington, inquiring as to the status of the application presented to the 
Corporation by the American Lithofold Corp. (Mr. Young, as you will recall, 
was an examiner in the Airlines Division of the Corporation prior to his associa- 
tion with the Lustron Corp.) 

I asked Mr. Young his connection with this inquiry and he advised me that 
the committee in Washington is making inquiry in behalf of the applicant and 
it was his desire to learn something about the application in general. I en- 
deavored to explain to Mr. Young the many ramifications involved in this appli- 


cation and the requirements the company would have to meet in order to obtain 
financing from this Corporation. 

After explaining the situation to him thoroughly, I informed him that the 
application was presently in the possession of the Washington office and ap 
parently assigned to Mr. Bill Rochelle of the Examining Division, and suggested 
that he contact him as he would be in a position to substantiate the informa- 
tion furnished by the writer. He was very happy to receive the data from the 
writer and indicated that he would discuss this matter more thoroughly with 
Mr. Rochelle. 


Now. are you_acquainted with or were you previously acquainted 
with Mr. Merl Young? 
(The document referred to was marked as “Exhibit No. 2.”) 
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Mr. Krarr. I met Mr. Young on two occasions in St. Louis. He 
came in our office between trains. I think one time he was coming 
back to Washington and one time he was going out to Kansas City, 
and he stopped in a few minutes, and that is where I met him. 

Mr. FLANAGAN. Were you quite sure this was Mr. Young that was 
calling on you ¢ 

Mr. Krarr. Well, I don’t know. He said Merl Young. 

Mr. FuanacGan. Could it have been someone else ¢ 

Mr. Krarr. I wouldn’t think so. 

Senator Nixon. Excuse me, Mr. Chairman, but Mr. Kraft, you 
know Mr. Young? 

Mr. Krarr. Yes. 

Senator Nrxon. You had met him previously ¢ 

Mr. Krarr. Yes. 

Mr. FuanaGan. He testified to that. 

Senator Hory. What is the date? 

Mr. FLanaGan. December 29, 1948. 

It says here that “He advised me that the committee in Washington 
is making inquiry”—did he state what committee / 

Mr. Krart. No; he didn’t. 

Mr. FuanaGan. What committee did you think he was talking 
about ? 

Mr. Krarr. Well, it would be an assumption on my part if I said 
the National Democratic, and I could not do that. There are a lot of 
committees in Washington. It might be a small-business committee, 
I don’t know. 

Mr. Fiuanacan. Well, didn’t you ask him what committee he was 
representing ¢ 

Mr. Krarr. No; I didn’t. 

Mr. Fuanacan. As long as he said a committee—— 

Mr. Krarr. I was satisfied. 

Mr. Franacan. Did he ever call you again or contact you again 
concerning this matter ? 

Mr. Krarr. No; he did not. 

Senator Nixon. Excuse me just a moment at that point. Who was 
Mr. Young employed by at that time? 

Mr. Krart. I think the Lustron people, I believe, if I am not mis- 
taken. 

Senator Nixon. He was with the Lustron people ? 

Mr. Krarr. I think so. 

Senator Nrxon. What committee was he connected with at that 
time, do you know? 

Mr. Krarr. I don’t know. 

Senator Nixon. Did you know whether he had any connection with 
the Democratic National Committee ? 

Mr. Krart. No; I didn’t know; no. 

Senator Nixon. You did not know that he had then or since that 
time ? 

Mr. Krarr. No. I didn’t know the man too well. 

Senator Nixon. And you had no reason to think this call came 
om the National Democratic Committee, is that right ? 

Mr. Krarr. No; I didn’t. I put no importance to it at all. 
Senator Nixon. Go ahead. 
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Senator Munpr. Was it customary when you got phone calls about { Sen 
the private business of corporations from people, to find out whether 4 anv of 
they had some interest in the corporation or did you simply answer . Mr. 
all the phone calls regardless and tell them everything you knew ; Sen 
about the company’s business ? ‘ Mr. 

Mr. Krarr. No. Asa rule we tried to find out. 4 Sen 

Senator Munpr. What did you try to find out from Mr. Young as 3 Amer 
to why he was trying to engage in quizzing you ¢ 3 did y« 

Mr. Krarr. I didn’t try to find out anything. I knew he was with 4 Mr. 
the RFC once. 3 and n 

Senator Nixon. You did not know he was with the national com- 4 Sen 
mittee ? 2 Mr. 

Mr. Krarr. No. Ser 

Senator Nrxon. Or had any connection with it at all ? : Mr. 

Mr. Krarr. No; I didn’t. Ser 

Senator Nixon. You thought possibly he probably did not have tion ] 
any connection at all? Mr 

Mr. Krarr. I don’t know what committee he was referring to. It Sel 
could have been a small-business comittee here, I didn’t know. 3 Mr 

Senator Nixon. Did you ever know that he had any connection ’ Sel 
with the Small Business Committee, any other committee, except the 7 Corp 
national committee ? ; Mr 

Mr. Krarr. No. 3 know 

Senator Nixon. Speak a little louder, please. had a 

Mr. Krarr. I do not. what 

Senator Munpr. I am trying to find out now how you run an office ) ofus 
of that kind. Suppose you get a long-distance call, and they say, : on us 
“This is Joe Bloke, and I would like to know something about the 4 Sel 
loan of John Smith & Company,” who might well indeed ‘be competi- » anag 
tors of theirs, and would like to find out their financial structure. Do i Mr 
you just go ahead and tell them all you know about it without finding i Sel 
out what his interest and what his position is? ; Mr 

Mr. Krarr. Not asa rule. ; a del 

Senator Munor. Is it not part of your duty as a Government offi- pe = Loui 
cial not to disclose confidential information to competitors in things b a M1 
of that kind? se 

Mr. Krarr. We don’t do that. It just happened that Merle Young Ness : 
was with the RFC. Mi 

Senator Munpr. Did you think he was with the RFC at the time? 3 se 

Mr. Krarr. I didn’t know particularly whether he was with the : then 
RFC. Pg from 

Senator Munpr. You were with the RFC? 4 Mi 

Mr. Krarr. Yes. io se 

Senator Munpt. Did you not know whether he was with the RFC | Mn 
or not ¢ Nati 

Mr. Krarr. There have been so many changes in the Washington ee | Se 
office you cannot keep up with it. La self ; 

Senator Munvr. You knew whether he was an RFC official ? Bios 

Mr. Krarr. He just said, “Merle Young,” and I knew Merle Young : M 
was with the RFC. i conn 

Senator Munpr. You did not ask why he was interested at all ? : { Se 

Mr. Krarr. No, sir. = obta: 
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Senator Nrxon. Did you ever talk to Mr. Young on the phone about 
any other loan ? 

Mr. Krart. No. 

Senator Nixon. Never had any other conversation at all ? 

Mr. Krart. No; this is the only one. 

Senator Nrxon. What have you discussed with Mr. Young except 
American Lithofold? You say you knew him. In what connection 
did you know him? 

Mr. Krarr. Yes. Well, in-between trains in St. Louis he came in 
and made himself known. 

Senator Nixon. How often did he come in 

Mr. Krarr. Twice. 

Senator Nixon. He came in twice? 

Mr. Krarr. Uh-huh. 

Senator Hory. At that time was he connected with the Reconstruc- 
tion Finance Corporation? 

Mr. Krarr. Sir? 

Senator Hory. At that time was he connected with the RFC? 

Mr. Krart. Yes, sir. 

Senator Hory. He was connected with the Reconstruction Finance 
Corporation ¢ 

Mr. Krarr. And on one occasion I know when he made himself 
known, why, he mentioned the fact that he said the boss wished he 
had an agency in Kansas City like he has in St. Louis. I didn’t know 
what he meant by the “boss” and, of course, there were two or three 
of us sitting there, and they didn’t know either. I think it now dawns 
on us that it is probably the President. 

Senator Nixon. Excuse me. To clear up that point, I wish to ask, 
an agency in Kansas City, you say, like the one in St. Louis? 

Mr. Krarr. Yes. He was going to Kansas City. 

Senator Nixon. You mean an RFC agency ¢ 

Mr. Krarr. That is right. 

Senator Nrxon. In other words, that was a compliment to the St. 
Louis office ¢ 

Mr. Krarr. To the St. Louis agency; that is right. 

Senator Nixon. But except for those two passing more or less busi- 
ness contacts that is the only time you talked to Mr. Young? 

Mr. Krarr. That is the only time ; yes, sir. 

Senator Nixon. When you received this call expressing an interest 
then in the American Lithofold Co., you thought it might have come 
from a small-business committee ? 

Mr. Krarr. That is right; exactly. 

Senator Nixon. He might be employed by them ? 

Mr. Krarr. That is right. I didn’t know he was affiliated with the 
National Democratic Committee or anything else. 

Senator McCietitan. What did you do, Mr. Kraft, to satisfy your- 
self at the time that you were not giving out information that some- 
one Was not entitled to have, if you ‘did not know and did not inquire ? 

Mr. Krarr. Well, the information I disclosed to him wasn’t very 
confidential. 

Senator McCiettan. You told him the problems associated with 
on that loan, and if he should be representing some competitor 

‘trying to get information from a competitor it probably would be 
ahite ation that a competitor should not have. 
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Mr. Krarr. I don’t think it would have done the competitor any 
good what I told him. 

Senator McCietian. You did not think it would ¢ 

Mr. Krarr. No. 

Senator McCietian. That is not a general practice for you to give 
out information if somebody called there about a loan and you go ‘into 
details about the difficulties with it, is it? 

Mr. Krarr. No. The phone call only lasted a few minutes. 

Senator McCietian. The point I am making, except for the ae 
that Young had once been with the RFC, and just simply said, “ 
represent a committee or the committee is interested in it,” and + 
not knowing what committee it was that he was referring to, would 
not be very satisfactory assurance to you that the man had any right 
to inquire about this loan. 

Now, what I am trying to get in the record here is what was it in the 
conversation or in your past acquaintance with Merle Young that 

caused you to think, without knowing what committee he refer red to, 
that he was entitled to the information that you gave him ¢ 

Mr. Krarr. Well, the information I gave him—this might be a little 
elaborated here—the information I gave him was merely the fact that 
the application was in Washington, and there was a lot of problems 
that the company had to meet. I didn’t disclose any problems that 
they had to meet. I merely in general terms told him they had a lot 
of problems they would have to overcome. 

Senator McCietian. All I am trying to do is to get some kind of 
picture of just what happened, what went through your mind at the 
time; why you would be talking to somebody, giving out that infor- 
mation, without satisfying yourself they were entitled to the informa- 
tion that they sought. 

Mr. Krart. I really did not give out any information to speak of. 
I told them to see Rochelle in Washington or call him. He had the 
application and he could give him all the current information. 

Senator McCietian. That is why I wanted to get the record clear. 

Mr. Krart. Yes. 

Senator McCietian. It just simply occurred to you that if he 
wanted information and was entitled to it 

Mr. Krarr. He did not ask anything about the application. He 
merely wanted to know the current status of it. 

Senator McCietxian. Well, I say since the application had already 
been forwarded there it was no longer under the jurisdiction of your 
office. 

Mr. Krarr. That is right. 

Senator McCrie.tian. You simply referred him here to the Wash- 
ington office primarily. 

Mr. Krart. Yes, sir. 

Senator McCietxian. And you did not feel it necessary to go into 
the inquiry as to the source of his authority ? 

Mr. Krarr. I did not disclose anything about the application to 
Mr. Young. 

Senator McCieiian. Well, I wanted to get that clear in the record 
because it looked like you were pust promiscuously giving out in- 
formation. 

Mr. Krarr. No; that is wrong if that is inferred. 
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Senator McCuietian. I did not want to leave the record that way. 
Mr. Krarr. Yes. 

Senator Munptr. What you said is very interesting and sheds a lot 
of additional light. What I understand you to be telling us so far 
as you know at the time Mr. Young called you, he was still with the 
RFC. 

Mr. Krarr. I wasn’t certain, I think; he may have been or may 
not have been. I may have seen in the paper that he may have been 
with Lustron. 

Senator Munpr. You had no knowledge at that time that he had 
severed his relationship with the RFC; you had no knowledge he was 
no longer with them ? 

Mr. Krarr. That is right. 

Senator Munpr. And you gave him but very general information 
and referred him to Mr. Rochelle? 

Mr. Krarr. Yes. 

Senator Munpr. Then I would like to refresh your memory with 
what you wrote in the memorandum immediately after the phone call. 
What was the date of the phone call? 

Mr. Fianacan. I think probably the same day. 

Mr. Krarr. I think probably the same day, the 29th. 

Senator Munpr. You wrote the memorandum, and then you said— 
this is to Mr. Alexander— 

Mr. Young, as you will recall, was an examiner in the Airlines Division of the 
Corporation prior to his association with the Lustron Corp. 

I endeavored to explain to Mr. Young the many ramifications involved in this 
application and the requirements the company would have to meet in order to 
obtain financing from this Corporation. 

Have you ever worked for a bank, Mr. Kraft ? 

Mr. Krarr. Yes. 

Senator Munpr. Is that the way you treat your customers then ? 

Senator Nixon. Did you ever disclose—— 

Senator Munpr. You went around and told the neighborhood about 

what their individual situation was, and anybody who called up and 

said, “I belong to the committee”—it might be the PTA or the Com- 
mittee on Better Gardens and Better Homes—and went on and told 
them their requirements and financial considerations that they would 
have to meet 

Mr. Krarr. No. 

Senator Munpr. That is what you were doing here. 

Mr. Krarr. I didn’t give him anything. AsI say, this memorandum 
was, perhaps, a little elaborated. 

Senator Munpr. You wrote it. I mean, I am not putting words in 
your mouth. That is what you wrote. 

Mr. Krarr. That is right. I mentioned to him 

Senator Munpr. You wrote a memorandum and said: 








I explained the situation to him very thoroughly. I disclosed the many 
ramifications, and I told him the requirements the company would have to 
meet to obtain finances from this corporation. 


If that is not lush information for some potential competitor, then 
I do not understand it. 


Did you assume he was working for both Lustron and RFC at the 
same time? 
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Mr. Krarr. I wouldn’t know; he may have been. I didn’t know 
he was released from the RFC 

Senator Munpr. He could have been working in both capacities ¢ 

Mr. Krarr. It could have been because Lustron was part of the RFC 
more or less. [ Laughter. | 

Senator Munpr. The word is more, not less. [ Laughter. | 

But I was wondering why you used the word “was” and the word 
“prior” if you thought he was connected with the RFC. I would think 
you would not say “was. 

Mr. Krarr. I didn’t know. 

Senator Munpr. Then you go on to say in your memorandum of the 
day you had the phone call, after you explained the situation to him 
thoroughly—if you explained it to him thoroughly that sounds a good 
deal to me more than saying that you told Mr. McClellan you simply 
referred him to Rochelle. 

Mr. Krarr. I didn’t disclose anything about the application to him. 

Senator Nixon. In fact, if you will permit me, you also said: 

Mr. Krarr. That is wrong then; I will say that is wrong. I did tell 
him they had a collateral problem, they had an earnings problem and 
a management problem, and then told him to contact Mr. Rochelle. 

Senator Munpr. Well, your memorandum i is wrong, or your testi- 
mony is, I do not know which. 

Mr. Krarr. It is wrong, I will agree with you. 

Senator Munpr. Yes. 

Senator Nixon. Just so that we can clear it up, in other words, just 
for the information of all concerned, if anybody would want some 
information about a loan anytime that you would be in the office, all 
that would be necessary would be for us to call and say, “My name is 
so-and-so, and I am with a committee,” and you would give out the 
information ? 

Mr. Krarr. No. 

Senator Nixon. You changed that procedure now ? 

Mr. Krarr. No; the procedure was never changed. We never give 
out any information. ‘This happened to be Mr. Merl Young, who was 
in our Washington office. I mean it was not an outsider. An outsider 
we don’t generally give any information to unless he has got a, perhaps, 
letter or something from the applicant. We would have some evidence. 

Mr. Fianacan. To elaborate on that point for just a minute, do you 
mean to leave the impression that you would treat ex-RFC employees 
differently than you would treat any other citizens? 

Mr. Krarr. I didn’t necessarily know he was an ex-RFC employee. 

Mr. Franacan. In other words, you did not know whether or not 
he was in the RFC or out ? 

Mr. Krarr. That is right. 

Mr. Fuanacan. Referring further to this—go ahead, Senator. 

Senator McCrietitan. What I was trying to do a little while ago 
was to ascertain whether at the time you indulged i in the assumption 
that he was with the RFC and was entitled to the information, and 
that you acted accordingly. Now, you take a position that you did 
not know, and your memorandum shows you went into detail about it. 
and I thought possibly as an employee and not knowing he had seve1 sg 
his connections you would just assume he was still w ith the C orpori 
tion and was entitled to the information. 
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Now, obviously what I was driving at was certainly if that was the 
practice, that anybody called down there and just said that he repre- 
sented a committee, you must have assumed then that he was repre- 
senting the Democratic National Committee, and, therefore, gave him 
the information for that reason. If it is your practice not to give out 
information unless you think it is somebody entitled to it—— 

Mr. Krarr. Well, it is our practice not to give out information. 

Senator McCueLttan. What did you assume at the time? You say 
you do not know. What did you assume; what assumptions, what 
thoughts did you act upon? 

Mr. Krarr. Well, probably that he was still 

Senator McCien.an. Not probably. You know. 

Mr. Krarr (continuing). RFC; I don’t 

Senator McCietian. Not probably.. What were you thinking of at 
the time; upon what did you base your actions at the time thinking 
it was all right and proper? 

Mr. Krarr. Well, I didn’t know he had severed any connections 
with the RFC. 

Senator McCietian. I know you keep saying you don’t know. 

Senator Nixon. In that connection, if you: will yield at that point, 
Senator, let me read your memorandum to you. 

Mr. Krarr. Certainly. 

Senator Nixon. “I asked Mr. Young his connection with this in- 

uiry”—which, incidentally, it would seem to me would be good prac- 
tice, and reading further—“and he advised me that the committee in 
Washington’ _the “committee” is in caps—“is making inquiry in be- 
half of the applicant and it was his desire to learn something about the 
application in general. I endeavored to explain to Mr. Young the 
many ramific ations involved,” and so forth. 

Now, as I understand your answer to the question, when he said the 
word “committee,” that was the magic word that allowed you to give 
all the information about the loan that you did give him. You “did 
not even know what committee it was. 

Mr. Krart. No; I didn’t. 

Senator Nixon. You made no assumption one way or the other? 

Mr. Krart. No; I didn’t. 

Senator Nixon. Did you assume it was the Small Business Com- 
mittee, the LaFollette Committee, the Un-American Activities Com- 
mittee ? 

Mr. Krarr. No; I didn’t. 

Senator Nixon. You did not care. 

Mr. Krarr. No; I didn’t care. 

Senator Munpr. Just so he was in the committee. If he had not been 
with the committee you would not have told him a thing. 

Senator Nixon. One other thing. You sent this memorandum, I 
note, to Mr. Alexander, to Mr. Bass, Mr. Grosswiler, and Mr. Dicken- 
horst ; all four of them, ‘right; ; is that correct ? 

Mr. Krarr. Yes, sir. 

Senator Nrxon. Who are those individuals? Mr. Alexander is your 
immediate superior ? 

Mr. Krarr. Yes. 

Senator Nrxon. Who is Mr. Bass? 

Mr. Krarr. The others; Mr. Bass, I think at that time, was Chief of 
the Loans Division. 
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Senator Nrxon. Mr. Grosswiler? 

Mr. Krarr. He was in the Loans Division. 

Senator Nixon. In the Loans Division? Mr. Dickenhorst ? 

Mr. Krarr. He was Chief of the Loans Administration Division. 

Senator Nixon. You considered this just a routine inquiry? 

Mr. Krarr. That is right. 

Senator Nrxon. About the loan ? 

Mr. Krarr. That is right. 

Senator Nixon. That is why you sent it to these four individuals? 

Mr. Krart. That is right. 

Senator Nrxon. Because it was just routine? 

Mr. Krarr. Because it is customary, they send a memorandum 
around when they have one for the files. 

Senator Horry. Proceed, Mr..Flanagan. 

Mr. Fuanacan. Did you discuss that memorandum personally at 
that time or around that time with your boss, Mr. Alexander? 

Mr. Krarr. No. 

Mr. Fianacan. You never discussed it with him? 

Mr. Krarr. No. 

Mr. Fuanacan. I notice in that memorandum that you state you told 
Mr. Young the case was being handled by Bill Rochelle, an examiner 
in Washington. 

Mr. Krart. Yes. 

Mr. Fuanacan. How did you know at that time it was being handled 
by Rochelle? 

Mr. Krarr. I think Mr. Alexander mentioned it one day to me. 

Mr. Fuanacan. He said that the case was being handled by Ro- 
chelle? 

Mr. Krarr. Yes. 

Mr. FLranacan. Did Mr. Finnegan ever contact you in connection 
with this loan? 

Mr. Krarr. No; he never contacted me. 

Mr. FLanaGan. Did you ever see Mr. Finnegan in the office? 

Mr. Krarr. Yes, sir. 

Mr. Firanacan. Who was he contacting? 

Mr. Krarr. Mr. Alexander. 

Mr. Fiuanacan. Do you have any record, office record, of the number 
of calls made in that office by Mr. Finnegan ? 

Mr. Krarr. Mr. Alexander has. 

Mr. Fuanacan. Or made by Mr. Alexander to Mr. Finnegan? 

Mr. Krarr. Yes; Mr. Alexander has those. 

Mr. Fuanacan. Will you give us the dates of those calls? 

Mr. Krarr. I don’t have it. 

Mr. FuanaGan. You do not have it? 

Mr. Krart. No. 

Mr. Fianacan. But you know that Finnegan was in the office? 

Mr. Krarr. That is right. 

Mr. Franacan. Did you ever discuss with Mr. Alexander or any. 

other official of your office Mr. Finnegan’s association with this loan? 

Mr. Krarr. I think he was some stockholder or something. 

Mr. Fianacan. Pardon? 

Mr. Krarr. I think he had a small amount of stock in this. The 
only time I knew Mr. Finnegan—I met him after the loan was ap- 
proved; that is the first time I met Mr. Finnegan, and that was at the 
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time when we discussed the terms and conditions of the resolution 
approving the loan. 

Mr. Fuanacan. Was that the $80,000 or the $565,000 ? 

Mr. Krarr. That was the $565,000 loan. 

Mr. Fuanacan. Where did you meet Mr. Finnegan on that occasion ? 

Mr. Krart. He came into the office with Mr. Blauner and Mr. Stan- 
hope. : ; 

Mr. Fuanacan. That was some time probably after November of 
1949 ¢ 

Mr. Krart. Yes. 

Mr. Fuanacan. At that time you had a discussion with Mr. Finne- 

gan concerning the loan terms? 

Mr. Krarr. Ww ell, it was a general discussion. There were 8 or 10 of 
us in the meeting. 

Mr. Fuanacan. Who was there representing the company, other 
than Mr. Finnegan and Mr. Blauner? 

Mr. Krarr. Mr. Stanhope. 

Mr. Fuanacan. Mr. Stanhope was also there ? 

Mr. Krarr. Yes. 

Mr. Fuanacan. At that time did ate. Finnegan indicate in any 
way his association with the corporation ? 

Mr. Krarr. No; he didn’t. 

Mr. FianaGan. Then you did not know whether he was a stock- 
holder, an attorney, or merely a friend ¢ 

Mr. Krarr. I think somebody mentioned, I believe, he was a stock- 
holder; I didn’t know. 

Mr. Fianacan. Did you know at that time he was internal-revenue 
collector in St. Louis? 

Mr. Krarr. Yes. 

Mr. Fuanagan. Have you ever received any gifts or gratuities of 
any kind from any offici: al of the American Lithofold Co., either di- 
rectly or indirectly ? 

Mr. Krarr. Well, I had an occasion—rather an incident I will tell 
you about. I at one time was talking to Mr. Blauner in the office. 
[ was going on vacation, and I told him I was going fishing up in 
Minnesota, ‘and he said he would like to take a rest for a few days and 
wanted to know whether he could not go fishing with me. 

“Well,” I said, “I have reservations. “Te annot get any more reserva- 
tions.” and he said. “Maybe I can get a reservation for a week,” he 
said, “Would you go?” 

I said, “I will go.’ 

So I spoke to Mrs. Kraft, and 

Mr. FuanaGan. You spoke to whom? 

Mr. Krarr. Mrs. Kraft, and she said it was all right. So, we went 
out and went up to Wisconsin, spent 5 days, and at the conclusion 
of that visit, why, I wanted to pay Mr. Blauner my part of it, and 
he said “No: it is already paid,” and wouldn’t leave me pay. I 
didn’t want to be oblig: ited to my borrower; so Mrs. Kraft and I 
decided to send him something. ‘We sent Mr. and Mrs. Blauner a 
gift which I thought compensated them for the visit. 

Mr. FLANAGAN. “What was the gift you sent them? 

Mr. Krarr. The gift was ceramics that Mrs. Kraft made, handmade 
ceramics, very expensive. We sent them to Mr. and Mrs. Blauner. 
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; Mr. FLranaGan. What did you consider the value of the ceramics to 
re ¢ 

Mr. Krart. I would say about $200, $250. 

Mr. Fianacan. When did you send these ceramics to Mr. Blauner? 

Mr. Krarr. Subsequent to the visit. 

Mr. Fianacan. How long after? 

Mr. Krarr. A period of time as she made them: It took a little 
while to make some of these things. 

Mr. Fuanacan, When was it that you went up to Wisconsin with 
Mr. Blauner ? 

Mr. Krarr. I think it was in August; August 15, I believe. 

Mr. Fianagan. Of 1949? 

Mr. Krarr. Yes. 

Mr. Firanacan. Who was up at this camp other than your wife and 
yourself and Mr. Blauner? 

Mr. Krarr. Mr. Blauner’s wife and grandchild, and my two 
children. 

Mr. Fuanagan. Any other officials of the firm ? 

Mr. Krarr. No; none at all. 

Mr. Fuanacan. I have here a bill from Koerner’s Resort on Spider 
Lake in Manitowish, Wis., which indicates that Mr. and Mrs. O. R. 
Kraft and 2 sons were at that resort for 5 days, enpecenly the 

15th, 16th, ith, 18th, 19th, 20th, and 21st—more than | 

Mr. Krarr. No; it was 5 days. 

Mr. Fuanacan. What? 

Mr. Krarr. It was 5 days. 

Mr. Fianacan. And that the total bill was $272, and this was paid 
and found in the files of the American Lithofold Corp. 

Mr. Krarr. Yes. 

(The document referred to was marked “Exhibit No. 3” and may be 
found in the appendix on p. 1191.) 

Mr. Fuanacan. Now at that time it is true that the American Litho- 
fold loan was pending in Washington; was it not ? 

Mr. Krarr. That is right. 

Mr. Franacan. Just to keep the record entirely straight, it is also 
true that you, in the course of your work, had declined American 
Lithofold loans each time in your office as they came up. 

Mr. Krarr. That is right. 

Mr. FLanaGan. You never approved those loans? 

Mr. Krarr. No; I did not. 

Mr. Franacan. Did you receive any other gifts or gratuities from 
that corporation, either directly or indirectly ? 

Mr. Krarr. No. In fact, I would not have gone with him on a fish- 
ing trip had I known I was going to be a guest. There was no inten- 
tion of going as a guest. 

Mr. FLuanacan. You felt at the time you went you were going on 
your own! 

Mr. Krarr. On my own, absolutely. 

Mr. Firanacan. How long prior to August of 1949 had you known 
Blauner ? 

Mr. Krarr. Since the application or the loan was transferred from 
New York. I think that was in either late 1946 or early 1947. 

Mr. Franacan. And you felt on friendly enough terms with him to 
want to spend a 5-day vacation with him and his family ? 
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Mr. Krarr. That is right. He merely wanted the rest, and I will 
say this for the record that we never discussed business while we were 
on that fishing trip. 

Mr. Fuanacan. He never once discussed the loans on the whole trip / 

Mr. Krarr. He never once discussed, absolutely. 

Mr. Fuanacan. To your knowledge, did any other employee of 
your office ever receive any gift of gratuity of any kind, either directly 
or indirectly, from any official of the c orporation ? 

Mr. Krarr. Not to my knowledge. 

Mr. Fianacan. This was the only instance you know of 

Mr. Krarr. That is right. 

Senator Horny. Mr. Kraft, do you recall whether this trip was made 
before or after the loan was rejected ¢ 

Mr. Krarr. It was after. 

Senator Hory. You had already heard the matter and rejected the 
loan ¢ 

Mr. Krarr. Yes, sir. 

Senator Hory. And it had been sent to Washington / 

Mr. Krarr. Yes, sir. 

Senator Hory. Did this loan come back before you for consideration 
at any other time after that ? 

Mr. Krarr. No, sir. 

Senator Hory. It never did come back for consideration by you, by 
the office in St. Louis? 

Mr. Krarr. No, sir. 

Mr. Fianacan. It is a fact though—is it not, Mr. Kraft?—that 
after the loan was approved it was the responsibility of your office to 
service the loan and see that the conditions were carried out ? 

Mr. Krart. Yes, sir. 

Mr. FuranaGan. And you did administer that loan after you took 
this trip? 

Mr. Krarr. Yes, sir. 

Senator Nrxon. Mr. Kraft, the situation with regard to the com- 
mittee connection and Mr. Young is rather interesting to all of us, 
I am sure, and I would like to ask you this question. During your 
period of service with the RFC, you have testified already, Mr. Young 
did not call you on any other occasion 

Mr. Krarr. That is right. 

Senator Nrxon (continuing). In regard to a loan. 

Did anybody else from the Democratic National Committee ever 
call you on any occasion in regard to any loan / 

Mr. Krarr. No, sir; nobody. 

Senator Nixon. Did anybody ever call you from any other com- 
mittee in Washington in regard to any loan ? 

Mr. Krart. No, sir. 

Senator Nrxon. On any occasion ? 

Mr. Krarr. No, sir. 

Senator Nrxon. You never received a call from a representative 
of the Small Business Committee, for example? 

Mr. Krart. No, sir. 

Senator Nixon. On any matter? 

Mr. Krarr. No, sir. 

Senator Nixon. This was the only occasion ? 

Mr. Krarr. Yes, sir. 
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Senator Nixon. On which a call was made from Washington which 
you took 

Mr. Krarr. That is right. 

Senator Nixon (continuing). In which reference was made to a 
committee ? 

Mr. Krarr. That is right. 

Senator Nixon. And yet you still just assumed that it was a 
routine call even though you had never received any committee 
calls previously ¢ 

Mr. Krarr. Yes. I didn’t know what it was. 

Senator Hory. Any further questions? 

Senator MoCieiian. May I ask a question ? 

Senator Hory. Senator McClellan. 

Senator McCietiayn. Is it not a fact that when he referred to the 
committee you knew he meant and was representing the Democratic 
National Committee, ‘“% didn’t you so govern yourself ? 

Mr. Krarr. No; no, I didn’t—— 

Senator McCietxan. Did you not believe at the time that he was 
telling you, and he implied to you, and you accepted such an 
implication when he referred to the committee that he meant the 
Democratic National Committee? 

Mr. Krarr. I didn’t know what he meant. I will be truthful. 

Senator McCretian. I did not ask you that. Did it not impress 
you at the time what he meant and was referring to, and did you 
not so accept it, and were you not governed accordingly ? Answer 
that directly “Yes” or “No.” You said you did not ‘know. I am 
asking you what you thought at the time. What impulse did you 
act on? 

Mr. Krarr. Well, I guess it could be the Demeratic; I didn’t 
know. 

Senator McoCietian. I ask you, What were your reactions to it? 
What did you assume? 

Mr. Krarr. Well, I guess it was the Democratic National Com- 
mittee. 

Senator McCietzan. You thought so at the time; did you not? 

Mr. Krarr. I suppose so. 

Senator McCietian. Yes. That is all. 

Senator Horry. Thank you, Mr. Kraft. 

Mr. Krarr. Thank you, sir. 

Senator Hory. You may be excused. 

The subcommittee examined Mr. Dunham and Mr. Hise yesterday 
afternoon. ‘This was done in executive session because of the condi- 
tion of their health. That evidence was released to the press this 
morning at 9:30. 

This afternoon at 2: 30 the subcommittee will meet again over in the 
Capitol, the same place as yesterday, and examine Mr. Dodds in execu- 
tive session for the same reason, and his testimony will be released 
in the morning. 

For the record, I am offering the report of G. W. Brodie, exam- 
iner; report of William J. Rochelle, examiner; report of H. J. 
Herrmann, examiner; and the report of R. M. Anderson, examiner, 
to be included in the record. 
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(The documents referred to were marked “Exhibits Nos. 4, 5, 6, and 
7.” Exhibits Nos. 4, 5, and 7 may be found in the appendix on pp. 
1191, 1196, and 1200. Exhibit No. 6 may be found in the files of the 
subcommittee. ) 

Senator Hory. The subcommittee will take a recess at this time 
until 10 o’clock in the morning, and the witnesses who have not been 
examined and who are under subpena will report back in the morn- 
ing at 10 o’clock. 

(Whereupon, at 12 noon, the hearing was recessed to reconvene at 
10 a. m. Saturday, September 15, 1951.) 


AFTERNOON SESSION 


The subcommittee met at 3 p. m. in the office of the Secretary of the 
Senate, United States Capitol Building, Senator Clyde R. Hoey (chair- 
man of the subcommittee) presiding. 

Present : Senator Clyde R. Hoey, of North Carolina; Senator John 
L. McClellan, of Arkansas; Senator Hubert H. Humphrey, of Min- 
nesota; Senator Thomas R. Underwood, of Kentucky; Senator Karl 
Ek. Mundt, of South Dakota; and Senator Richard M. Nixon, of 
California. 

Also present: E. C. Welsh, representing Mr. Symington; Francis 
D. Flanagan, chief counsel; Carmine S. Bellino, accounting con- 
sultant; and Ruth Young, clerk. 

Senator Hory. The committee will come to order. 

Mr. Dodds, will you stand up and hold up your right hand. 

Do you solemnly swear the testimony you give in this case shall be 
the truth, the whole truth, and nothing but the truth, so help you God ¢ 

Mr. Dopps. I do. 


TESTIMONY OF CHAUNCEY Y. DODDS, ASSISTANT TO DEPUTY 
ADMINISTRATOR, OFFICE OF LOANS, RECONSTRUCTION FINANCE 
CORPORATION 


Senator Horry. Mr. Dodds, will you give your name and address 
to the reporter, please / 

Mr. Dopps. Chauncey Y. Dodds. Do you want my home address? 

Senator Hory. Yes, please. 

Mr. Dopps. 2720 Wisconsin Avenue, Washington, D. C. 

Senator Hory. Mr. Dodds, how long have you been with the Recon- 
struction Finance Corporation / 

Mr. Dopps. About 18 years. 

Senator Hory. Eighteen years / 

Mr. Dopps. Yes, sir. 

Senator Hogy. In what position / 

Mr. Dopps. When I came to the Reconstruction Finance Corpora- 
tion, I held the position of Chief Examiner of the Drainage and Irri- 
gation Division, then became a member of the Review Committee, 
and then Chief of the Small Business Division, then manager of the 
Office of Loans, and more recently Assistant to the Deputy 
Administrator. 

Senator Hory. Yes. Now, Mr. Dodds, we are holding this executive 
session because the doctor has made a statement with reference to 
your health. Would you mind telling the reporter what the condition 
of your health is at this time. 
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Mr. Dopps. As I understand it, and I do not know the technical 
name for it, but it amounted to a stroke, a mild stroke, with a heart 
involvement, and between the two it created a condition from which 
I think I am recovering, I am sure I am, but that is about the gist of it. 

Senator Horry. And that is the reason why the doctor certified that 
he did not think it would be wise for you to appear in a public hear- 
ing ? 

Mr. Dopps. Yes, sir. 

Senator Horry. Now, will you state who it is that accompanies you, 
and you, sir, may come over and have a seat at the table. 

Senator McCLetian. Before you do that, will you state how long 
you have been off from work, or were off from work on account of your 
health ? 

Mr. Dopps. I believe, according to my recollection, that it occurred 
on June 20, when I had this mild stroke, and I was off from work about 
2 months. 

Senator Hory. Thank you. Now, sir, will you state your name? 

Mr. WetsH. My name is E. C. Welsh, and I am Assistant to the 
Administrator. 

Senator Horny. We are glad to have you present. 

Mr. Wetsn. Thank you very much, Senator. 

Senator Horny. Now, Senator McClellan, I am going to ask you to 
take charge, until I come back, please. 

Senator McCiertan. Yes, thank you. 

Senator Hory. Mr. Flanagan is familiar with the examination, so 
he can proceed with it. 

Senator McC.Letitan (presiding). Mr. Welsh, Mr. Dodds is your 
assistant; is that correct? 

Mr. We sn. No, sir. 

Senator McCie.ttan. Well, I misunderstood him a while ago. I 
thought that he said he worked for the assistant—— 

Mr. Wetsu. We have an Administrator and a Deputy Administra- 
tor in the Reconstruction Finance Corporation, under the new re- 
organization, and Tam the Administrator’s assistant, and he is 
Assistant to the Deputy Administrator. 

Senator McCietian. I get the connection now. All right, thank 
you. 

Counsel for the committee, Mr. Flanagan, will proceed with the 
examination of the witness. 

Mr. Fuanacan. Mr. Dodds, do you recollect any conversations that 
you had with various officials of the Reconstruction Finance Cor ‘pora- 
tion concerning a loan to the American Lithofold Corp., prior to 
January 26, 1949, when you prepared this memorandum which has 
previously been discussed in the record, and with which I am sure 
you are familiar? 

Mr. Dopps. Yes, sir. 

Mr. Fuanacan. Yes. 

Mr. Dopps. According to my recollection, Mr. Flanagan, I was 
requested by Mr. Willett, prior to that time, to make an examination 
of the case and let him know what I thought about it. 

To the best of my recollection I don’t recall any conversation with 
anybody else about it, or I had no particular conversation with him. 
It just amounted to about this, that he said, “I want you to get the 
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case” —or words to that effect—“I want you to get that case and look at 
this thing and let me know what you think about it.’ 

Mr. Firanacan. At that time, Mr. Dodds, what was your position 
in the Reconstruction Finance Corporation ¢ 

Mr. Dopps. I was at that time Chief of the Small Business Division. 

Mr. Fianacan. Was this loan, and by this loan I mean the loan 
to the American Lithofold Corp., at that time in the Small-Business 
Division ¢ 

Mr. Dopps. No, sir; it was not. 

Mr. Fuanacan. In what division was the loan being handled ? 

Mr. Dopps. In the Office of Loans. 

Mr. Fuanacan. Is there any reason that you could give the com- 
mittee as to why that loan was routed to you by Mr. Willett, rather 
than to some official in the Business Loan Division, where it was being 
handled at that time? 

Mr. Dopps. Mr. Willett made no explanation, as I recall it, as to 
why he wanted me to look at it. I don’t know, because I didn’t ask 
him why, but he did say about what I have told you, as I recall it, 
and I did take the case and I did look at it. 

Mr. Fuanacan. Was it the usual practice for any member of the 
Board of the Reconstruction Finance Corporation at that time to 
ask you to review a loan which actually was not being processed in 
your own section ? 

Mr. Dopps. It was not unusual, Mr. Flanagan, for me to be called 
upon to participate in discussions and take a look at loans, although 
they would not be processed in our division. 

Mr. Fuanacan. Could you give the committee some idea of how 
many loans, say, in the year preceding this or the 2 years preceding 
this, that you had been asked to advise on, which loans in fact had 
not been handled by your own division ? 

Mr. Dopps. No, sir; I don’t think I could. I participated in many 
conferences relative to loans and I was asked to look at those loans. 
It would be very difficult for me to make anything like an accurate 
statement as to how many there were. 

Mr. Firanacan. Do you have any idea why Mr. Willett would have 
asked for your opinion on this loan, knowing that it was not in your 
section? Would you care to venture an opinion as to why he might 
have done that? 

Mr. Dopps. Well, as I said, he did not offer any explanation. I did 
not ask him. I don’t know whether I should venture an opinion on 
that. If I did, it would be because of a feeling of confidence, I think, 
he had in my independent judgment on these matters. 

Mr. Fuanacan. In other words, you feel that he had confidence in 
your judgment, having been associated with you over a period 
vears ¢ 

Mr. Dovps. Yes; I think he did, and I think the other Directors did. 

Mr. FLranacan. Now, as I recollect your memorandum, you studied 
this loan from two points of view, one with a view of making a re- 
funding loan of approximately a half million dollars to this company, 
and the other with a view of making a working capital loan of, how 
much was that? 

Mr. Dopps. As I recall it, Mr. Flanagan, that is correct ; there were 
two propositions under consideration, or that had been under consid- 
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eration, one being a loan of $548,000, I believe it was, a loan as a re- 
funding proposition, and then a loan of $125,000 as an additional work- 
ing capital loan. 

Mr. Fuanacan. And in looking at your memorandum here now, 
which we will place in the record, I note that you recommended a 
refunding loan of $500,000 or, as an alternative, a working capital 
loan in the amount of $80,000. 

(The document referred to was marked “Exhibit No. 8” and may 
be found in the appendix on p. 1202.) 

Mr. Fianacan. Will you give us your answer, please / 

Mr. Dopps. Mr. Flanagan, if 1 may, I would like to point out here 
that I think my me smorandum offered the two plans as a basis for con- 
sideration, rather than an out-and-out recommendation. 

Now, I suggested a basis for consideration of the $500,000 loan as a 
package job, and a basis of consideration for $80,000 instead of 
$125,000 as an alternative. 

Mr. FuanaGan. In other words, the $80,000 recommendation was 
your second choice in the matter ¢ 

Mr. Dopps. 1 expressed a preference, yes, for the half-million-dollar 
refunding job, but I intended to offer, as a basis of consideration—— 

Mr. Fuanacan. Am I right in assuming that you did not consider 
this memorandum of January 26 as a recommendation, but rather as 
a discussion of the possibilities of what could be done under the cir- 
cumstances / 

Mr. Dopps. That is correct, sir. I did not go so far as to make a 
definite recommendation in which event terms and conditions to be 
imposed would have been spelled out and outlined more clearly. 
Rather, it was in the nature, or I intended it to be in the nature of a 
suggestion as a basis for consideration. 

Mr. Fuanacan. Why didn’t you make a recommendation concerning 
the loan ? 

Mr. Dopps. I did not’ feel called upon, at that point, Mr. Flan- 
agan, to make a recommendation. The Small Business Division was 
not actually, in a true sense, a processing division. It would have 
been all right if I wanted to make a recommendation, but I did not, 
and I did not intend it to be a recommendation. 

Mr. Franacan. After you had prepared this memorandum, did you 
then present it to Mr. Willett ? 

Mr. Dopps. Mr. Flanagan, I know what happened to it—I don't 
know whether I presented it to Mr. Willett or sent it to Mr. Howard 
directly—but I know I did finally send it to Mr. Howard, but I don’t 
recall whether I presented it to Mr. Willett or not, actually. It did go 
to Mr. Howard for processing in the Office of Loans in the usual 
manner. 

Mr. Franacan. After you had completed it / 

Mr. Dovps. After I had completed it, yes. 

Mr. Franacan. Do you now recollect any discussion that you had 
with Mr. Willett after you had prepared the memorandum concern- 
ing your suggestions ¢ 

Mr. Dopvps. No, sir. I don’t recall any discussion that I had with 
him atall. I might have had some; I don’t mean to say that I did not 
have, but I don’t recall having any discussion with him. 

Mr. Fiuanacan. This morning at the opening of the hearing we 
placed in the record a longhand report by Examiner Anderson, I 
believe it is R. M. Anderson; is it not? 
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Mr. Dopps. Yes, sir. 
Mr. Fuanacan. And it is a short two-page report considering the 
same propositions which you considered in your memor: andum of 


January 26, and Mr. Anderson declined on both proposals. 


Now, was Mr. Anderson at that time one of your subordinates / 

Mr. Dopps. Yes, sir: he was an examiner in the Small Business 
Division. 

I would like to point out what I think is maybe a little misconcep- 
tion of Mr. Anderson’s report. 

I asked Mr. Anderson, to the best of my recollection, to take a look 
at the $125,000 application for an additional working capital loan. 
His informal memorandum written to me in longhand, containing my 
initials being what they are, “C. Y.,” indicated that he could not 
see a loan of $125,000, and wound up with a collateral deficiency of 
85.000, 

don’t think Mr. Anderson considered the $548,000 proposal 
all. I think he was dealing only with the $125,000 proposal. 

Mr. Fuanacan. You may be correct. That exhibit is now in the 
hands of the reporters. and T do not have it to refresh my memory. 

Mr. Dovps. I think you will find that is correct. He dealt only 
with the $125,000 application, and he did not feel that we had col- 
lateral for it. It was a very informal little memorandum, written on 
a yellow seratch pad, and addressed to me as “C. Y.,” with these little 
notes on it. And on the basis of taking his analysis of the $125,000 
proposal into consideration, that was the basis on which I arrived at 
the $80,000 proposition. 

Mr. FLranaGan. Now, did you have Mr. Anderson prepare his report, 
his informal report, as you call it, after you had talked to Mr. Willett. 
and prior to the time you had prepared this memorandum of 
January 26 ¢ 

Mr. Dopps. To the best of my recollection it was after Mr. Willett 
asked me to take a look at it, and I am not certain of it, but prior to 
the time of my memorandum of the 26th. 

Mr. Fuanacan. Well, it should appear to be prior to your memoran- 
dum, because you would not be going to Anderson after you had 
prepared your memorandum / 

Mr. Dopps. I don’t think so, no. 

Mr. FuanaGan. It was more likely that he submitted his report to 
you prior to the writing of your memorandum / 

Mr. Dopps. That is possibly correct. 

Mr. FLuanaGan. That would be more logical, would it not ¢ 

Mr. Dopps. That would be more logical. 

Senator McCietian. Is it dated ? 

Mr. FLanaGan. His memorandum to the Board is undated. 

Senator McCLeLLan. It is undated / 

Mr. FuanaGan. Yes. 

Mr. Dopps. Well, of course, I cannot recollect, Mr. Flanagan, but 1 
think it would be a safe assumption that I had asked him to do it 
prior to that time. 

Mr. Fuanacan. Now, as you know from studying the file and from 
listening to the previous testimony in this case, after you had prepared 
this memorandum of January 6, some months later, Mr. Brodie, who 
is an examiner in the Business Loans Division, where this case was 
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being actually handled, also examined this case and prepared an ex- 
uminer’s report based on the same proposal on which you prepared 
your report on January 26? 

Mr. Dopps. That is correct. That would be the normal procedure, 
when my memorandum went down to Mr. Howard then it was, of 
course, passed on to Mr. Brodie, who was the examiner on the case, and 
it became a part of or was attached to his report which finally went 
in; yes, sir. 

Mr. Fianacan. Could you explain to the committee why they would 
have an examiner go over this same set of facts after you had alreadv 
made a study of the case and submitted your suggestions? 

Mr. Dovps. Well, if I understand your question 1 correctly, Mr. Flan- 
agan, I think that that would be the normal course of proc edure over 
there. 

As I said a while ago, the Small Business Division was not, in the 
true sense of the word, a processing division. Loans were processed 
in the Office of Loans. Brodie was the examiner who had the case. 
The Office of Loans prepared the report going to the Directors. 
T was merely asked to look at it and see what I thought about it. I 
borrowed the file and did so. 

Mr. Firanacan. Do you now recall any discussions that you might 
have had in this case with Mr. Toole of the American Lithofold Cory 2 

Mr. Dopps. Yes, sir; I do. After I got hold of the file, Mr. Toole 
came to my office. He was in several times. J am unable to recollect 
how many times. But I do know that he was in more than once, at 
which times we discussed the problems of the company, as you would 
with any applicant who came in. 

He was reputedly treasurer of the company, and we did on several 
occasions have discussions. 

Senator Munpr. By use of the word “reputedly,” you do not wish 
to imply that you had any doubt about that fact ? 

Mr. Dovps. No, sir; I don’t wish to imply the doubt, but I don’t 
want to take the responsibility that I knew that he actually was. 

Senator Munpr. He came to you with the representation that he 
was, and you had no reason to doubt it? 

Mr. Dopps. Well, maybe I should not have said it that way. He 
was listed as the treasurer. 

Senator Munpr. Thank you. 

Senator McCretian. May I also, for the record—I think it is in 
the record already—but may I also state for the record that Mr. Toole 
was a former employee of the Reconstruction Finance Corporation, 
and that he is personally known to you, I assume? 

Mr. Dopps. Senator, I did not know Mr. Toole. I might have known 
him, but I did not know him well enough when he was with the Re- 
construction Finance Corporation to have remembered him. 

Senator McCretxian. I see. 

Mr. Dopps. I was not associated with him directly. 

Senator McCuieiian. I thought that we ought to get that in the 
record. 

Mr. Dopps. Yes, and I did not know at that time that he had been; 
that is, I did not recollect, if I knew at that time, that he had been 
with the Reconstruction Finance Corporation. 

Senator McCretian. Then you did not deal with him or converse 
with him on the basis of being a former employee? 
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Mr. Dopps. No, sir; no, sir; no, I did not. 

Senator McCrenian. That is all right. You may proceed. I 
thought that that would fit in at that point. 

Mr. Franacan. You have been present for the last 2 days at the 
public hearings; have you not? 

Mr. Dopps. ¥ was not present this morning. 

Mr. Fianacan. But you were present yesterday 

Mr. Dovps. I was present yesterday morning. 

Mr. Franacan. You may recall this language in Mr. Toole’s diary 
on January 19, where he said, and I am re: ading from the diary: 

Charlie Griffin phoned me collect from RFC in Washington this morning and 
said he finally got “through” to Chauncey Dodds to inquire about our loan. 

Senator Munpr. At this point let.us identify who Charlie Griffin is. 
Who is he? 

Mr. Dopps. Charlie Griffin is now Chief of the Business Loans 
Division. 

Senator Munpr. What was his position at that time? 

Mr. Dopps. At that time, I believe, his title was Chief of the Sec- 
tion. I am unable to recall just exactly how he was designated, but 
he was Chief of the Section dealing with banks on preferred stocks 
and debentures. 

Senator Munpr. He would be dealing with a case of this kind? 

Mr. Dopps. No; not in his ordinary course of duties. He would not 
be dealing with a case of this kind; he would be dealing with bank 
cases. 

Senator Munpr. Did he have pretty close contact with what the 
Board of Directors were doing? Would he know what was going on? 

Mr. Dopps. I am sorry. I did not hear you. 

Senator Munpr. Would he have pretty close contact with what the 

soard was doing? 

Mr. Dopps. Not necessarily so. He attended Board meetings. 

Senator Munpr. He attended Board meetings? 

Mr. Dopps. He attended Board meetings, but he would not neces- 
sarily have close contact with them. 

Senator Munpr. I know that he did not vote and so forth, but I 
wondered if he did attend Board meetings, and if he had contact with 
the directors. 

Mr. Dopps. Oh, he had contact with the directors; yes, sir. 

Senator Munpr. Go ahead, I just wanted to get him identified. 

Mr. Fuanacan. Reading further from this diary on that date of 
January 19: 

Dodds’ confidential report on it was: “If this loan is made, it will be solely 
because the Directors want to make it—there is nothing in the docket to recom- 
mend it or support a recommendation.” Furthermore he added: “This com- 
pany is not entitled to any further loans, even the Blauners, who own it can’t 
or don’t pay their own taxes.” 

Now, do you have any recollection of having had such a conversa- 
tion with Mr. Griffin, who reportedly passed this information on to 
Mr. Toole? 

Mr. Dopps. No, sir; I don’t. I don't have any recollection of talking 
to Mr. Griffin about the loan at all. Now, I won't say that I did not 
talk to him. I may have talked to him. 

Senator Munpr. You were talking with him in that stage about 
various matters; that is, you knew him? 
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Mr. Dopps. I knew him; I knew him well. I was seeing him often, 
and it is perfectly possible that I talked to Mr. Griffin. 

Senator Munpr. You see, the Toole diary suggests that Griffin had 
no knowledge of the loan. particularly, but, being a contract in the 
Reconstruction Finance Corporation, that they had gone to him and 
said, “Can you inquire about the status of the loan?” 

Senator McCrievian. Let us clarify one thing at this point. Is 
this conversation with Mr. Griffin reputedly before or after the menio- 
randum ? 

Mr. Frianacan. Before; it is January 19, which would make 
before. 

Senator McCiettan. Yes. Mr. Dodds, this is an alleged con- 
versation that occurred prior to the time the case was handed to you 
for special examination ? 

Mr. Dopps. As Mr. Flanagan said, it was before the time of my 
memorandum. Now, I am unable to recall the exact date when it wis 
handed to me, but I know it was along in the middle of January some- 
time. 

Mr. FranaGcan. Well, we can take this for what it is worth, and this 
is another entry from Mr. Toole’s diary, dated January 17, where 
he says this: 

Today I called Pete Herman at the RFC in Washington, and he said Chauncey 
Dodds had taken, or—perhaps properly speaking—had borrowed the file in our 
loan application and he didn’t know what would happen after that. 

Senator Munpr. That is about what he said about the middle of 
January. 

Mr. Franacan. That would indicate that Mr. Dodds had been as- 
signed by Mr. Willett. 

Mr. Dopps. It would indicate that. 

Senator Munpr. I think your earlier statement was that vou got it 
about the middle of January ? 

Mr. Dopps. I think that was my earlier statement. 

Mr. Munpr. But you cannot remember the exact date back that far? 

Mr. Dopps. I just cannot recall, but my recollection is that it was 
about the middle of January. 

Senator Munpr. This conversation taking place over 2 years ago, 
naturally, in quotation marks, you are not going to remember whether 
those were your exact words or not, or whether you had that con- 
versation. Your testimony is that you have no recollection of that 
exact conversation, but it is possible that you had it with Mr. Griffin / 

Mr. Dopps. It is possible, yes, sir: but I have no recollection of 
having any conversation with Mr. Griffin. 

Senator Munpr. I presume that you had an awful lot of other con 
versations 214 years ago that you don’t remember in terms of quota- 
tion marks? 

Mr. Dopps. That is right. 

Mr. FLuanacan. Can you now recollect whether or not you were, at 
the time, of the opinion that if the loan were made it would be made 
solely because the Directors wanted to make it’ 

Mr. Dopps. That depends on what we mean by saying that the 
Directors would want to make it. Of course, the Directors would 
make the loan. Nobody else had authority to make loans. I might 
have said something like that. It is perfectly possible, Mr. Flanagan, 
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that I did say something like that ; but, if I did, what T meant by it, I 
don't know. I don’t have any recollection of any such conversation. 

Mr. Franacan. I don’t want to belabor this point, but Mr. Griffin 
was with the Reconstruction Fiance Corporation, and Mr. Toole had 
been in the Reconstruction Finance Corporation, and all of you knew, 
in the final analysis, that the Board had to make every loan. 

Mr. Dopps. That is right. 

Mr. Fianacan. Is it possible that you were indicating at this time 
in January 1949 that regardless of what all the examiners thought 
about this case, or what the lower officials in the Reconstruction Fi- 
nance Corporation thought about it, the Board would have to make 
the decision, and if they made it, it would be their responsibility and 
their decision, afd not based upon any recommendations from the 
field or from their lower officials? 

Mr. Dopps. Mr. Flanagan, I would, without knowing what the 
situation was and being unable to recollect anything about it—this 
would be a fair assumption from my standpoint and would sound more 
like me; that does not sound like me, the way I would put a thing— 
but it is perfectly possible that at that time, if such a conversation 
occurred, I felt it was such a border-line case that I didn’t know what 
they would do, and that we would just have to wait and see, and maybe 
I had not gone far enough in my analysis to determine what I was 
going to suggest, if anything. 

Senator Munpr. Do you recall anything you might have had in 
mind at that time which would give credence to the concept that the 
company was not entitled to further loans, because the Blauners either 
could not or would not pay their taxes? 

Mr. Dopps. No, sir; I don’t. I did have at that time this thought 
in mind: That I was conscious of the fact that there were several prob- 
lems involved in this case; and, bear in mind, I was trying to find 
2 sound basis to work out a difficult situation, if I could. That 
was my own conception of my job. 

Now, there were some problems in there. There were some cor- 
rections that had to be made, the salary and commission business, and 
maybe the taxes entered into it, although I don’t recall the taxes. I 
would be unable to say now what the tax situation was. But, because 
of those things, I would not know whether something could have been 
worked out at that time. That is possible. 

Senator McCietLan. Well, could you have had in mind in one of 
those cases, after you had examined it, even though you had submitted 
what you call suggestions rather than recommendations, it is still a 
case that if a loan was made the directors just simply would have to 
want to make it in order to help somebody out, and to take a chance 
on getting rehabilitated, and so forth? 

Mr. Dopps, Yes, sir. 

Senator McCLe..an. I can well assume that many loans have been 
made on that basis. It would not be sound banking, but just where 
the circumstances warrented it the Corporation and the Board of Di- 
rectors would take a chance in the hope that they could pull an op- 
erating company out of the hole and keep it alive and resuscitate it, 
so to speak, 

Mr. Dopps. I think that is a correct statement. Of course, there are 
a great many troublesome cases that come along. The responsibility 
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for doing what you have said, and taking that business risk, after 
knowing the facts both ways about a case, must be and should 
be, I think, taken by the Board of Directors. The responsibility lies 
in them. We are fact finders and we undertake to exercise independ- 
ent judgment. It is all bound up in the same thing. It is the re- 
sponsibility of the Directors. 

Senator McCietxian. In other words, let me put it another way, 
on the basis of their past operations, and the then existing condition 
of the company with respect to the salaries they were paying, and 
someone has used the term “milking the corporation,” those who were 
officers, and the employees, the high employees, on that basis they did 
not deserve a loan, if they were going to continue that sort of opera- 
tion, and the question is whether the directors would want to take a 
chance on loaning them money and insisting that they correct a lot of 
those things in order to make it a safer loan ? 

Mr. Dopps. That is correct. 

Senator McCieitan. The directors could say, “We don’t have any- 
thing to do or won’t have anything to do with a company operated 
that way,” and again they could take the position to work out some- 
thing that would justify them for trying to keep these folks in busi- 
ness. 

They had, as I recall, some three or four hundred employees at 
the time, and I don’t know, but I have had cases myself of constituents 
where, if they did it, obviously it was just a case of taking a chance 
to try to help the community and to try to keep employment going, 
and things like that. 

I think a good many loans were made somewhat on that basis. 

Mr. Dopps. I think that is correct, sir. On this particular case, the 
basis I suggested for consideration was this, it was my feeling that we 
had a reasonable collateral base for it. Now, there were things the 
directors had to determine whether or not they wanted to take the 
responsibility for making such a loan. 

Senator McCLetian. Let me ask you another thing, in cases of that 
kind similar to this, was it the policy, or at times the practice of the 
Board and of the Reconstruction Finance Corporation to take one of 
these difficult cases, one of these borderline cases, you might say, and 
first reject the application, then maybe reject it again, and then be 
assigned possibly to you to review it and make suggestions or recom- 
mendations as to how the thing might be approached and worked out 
on a sound basis? 

Mr. Dopps. That is correct, sir, yes, sir, many loans were turned 
down in the first instance on the basis submitted by the applicant 
and then, as you have said, brought back and reconsidered and an- 
other basis worked out for a loan. 

Senator McCievitan. Let me make one other observation in that 
connection, that general practice may or may not be subject to criticism, 
I would say, unless it was overindulged in, in view of the fact for what 
the functions of the Reconstruction Finance Corporation really are, 
or were at that time, and it probably doesn’t warrant serious con- 
demnation or criticism, but the point is that I am particularly con- 
cerned about whether the Reconstruction Finance Corporation was 
induced to take a case that was as difficult as this and go back and try 
to work out something, maybe, whether sound or not sound, simply 
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to indicate to the Board or to give the Board a memorandum or a re- 
port or rec commendation from the processors that would sort of enable 
it to grant it and give it some basis for granting it? In other words, 
to get something in the file there that would sustain their action in 
eranting it, and whether that was influenced by political pressure or 
by favoritism or something else that stemmed from a motive other 
than to perform a function, being as lenient and liberal as you could 
perform a function for which the Reconstruction Finance Corpora- 
tion was actually set up and intended to perform. 

The question is, when you go back to those things, where you re- 
consider, and so forth, was it done on the basis of any coercion or 
any pressure, or simply in good faith to take the facts and to develop 
other facts that might warrant or justify you in reconsidering ap- 
proaching it on a different basis and getting a different result from 
that applied for, but yet one that might be satisfactory. 

Mr. Dopps. Senator, I think you are right, and I wish to say, if 1 
may, that I was asked to look at this case, I think with that very 
thing in mind, that they wanted my opinion on it, “Is there any basis 
here upon which a reasonably sound loan could be made?” That is 
the viewpoint with which I looked at the case. So far as I was con- 
cerned, there was no awareness on my part of any coercion or pressure 
of any kind. I just took it and did the best job I could on the subject. 

Senator McCietian. Board Member Willett assigned it to you? 

Mr. Dopps. Well, he did not exactly assign it to me. 

Senator McCietian. How did you come into possession of it ? 

Mr. Dopps. Mr. Willett asked me to take the case and look at it. 

Senator McCLetian. He gave you the assignment, insofar as what- 
ever you did do? 

Mr. Dopps. That is right, that is correct, sir. 

Senator McCietitan. How many times had it been turned down at 
the time this was turned over to you ? 

Mr. Dopps. Well, Senator, it is in your record— 

FLanaGan. At that point I think the record should show, 
Senator, that at that time, which was on or about the 17th of January, 
the case had been turned down at all levels in the agency, that is, in 
the St. Louis office, and had been turned down by an examiner in the 
Washington office, and had been automatically declined by the Board 
of Directors on January 16. 

Senator McCrietian. I am talking about with respect to the number 
of times the Board of Directors had considered it. 

Mr. Firanacan. One, but they had considered a different loan. They 
had considered only a five-hundred-thousand-dollar-odd refunding 
loan. Now, the day after the Board met, or shortly thereafter, Mr. 
Willett apparently talked to Mr. Dodds and said, “Now, the American 
Lithofold Corp. has a new proposition. If they cannot get the five- 
hundred-thousand-dollar-odd refunding loan, they would like a small 
working-capital loan.” 

Senator McCreiian. That was $125,000 ? 

Mr. FLanacan. So Mr. Dodds, as the record today shows, considered 
it from both aspects, from not only a large ae loan, but as an 
alternative a small working-capital loan. 

Senator McCietnan. All right. Now, what I was trying to arrive 
at is this: When this application or this file was assigned to you by 
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Director Willett, what did he say to you, or what impression did you 
get from his expressed words, his mannerisms, or anything else, with 
reference to the end result that he wanted to achieve by your examina- 
tion and report on it? Was there anything to indicate that he wanted 
that fixed up so that they could : approve the. loan ? 

Mr. Dopps. No, sir, he did not, I can be very definite on that, as a 
matter of fact he very quickly and briefly, one day, and I am not oa 
but I think it was in the Board room, he turned to me and said, 
want you to get this case”’—it was substantially this— “get this case, 
take a look at it, let us know what you think about it.” 

He made no comment on it, he made no comment on how he thought 
about it himself or what he wanted done with it. Never, as I can 
recall it, did he ever indicate to me what he wanted done with it or 
anybody else. That is just about all there was to it. 

Senator McCie.ian. Just one other question at this point, did 
your suggestion or recommendation, whichever you want to term it, 
did it form the basis for the action finally taken by the Corporation 
in the form of the application and the approval? Did it form the 
basis upon which they finally acted? 

Mr. Dopps. Senator, I think I must answer that this way: I don't 
know. I would guess that it did, but it would be a guess. I just don’t 
know. 

Senator McCrietian. Well, the final action taken—may I ask, did 
the final action taken substantially conform to the recommendation 
or suggestion that you made? 

Mr. Dopps. It did, on the $80,000 application, but it did not con- 
form to my preference. My preference was for the $500,000 applica- 
tion. I thought it was a safer and a better deal for the Reconstruc- 
tion Finance Corporation. I thought we would be better protected. 

Senator McCietian. I am trying to point out just what resulted 
from your suggestion, what influence your recommandation had. 
Now, as I understand it, the action of the Board following that was 
to approve finally the $80,000 additional loan for working capital. 

Mr. Dopps. That is right. 

Senator McCrettan. And your first preference, as pointed out in 
your memorandum or suggestion, was not accepted by the Board / 

Mr. Dopps. That is right. 

Senator McCretian, But the $125,000 working capital application 
that had been asked for, you reduced that to $80,000 and that was 
approved by the Board? 

Mr. Dopps. That is correct, sir. 

Senator Unperwoop. Mr. Chairman, might I interrupt you for just 
a moment to say that I know Mr. Dodds as a fellow Kentuckian, and 
I have known him for quite a while. 

Of course, I am not on the stand, but I would like to testify in his 
behalf, if I may, because I have known him and know his high in- 
tegrity. 

Mr. Dopps. I appreciate that, Senator. 

Senator Unperwoop. We have got a bill up, I have been on the Post 
Office Committee, on a subcommittee that handled it, and I just must 
be in there or I would be here with you today. 

Senator McCLetian. Yes, we understand that, Senator. 

Senator Unperwoop. Excuse me. That is the only reason in the 
world why I am not here. 
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Senator McCietitan. Thank you. We are sorry you have to leave. 
Now, I was trying to get the chronological force of this thing and 

what influence your recommendation may have had and what action 
was taken that resulted from it. 

Mr. Dopps. Yes, sir. 

Senator McCietian. Now, beyond that, as I recall it, [ am not 
thoroughly familiar with this case, but some time later another loan 
was processed and further action was taken by the Board and the 
treasurer of the company—Toole—had nothing to do with it, and he 
knew nothing about it, as he testified this morning. 

Now, your recommendation pertains to the initial application that 
was automatically declined, and after it was referred to you, and you 
analyzed it and submitted two recommendations or suggestions, the 
smaller one was taken, which amounted to the advance of another 
$30,000 for working capital. That was the action finally taken. 

After that time did you have any other thing to do with a loan to 
this house? 

Mr. Dopns. I cannot recall having anything to do with it after that 
time. 

Senator McCietian. The second loan, or the loan that was granted 
after this application ¢ 

Mr. Dopns. No, sir, I don’t recall participating in discussions on 
that loan at all; maybe I did. I don’t mean to say I did not, but I 
don’t recall having done so. 

Senator McCietian. All right. That clears it up. I just wanted 
to get exactly your connection with it. 

Now, I understand that they are calling for a quorum and you will 
have to excuse us for a few moments. 

(There was a brief interruption. ) 

Senator McCLeLtLan. You may proceed. 

Mr. Fuanacan. As I recall, Senator McClellan’s previous question- 
ing was as to whether or not you had any contact at all with the second 
loan. We have been talking about the $80,000 loan, and he asked 
vou about the second loan. 

Mr. Dopns. Yes, sir. 

Mr. Franacan. I might state for the record that the committee's 
staff has had an opportunity to examine an office diary maintained by 
Director Willett, and we have made excerpts from that diary which 
have any relationship to this loan, and T find here under the date of 
March 29, 1949, this entry, and I bring it out at this point because 
it ties in with Senator McClellan’s questioning, and on March 29, 1949, 
we find this entry, and I am now quoting from Willett’s diary: 


Judge Finnegan in office. Met with Mr. Dodds. 


Now, do you have any recollection of having talked to Mr. Finnegan 
upon the referral of Director Willett at that time in M: a of 19494 

Mr. Dopns. No. sir, I don’t. I am unable to recall or have any 
recollection of any contact with Mr. Finnegan. Now, I may have seen 
him. It is perfectly possible that I saw him. I was seeing a great 
many people, of course, in and out of directors’ offices, and many 
times I would not get their names even. I would walk into a group 
in the office and be introduced, and the names would not mean aliy- 
thing to me. So I don’t mean to say that I have never seen Mr. 
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Finnegan, but I certainly don’t recall ever seeing him or talking to 
him. 

Mr, Fuanacan. Apparently you don’t know Mr. Finnegan. 

Mr. Dopps. No, sir. 

Mr. Fuanacan. And you have no recollection of ever talking to 
him 

Mr. Dopps. I have no recollection of ever seeing him, but I would 
be very hesitant to say that I have never seen him, ‘because I have seen 
a lot of people that I would not remember. 

Mr. Fuanacan. Prior to the news releases which appeared this sum- 
mer in the St. Louis Post-Dispatch, did you know whether Jim Fin- 
negan had any connection or relationship with the American Lithofold 
Corp. ¢ 

Mr. Dopps. No, sir, so far as my recollection was concerned, I never 
heard of Mr. Finnegan until that time. 

Mr. Franacan. I thought I would bring that in at this point. 

Senator McCie.tian. Very well. 

Mr. FLanaGan. Now, to go back for a moment to Mr. Toole’s diary, 
there is an entry here on January 24 as follows: 
Was in Chauncey Dodds’ office before 9 o’clock and had a full hour with him 
discussing our loan. He really wants to help, although he gets the impression 
from the loan docket that the “Blauners have bled this corporation for years.” 

Do you now have any recollection of such discussion with Mr. Toole 
concerning the Blauners ? 

Mr. Dopps. I tried to go into the salary and commission subject 
very carefully. I don’t remember what I said to him, and I don't 
remember what he said to me, but I do know that I considered that 
question, and in writing the conditions for the $80,000 loan it was 
intended to take care of that situation. It was anticipated that that 
would be taken care of in any loan which would be made, but, so far as 
1 recall that particular conversation 

Senator Munpr. I just want to ask one question that I was about 
to ask when the bell rang. I am not sure from what I have heard so 

ir, Mr. Dodds, as to whether your favorable recommendation which 
finally emerged was for $80,000 or $125,000, because Mr. Toole’s diary 
says it is $125, 000 which was finally recommended. 

Mr. Dopps. My suggestion, Senator, was on the basis of $80,000. 

Mr. Fianacan. This memorandum in the record shows that it was 
for $80,000. 

Senator Munpr. Did you attach any specific changes which had to 
tuke place in the financi: ul structure of the company or its administra- 
tive set-up as part of a quid pro quo for making that favorable 
recommendation ¢ 

Mr. Dopps. I did not in my memorandum. I undertook to explain 
that awhile ago as the reason that I did not, in my own mind, consider 
it a definite recommendation. I briefly outlined a basis, I intended 
it to be a basis for consideration, but I did not carry it out into detail, 
us I would have if I had definitely recommended that certain things 
be done, although when they finally made the loan for $80,000 some 
of these things I had in mind were taken care of. 

Senator Munpr. But that is not included in your memorandum ? 

Mr. Dopps. No, sir; it is not. 

Senator Munpr. So what you made was not, then, in your mind, 
specifically a go-ahead sign to make the loan on that particular basis? 
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Mr. Dopps. I did not intend it that way. 
Senator Munpr. The point I was trying to bring out, had you been 
making it in the form of a favor: ible recommendation to the Board 
you undoubtedly would have said. “I suggest that A be changed 
here and that X be changed here,” and so forth? 

Mr. Dopps. That is right. 

Senator Munpr. That is the point that I was trying to get 

Now, may I ask you one other question before I vo! The chair- 
man pro tem was interrogating you about influence and so forth. 
In your experience with the Reconstruction Finance Cor pore den were 
you ever contacted at any time on any matters of RFC business by 
any members of the Democratic National Committee ? 

Mr. Dopps. No, sir. I don’t know Mr. Boyle. I certainly would 
have remembered that. And I have no recollection of any contact 
at all by any members of the committee. 

Senator Munpr. In your particular function in the Board now, 
vour title, your specific Job was what ? 

Mr. Dopvps. At that time? 

Senator Munpr. Yes. 

Mr. Dopps. Clief of the Small Business Division. 

Senator Munpr. Loan applications. then, did not originate with 
you, but they originated in the field office ¢ 

Mr. Dopvs. That is right. 

Senator Munpr. They went up here to a Review Committee ? 

Mr. Dopps. That is right. 

Senator Munpr. It did not alw: ays, ap parently, pass through your 
hands, because this American Lithofold Corp. came into your hands 
quite casually ¢ 

Mr. Dopps. That is right. 

Senator Munpr. So it was not a normal channel that they all had 
to be O. K’d someplace by you ? 

Mr. Dopps. It was not one of those—no, that is right. I think, 

I understand your question correctly, that is correct. 

Senator Munpr. I mean, you were not part of a direct chain of 
command where they had to have your initials on them before they 
made the loan ¢ 

Mr. Dopps. That is right. 

Senator Munpr. Did you ever discuss this particular loan with Mr 
Hise ? 

Mr. Dopps. I might have, Senator, but I must say I don’t recall it if 
J did, but I might have. But I don’t recall it. 

Senator Munpr. Neither you nor Mr. Hise have a memory on that 
particular point. He could not recall it either. 

Mr. Dopps. No, sir. Mr. Hise was chairman of the Board, and it is 
possible that I did—that he might have mentioned it to me or I might 
have mentioned it to him. 

Senator Munpr. But you have no memory of your talking to him 
or his talking to you about it? 

Mr. Dopps. No, sir; I don’t have any recollection. 

Senator McCrietian. At that point may I ask if you were present at 
the Board meeting at which the loan was approved ? 

Mr. Dopps. Senator, I would have to refer to the records on tha 
Mr. Flanagan has the record of the minutes of the meeting. 
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Senator McCietnan. I just thought that if you were at that Board 
meeting no doubt you discussed it. 

Mr. Dopps. I was in attendance at most Board meetings. I was ex- 
pected to be there, or one of my men, and it may have been, though, 
that there were some meetings at which I was not present. 

Mr. Fianacan. I can state for the record that we have a certified 
copy of the minutes of the meeting of March 3 when the loan was ap- 
proved, and one of the many men in attendance was Mr. Dodds. 

Senator McCietian. I just thought if it was discussed by the Board 
you might have been asked some questions, maybe, by Mr. Hise him- 
self. 

Mr. Dopps. I have no recollection of any discussion, and, of course, 
attending all or most of those meetings, as I did, there were many 

cases presented, and I would not be able to remember the discussion. 

Senator McCietian. I can appreciate that. 

Senator Hory. How many applications would ordinarily be taken 
up at a meeting? 

Mr. Dopps. Senator, that may vary from 4 or 5 to 30 or 40. 

Senator Hory. And you held regular meetings on Mondays and 
Thursdays? 

Mr. Dopps. Regular meetings on Mondays and Thursdays, and then 
special meetings in between. 

Senator Hory. And when it was necessary to deal with something; 
is that it ¢ 

Mr. Dopps. Yes, sir. 

Senator Hory. So you pass on an average of somewhere from 50 
to 100 applications a week? 

Mr. Dopps. Yes; I would think that would be a fair average. 

Senator Hory. For discussion and some sort of action, whether you 
granted it or declined it, but you would have about that number. 

Mr. Dopps. Yes, sir. 

Senator Hory. Then you do not have a specific recollection about this 
particular one? 

Mr. Dopps. No; I just would not be able to recollect a discussion on 
that many cases. I am sorry. 

Senator Hory. Have you finished, Mr. Flanagan ? 

Mr. FLanaGan. I have just a few more questions. 

Senator Horry. Then suppose you finish. 

Mr. Fuanacan. Did Mr. Blauner, or any other representative of 
American Lithofold Corp., ever contact you concerning their loan or 
their loan problems after the granting of this first $80.000 loan ? 

Mr. Dopps. No, sir; I don’t have any recollection, Mr. Flanagan, of 
having any contact with those people after the $80,000 loan was made. 
i might have, but I have no recollection of it. 

Mr. Fuanacan. Did you know Mr. Blauner personally ? 

Mr. Dopps. I met him in connection with this application. 

Mr. Fuanacan. Well, that would be the $80,000 application ? 

Mr. Dopps. That is right; yes, sir. 

Mr. Franacan. Did you know Mr. Cecil Green? 

Mr. Dopps. No, sir: I don’t know Mr. Green. I may have met him 
If I did, I don’t recall that, but I would not dare say that I never saw 
the man or did not meet him, but I don’t remember it, if I did 
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Mr. Franacan. Did you know whether or not Mr. William Boyle 
was employed by this corporation at the time the loans were pending 
at the RFC? 

Mr. Dopps. No, sir; I had no intimation, I was entirely unaware of 
any connection that he had with it, if he had such a connection. 

Mr. Fuanacan. I believe you previously testified that you had no 
calls from either Mr. Boyle or any representatives of the Democratie 
National Committee in connection with this case ¢ 

Mr. Dopps. That is right, to the best of my recollection. 

Mr. Franacan. Have you received any gifts or gratuities of any 
kind, other than possibly a casual lunch, either directly or indirectly, 
from the American Lithofold Corp., or any of its officials ? 

Mr. Dopps. No, sir; [have not. I have never had lunch with any of 
them, if my recollection serves me correctly. I certainly don’t recall 
it if I did. 

Mr. Franacan. I have no further questions. 

Senator Hory. Senator McClellan / 

Senator McCietian. No further questions. 

Senator Hory. Senator Humphrey / 

Senator Humpnrey. I am sorry, Senator Hoey, but I arrived late 
at the meeting, and I prefer not to ask any questions. 

Senator Hory. Well, I want to thank you very much, Mr. Dodds, 
for your appearance here, and I may say that this will be released to 
the press in the morning at 9:30 because you understood that the 
evidence would be available. 

Off the record. 

(Diseussion off the record.) 

Senator Hory. On the record. 

Mr. Dopps. I would like to mention the fact, and I think you know 
this, that I am supposed to go to St. Louis for the grand jury, and I 
suppose I will be at liberty to go? 

Senator Hory. That is perfectly all right. 

Mr. Wetsu. Thank you very much for Mr. Symington. 

Senator Hory. We will meet again in the morning at 10 o’clock in 
the regular committee room. 

(Whereupon, at 4:15 p. m., the subcommittee recessed, to reconvene 
at 10 a. m., Saturday, September 15, 1951.) 
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SATURDAY, SEPTEMBER 15, 1951 


Unirep Strares SENATE, 
INVESTIGATING SUBCOMMITTEE. 
COMMITTEE ON EXPENDITURES IN 
THE Executive DrerartrMENts., 
Washington, DD. ¢ 

The subcommittee met at 10:20 a. m., pursuant to adjournment, 
in room 357, Senate Office Building, Senator Clyde R. Hoey (chair 
man of the subcommittee ) presiding. 

Present : Senator Clyde R. Hoey, of North Carolina; Senator John 
L. MeClellan, of Arkansas; Senator Thomas R. Underwood, of Ken- 
tucky; Senator Karl E. Mundt, of South Dakota; and Senator Richard 
M. Nixon, of California. 

Also present: Francis D. Flanagan, chief counsel; Howell J. Hatch- 
er. chief assistant counsel: William Leece, assistant counsel: and Ruth 
Young, clerk. 

Senator Hory. The subcommittee will come to order, please. 

] will call Mr. Ernest B. Howard. Have a seat. Mr. Howard. 

I would like to state at the opening of the session today that the 
examination in the executive session yesterday afternoon was that 
of Mr. Chauncey Dodds, and that it was released at 9:30 this morning 
to the press. 

The reason it was held in executive session was because of health 
and the danger of excitement to Mr. Dodds. Mr. Dodds had an 
atte ick on June 20, and had been out for 2 months, and his doctors felt 
that any excitement might be dangerous to him. 

It was held in executive session, but the full testimony was released 
at 9:30 this morning. 

Now, Mr. Howard, will you stand up, please, and hold up your 
right hand? 

Do you solemnly swear that the testimony you shall give in this 
cause shall be the truth, the whole truth, and nothing but the truth. 
so help you God ? 

Mr. Howarp. I do. 


TESTIMONY OF ERNEST B. HOWARD, BUSINESS LOANS DIVISION, 
RECONSTRUCTION FINANCE CORPORATION 


Senator Hory. Have a seat, Mr. Howard. Will you give to the 
reporter your name and present address, please / 

Mr. Howarp. My name is Ernest B. Howard. Do you want 1 
home address ? 

Senator Hory. Yes. 
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Mr. Howarp. My home address is 2744 Woodley Place NW., Wash. 
ington, D. C, 

Senator Hory. What position do you hold with the Reconstruction 
Finance Corporation / 

Mr. Howarp. At the moment / 

Senator Hory. Yes. 

Mr. Howarp. Frankly, officially, Ido not know. In January, or up 
to January of this year I was Chief of the Business Loans Branch, 
which was abolished. I was told by Mr. Dodds that I had been re 
duced to examiner. I asked him what I should do, what would be my 
duty, and he said, “Just what you have been doing, and assist Mr. 
Ronan, who is taking over the job of consolidation of the four 
branches.” 

I have been in that position since. 
from personnel. 

Within the past few weeks I have been told that I had been made 
Assistant Chief of the Business Loans Division, which is a new set-up. 

Senator Hory. How long have you been with the Reconstruction 
Finance Corporation ¢ 

Mr. Howarp. Since July 13, 1932. 

Senator Hory. Prior to the position which you were holding at the 
first of this year, as Chief of the Business Loans Division, what was 
your connection with the Reconstruction Finance Corporation ‘ 
What position did you hold? 

Mr. Howarp. You mean beginning—— 

Senator Hory. Prior, from the time you came until you held this 
position. 

Mr. Howarp. I came in as a clerk in the treasurer's office. I 
stayed, well, 1 think I have it right here. a complete record, if you 
would like to make it part of the complete history from personnel, 
if you would like to make it part of the record. 

Senator Horry. You have it listed there / 

Mr. Howarp. Yes, sir; it is all printed. 

Senator Hory. All right. You may place that in the record. 

(The document referred to will be found in the appendix under 
supplemental data on p. 1255.) 

Senator Hory. All right, you may question, Mr. Flanagan. 

Mr. Franacan. Mr. Howard, what was your position in the Recon- 
struction Finanee Corporation in the late fall and early spring of 
1948-49 ¢ 

Mr. Howarp. 1948-49? 

Mr. FuanaGan. Yes, sir. 

Mr. Howarp. I was Chief of the Business Loans Branch. 

Mr. PLanacan. You were Chief of the Business Loans Branch ? 

Mr. Howarp. Yes, sir. 

Mr. FLanacan. And generally what were your duties as Chief of 
the Business Loans Branch at that time? 

Mr. Howarp. My duties were to see that work, when it came in, was 
handled properly, and handled promptly, that is, the applications, 
umendatory applications, and things pertaining to loans. 

Mr. Fuanacan. Did you also have the responsibility of assigning 
cases to examiners in your division ¢ 

Mr. Howarp. It was my over-all responsibility, but it was delegated 
to Mr. R. G. Dickinson as to new applications, and the administrative 
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end of it was delegated to Mr. W. A. Hendrick. Both of them were 
made Assistant Chiefs of the Business Loans Branch. 

Mr. Franagan. Was a part of your job to work on the merits of a 
loan, or were vour duties, for the most pe administrative @ 

Mr. Howarp. My duties—well, I would say in my job description, 
that all through this time, and even before that, my job was dealing 
with the public callers who came in, prospective borrowers, or people 
who were borrowers already. Now, I think that averaged about 60 
percent of my time, which is reflected in my job description. 

Senator Hory. Gentlemen, I must ask you not to take any pictures 
during the taking of the testimony. 

Would you like to have us stop now and give you an opportunity 
to take one picture first? Allright. After this will you please take 
your pictures when the witness is first called to the stand. 

(Brief interruption. ) 

Senator Hory. All right. You may proceed, Mr. Flanagan. 

Mr. FuanaGan. Mr. Howard, how long have you been acquainted 
with Mr. J. E. Toole ? 

Mr. Howarp. Sometime . the early thirties, I don’t know. I 
think he came in later than I did into the C orporation, after 1932 
I don’t remember just when he came in. 

Mr. Fuanacan. Did you consider Toole to be a close personal 
friend ¢ 

Mr. Howarp. Well, I don’t know. I knew him very well. We 
were in the same room with about 25 or 30 other men. His desk, for 
a while, was only just right next to me. Maybe there were more men 
than that in the room. 

Mr. Fianacan. Do you recollect that in December 1948 Mr. ‘Toole 
came in to see vou about the American Lithofold Corp. loan? 

Mr. Howarp. Specifically, no, but I can say that he did come in 
practically every time he came in to Washington. He came by to 
speak to me In some manner. 

Mr. Fuanacan. Did he discuss the loan with you ? 

Mr. Howarp. Not the details of the loan, no, sir. 

Mr. Fuanacan. You now say that he never discussed the details 
of this loan with vou? 

Mr. Howarp. Not as to the details of the loan. 

Mr. Fuanacan. How would he discuss the loan with you? 

Mr. How.srp. As to where it was in the process of being acted upon. 

Mr. Franacan. In other words, he merely discussed the status of 
the loan ? 

Mr. Howarp. That is my recollection, sir. 

Mr. Fruanacan. Do you have any recollection that he ever dis- 
cussed the mertis or the details of that loan in any way with vou? 

Mr. Howarn. Not down to the minute details. He might have 
mentioned the loan, but as to the details, or what the set-up was, what 
they proposed to do, I don’t recall ever talking to him about it. 

Mr. Ftanacan. Referring to Mr. Toole’s diary, there is an entry on 
December 22. 1948, and he states this: 

After lunch, Bill 
and he is referring to Bill Rochelle, who was an examiner for the 
Reconstruction Finance Corporation— 


After lunch, Bill and I called on Ernest Howard who suggested that Bill 
phone Charlie Alexander, agency manager in St. Louis, and tell him I was 
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coming back to have the cz 


ise rest—minus the inventory and accounts receivable 
loan. 


Do you have any recollection of such a conversation with Mr. Toole 
or with Mr. Rochelle ? 

Mr. Howarpb. No, sir, I do not, but it could have happened. 

Mr. Franacan. It is possible that it happened, but you have no 
recollection of it at this time? 

Mr. Howarp. That is right. 

Mr. Fuanacan. Now, referring further to that diary, on December 


9° 


23 Mr. Toole said, and I quote: 


Tried to get Ernest Howard to agree to lend us the $100,000 new working 
capital without imposing the condition that we first pay off Heller & Co. 

Now, do you have any recollection of such a discussion ? 

Mr. Howarp. No, sir. 

Mr. FLuanaGan. Would it be possible that you could have talked 
about changing or imposing various conditions on this loan with 
Mr. Toole? 

Mr. Howarp. It could be possible, 
duty. It might have been in line of duty. 

Mr. Franacan. As a matter of fact, that loan was being processed 
in your division at that time, was it not ? 

Mr. Howarp. That is what the records show. 

Mr. Firanacan. Reading further from Mr. 
of January 6, 1949: 

Meanwhile, Bill gave me to understand— 
and again he is referring to Bill Rochelle, the examiner— 
Meanwhile, Bill gave me to understand a declination was forthcoming, so | 
took it up with Ernest Howard again, and he assured me the case would go 
to the Board of Directors, if he had to take it himself. He did think, though, 
it would hardly go to the Board before Thursday, January 13. 

Do you have any recollection of discussing this loan with Mr. Toole 
on the occasion when Toole told you he thought Rochelle was going 
to turn it down? 

Mr. Howarp. No, sir, I do not. That statement you made there, 
or that he made, about me taking it to the Board, that would have 
been entirely out of order. I have no authority to take it to the 
Board. 

Mr. Franacan. Did you discuss it with anybody else who did 
have the authority to t: ake it tothe Board ? 

Mr. Howarp. No, sir. 

Mr. Firanacan. Would it be possible for a member of the Review 
Committee to take it to the Board ? 

Mr. Howarp. That is the route it would have They are the 
only ones who can take it. 

Mr. Franacan. I am not saying whether you did it or not, I am 
asking a hypothetical question, would it have been possible for you 
to ask a member of the Review Committee to take it before the Board ? 

Mr. Howarp. Yes, sir, I could have done that, but I do not reeall 
having done it. 

Mr. Fuanacan. You could have done it indirectly by asking some 


member of the Review Committee to take it, could you not? You 
could have / 


yes sir. That is part of my 
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Mr. Howarp. Not indirectly, but directly. That is the channel it 
flows through. 

Mr. FuanacGan. So indirectly you could have tried to bring a case 
before the Board of Directors in that manner, could you not / 

Mr. Howarp. I could have, yes, sir. 

Mr. Fianacan. Do you have any recollection of trying to get this 
loan to the Board of Directors in that indirect manner? 

Mr. Howarp. No, sir. 

Mr. FLANAGAN. I am now reading from the diary of Mr. Toole 
under the date of January 14, and to fix the situation at this time I 
might state, if you are not already familiar with that fact from listen- 
ing to this testimony, that on the 13th of January the Board had auto- 
matically declined the American Lithofold Corp. loan. Now, this 
is the day following that automatic declination, the 14th, and Toole 
says this is his diary: 


admit Gaal 


a 


Ernest Howard, who had taken the loan file home on our case last night and 
who followed me over a stretch of fully 40 minutes discussing various problems 
and how to get some cleared up, came in late (at 10 o'clock) to say he could not 
find any way “out” for our company. After a few suggestions as to an approach 
to Chairman Hise, I made the trip to his honor'’s office. 

Mr. Howarp. To whose office, sir? 

Mr. Furanacan. “His honor’s office.” He is talking about Mr. Hise, 
the Chairman of the Board. 

Now, do you recollect ever having taken the file of the American 
Lithofold case, or any part of that file, home with you for the pur- 
pose of studying it ¢ 

Mr. Howarp. No, sir. I definitely do not, and I will add that I 
have never taken any file home. I do not have the authority to do it, 
sir’. 

Mr. Fuanacan. In other words, if you took a file home with you, 
would it be against the rules or outside of your scope of duty ? 

Mr. Howarp. That is an official record of the Corporation. 

Mr. Franacan. And you are not allowed to take official records 
out ¢ 

Mr. Howarp. No, sir; and I have never done it. 

Mr. Fuanacan. Do you recollect talking for 45 minutes on the tele- 
phone with Mr. Toole concerning this matter on January 14 / 

Mr. Howarp. No, sir. 

Mr. Fianacan. Now, I suppose you will recollect that Mr. Toole 
testified that he made these diary entries within a day or two after 
these matters occurred. 

Mr. Howarp. I have not had the benefit of his testimony, Mr. Flana- 
gan, except yesterday, which I heard over here. 

Mr. Franacan. And you now definitely deny that you ever took 
this file or any part of this file home with you? 

Mr. Howarp. Yes, sir. 

Mr. Firanacan. You also deny that you had a lengthy phone dis- 
cussion ? 

Mr. Howarp. I don’t deny that. 

Mr. Franacan. About that time? 

Mr. Howarp. I don’t deny that, because I could have had it, but 
I don’t recall it. 

Mr. FranaGan. Do you ever recollect any lengthy phone discussions 
that you had with Mr. Toole concerning this case ? 
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Mr. Howarp. During this period; no, I don’t; but back in 1945 
44 ——_ 

Mr. Franacan. I am not talking about 1945 or 1946. 
about 1948 or 1949. 

Mr. Howarp. No, sir; I do not. 

Mr. FuanaGan. You have no recollection of any such discussion / 

Mr. Howarp. No, sir. 

Mr. Fuanacan. Do you ever remember discussing with Mr. Toole, 
or suggesting to him, or having him ask you for suggestions as to how 
he could see Mr. Hise in connection with this loan ? 

Mr. Howarp. No, sir: I do not, but it could have happened. Hi: 
could have asked me just like so many do when I tell them there is 
nothing further that we can do, they say, “Where do I go from here ¢” 
But I never suggested that any man go to see people on a higher level. 

They have told me, they have said, “Well, I will go to see the 
Chairman or a director.” 


I am talking 


It has been a stock answer for me over all 
the years to tell them, “That is your privilege: I cannot initiate it.” 
Mr. Fianacan. Going on to the diary entry of the 15th: 
After leaving Chairman Hise’s office yesterday afternoon— 
and he is talking about going back to the 14th now 
Mr. Howarp. Yes. 
Mr. FLANAGAN (reading) : 





After leaving Chairman Hise’s office yesterday afternoon, I had to go into 
another long session with Howard and Pete Herman in trying to “reset” our 
case for a representation to the Board. 

Now, do you have any recollection of having a conversation with 
Toole when Mr. Herman, one of your examiners, was present ? 

Mr. Howarp. No, sir; I do not. 

Mr. Firanacan. Referring again to Mr. Toole’s diary, on the 1 
of January 1949, he states this: 

Tonight I telephoned Ernest Howard in Washington and he gave it as his 
opinion that Chauncey Dodds’ interest in our case would decidedly prove a 
favorable factor. 

Do you recall ever telling Mr. Toole that Chauncey Dodds’ interest 
in the case would prove to be a favorable factor / 

Mr. Howarp. Absolutely no. 

Mr. Franacan. Do you know whether—— 

Senator Munpr. Excuse me. Mr. Howard, how well did you know 
Mr. Toole / ; 

Mr. Howarp. Mister who? 

Senator Munpr. How well did you know Mr. Toole? 

Mr. Howarp. How well? 

Senator Munpr. That is right. Tell us when you first met him and 
your contacts and association with him. 

Mr. Howarp. We sat in the same room there for, I think, about as 
long as he was with the Reconstruction Finance Corporation. 

Senator Munpr. About 10 years? 

Mr. Howarp. Probably that long: yes, sir. 

Senator Munpr. In the same room working for the Reconstruct io: 
Finance Corporation / . 

Mr. Howarp. That is right, sir. 

Senator Munpr. Were you on a first-name basis / 
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Mr. Howarp. Sir? 

Senator Munpr. Were you on a first-name basis with him: were 
you ealling each other by your first names / 

' Mr. Howarp. No. Everybody in the room called him Brother 
Toole, and that is what I ¢: alled him. 

Senator Munpr. What did he call you? 

Mr. Howarp. Ernest. 

Senator Munpr. Ernest. All right. Had you, in the course of those 
10 years, ever met him any place besides in the office’ Did you fo 
to the same church, belong to the same club, did you ever attend lun: 
eons, did you ever attend parties, did you ever attend pada or 
pik nies together ? : 

Mr. Howarp. No luncheons or clubs, but I did go to his home with 
my wife on one—I recall one occasion that we went to visit his home 
on K Street, the 1800 block on K Street. 

Senator Munpr. Did he ever visit your home? 

Mr. Howarp. Tn 1948, in March, I had an operation on this eye 
indicating]. I hada cataract removed. I was confined to my home 
ina dark room for about 6 weeks or 2 months. On one occasion he 

‘ame by and spent probably 10 or 15 minutes at my home. 

Senator Munpr. In other words, you were friends and coworkers 
for the Reconstruction Finance Corporation in those days. 

Mr. Howarp. That is right. sir. But this was after he left the 
Reconstruction Finance Corporation that he came out to my home. 

Senator Munpr. Oh, I see. All right. Did you ever have any 
violent quarrel with him, and falling out ? 

Mr. Howarp. No, sir. 

Senator Munpr. Did you ever loan him any money personally 
he cid not pay back ? 

Mr. Howarp. Never had any to lend him, sir, and I never bor- 
rowed any. 

Senator Munpr. Did he ever lend you any money that you did not 
pas back? 

Mr. Howarp. No, I never had any financial transactions with him. 

Senator Munpr. Then you never had any quarrels, arguments, or 
violent disagreements ? 

Mr. Howarp. No, sir. 

Senator Munpr. Then can you tell me why a man who had been 
a friend of yours for 10 years, a man who was on a Sree basis 
with you, and you and your families were friends and had gotten along 
well together all these times. how did it come that he inserted your 
name ina diary written 2 years ago making a lot of statements about 
you which you now claim under oath are entire ‘ly wrong? 

Mr. Howarp. Well, that is a question I cannot answer, sir. 

Senator Munpr. Doesn't it appeal to you as being rather extraor- 
dinary that a man recording his business relations for a concern, 
having no possible notion that his diary was ever going to appear in 
public print, is going to say that, “I had lunch with Mr. Howard to 
talk about this loan,” if he did not have lunch with Mr. Howard? 
Wouldn’t you assume that unless you directly remember that you 
never had such a lunch, that as against your vague memory his nota- 
tions in the diary are probably a record ‘of the truth? Wouldn't that 
be a fair assumption ? 


Mr. Howarp. Well, probably so. 
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Senator Munpr. I mean, I can well understand that you could noi 
remember every lunch, or that you could not remember a phone call, 
but certainly, so far as I am concerned, unless you can say, “T know 
positively that I never had any lunches with him.” or “I know that I 
never talked to him on the telephone”—and I am willing to accept your 
word on that—but as a vague guess going back in a man’s memory 
~ years ago, and as you have testified, “I never took any documents 
home from the Reconstruction Finance Corporation,” I would say 
that that is a pretty definite statement and that means something. 

Mr. Howarp. Yes, sir. The other would more or less have been 
incidental, would it not have? 

Senator Munpr. I don’t know; I don’t know. How many times, 
so far as you can recall, would you estimate, going back in your mind, 
how many times altogether did Mr. Toole talk with you in person or 
over the telephone about the American Lithofold Corp. ? 

Mr. Howarp. During this period of 1948-49 you are speaking of 
now ? 

Senator Munpr. Yes, I am speaking of 1948-49, until the first loan 
Was granted. 

Mr. Howarp. Well, sir, it would bea guess on my part. 

Senator Munpr. It would have to be a guess; I understand that. 

Mr. Howarp. It would be an absolute guess, I just don’t know. I 
would assume.that practically every time he came to Washington he 
came by to speak to me. 

Senator Munpr. About the loan? 

Mr. Howarp. And sometimes not discuss the loan, just 
speak to me. 

Senator Munpr. Usually he would speak to you 
though, would he not? 

Mr. Howarp. Yes, sir; that is right. 

Senator Munpr. He was coming to Washington because of the loan, 
and it would be quite normal and understandable that he should talk 
to vou about it ? 

Mr. Howarp. Yes, sir. 

Senator Munpr. I think maybe before I was here, Mr. Chairman, 
you might have brought into the picture how Mr. Howard h: ippened 
to be vitally connecte d with the loans from the Reconstruction Finance 
Corporation standpoint. Was it because it was assigned to him from 
the St. Louis office ? 

Mr. Fianacan. That loan was being processed in the section of 
which he was chief at that time, according to Mr. Howard’s testimony. 

Senator Munpr. I see. He was Chief of——- 

Mr. Firanacan. He was Chief of the Business Loans Section that 
Was assigned to examine that loan. 

Senator Munpr. Well, I did not mean to interrupt you, but I want 
to find out if there is any reason why we should be looking at a diary 
that was written out of vengeance and venom, but it is apparently a 


came by to 


about the loan, 


true statement of what Mr. Toole thought were the facts at that 
time. 
Mr. Franacan. Going back to this diary, and going back to the 


14th, I overlooked this one point. It points out in the diary that, as 
I have previously read, Mr. Toole went to Hise’s office, and his testi- 
mony yesterday stated that you were present with Mr. Hise and Mr. 
Toole at that time, when Toole discussed the loan with Hise. 
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Do you now recollect ever being in Mr. Hise’s office with Mr. Toole? 

Mr. Howarp. What is this date ? 

Mr. Fuanacan. January 14, 1949. 

Mr. Howarp. No, sir. I do hot: 

Mr. Franacan. Would you deny that you were ever in Mr. Hise’s 
office with Mr. Toole ? 

Mr. Howarp. On this loan, yes, sir, I would deny it. 

Mr. FLanacan. Do you deny that you would have been in Mr. Hise’s 
office with Mr. Toole in January 1949, or any time in 1949, on any 
other matter ? 

Mr. Howarp. I don’t recall it, no, sir. 

Mr. Fuanacan. Would there be any reason for you to be in Mr. 
Hise’s office in January 1949 with Mr. Toole, other than to discuss 
the American Lithofold Corp. loan ? 

Mr. Howarp. No, sir. 

Mr. Fuanacan. No? 

Mr. Howarp. No, sir. It could be that I had been called into Mr. 
Hise’s office on some other matter. 

Mr. Fuanacan. I am talking about being in Mr. Hise’s office with 
Mr. Toole? 

Mr. Howarp. I don’t recall it. 

Mr. Franacan. Now, I don’t quite understand what you mean. 
You cannot recollect being there with Mr. Toole, or you absolutely 
deny being there? Which? 

Mr. Howarp. Well, I just don’t recall being there, sir, I don’t know— 
how do you want me to put it / 

Mr. Franacan. I want you to put it the way the facts are. 

Mr. Howarp. That is the way the facts are. I don’t recall ever 
being in Mr. Hise’s office with Mr. Toole. 

Mr. Fuanacan. Did you go to Mr. Hise’s office on many occasions / 

Mr. Howarp. Not too many. I went upon his request. 

Mr. FuanaGan. How many times a month on an average would you 
eo to Mr. Hise’s office when you were head of the Business Loans 
Division ? 

Mr. Howarp. I would say not more than two or three times in a 
month, and sometimes it would go a month and I would not have any 
eall. 

Mr. Franacan. In other words, it was not a usual procedure fot 
you to go up to the Chairman’s office concerning a loan ? 

Mr. Howarp. No, sir. 

Mr. Fuanacan. Then it would be—— 

Mr. Howarp. I never went to the Chairman’s office, or any other 
director’s office, unless I was called for. 

Mr. FuanaGan. Would it then be fair to assume that being called 
to the director’s office might make some type of impression on you, 
if you were called up there to discuss a loan / 

Mr. Howarp. I think it would; yes, sir. 

Mr. Fuanagan. If you had been up there with Mr. Toole, would it 
be fair to assume that you might now recollect being there / 

Mr. Howarp. I think so, sir. 

Mr. Fuanacan. And under those circumstances you now say that 
you cannot recollect ever going to Mr. Hise’s oflice with Mr. Toole 
concerning this loan ? 
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Mr. Howarp. I do not remember ever going to his office and discuss 
ine this loan with Mr. Hise and Mr. Toole. 

Mr. Fuanacan. Do you remember ever going to Mr. Hise’s offi 
and discussing this loan with anyone in that office ? 

Mr. Howarp. No, sir. 

Mr. Fuanacan. Now, in Mr. Toole’s diary under date of January 
18, it has this to say, and he is referring to you: 

He said Chauncey Dodds was working might and main to get our deal in thy 
best possible shape and that he didn’t think it necessary for me to come back 1: 
Washington on the loan before Monday the 24th. 

Do you recall ever telling Mr. Toole that Dodds was working 01, 
this loan, working “might and main” or words to that effect ? 

Mr. Howarp. No, sir; I do not. And furthermore, I never reca!| 
having discussed this loan with Mr. Dodds at any time. 

Mr. FranaGan. You never discussed this loan with him / 

Mr. Howarp. Not to my knowledge: no, sir. 

Mr. Franacan. Are you sure of that, or is that to the best of you 
recollection at this time? 

Mr. Howarp. That is—I am satisfied in my mind that I did not, and 
T have checked with Mr. Dodds, and he confirmed that I never talked 
with him about it, or that he had talked to me about it, in the last 
week or 10 days. 

Senator Munpr. You and Mr. Dodds were discussing this within 
the last week or two, and you agreed between yourselves ‘that you had 
never talked to each other about the loan, is that correct ? 

Mr. Howarp. No. I went to him, sir, and asked him if I had ever 
discussed this loan in any shape or manner with him. He said, “No.” 

Senator Munpr. That is what I said. 

Mr. Howarp. Yes, sir. 

Senator Munpr. That is exactly what I said. 

Senator Hory. All right, proceed, Mr. Flanagan. 

Mr. Fuanacan. In Mr. Toole’s dit ary, under the date of February 
23, he has this to say 

Called on Ernest Howard at RFC this a. m., and he advised against my 
seeing Mr. Hise again as our case is making as much progress as proper con- 
sideration of its importance permits. 

Do you now recollect that Mr. Toole ever came to you and wanted 
to see Mr. Hise on a second occasion ? 

Mr. Howarp. No, sir. 

Mr. Fianacan. Do you recollect that Mr. Toole ever talked to you 
about going to see Mr. Hise? 

Mr. Howarp. No, sir, I do not. 

Mr. Franacan. What do you recollect that Mr. Toole talked to you 
about on this loan? Do you have any recollection of any specific thing 
he ever asked you about this loan? 

Mr. Howarp. The only thing that I remember about the loan and 
his visits is, that one day, going down the hall, I met Mr. Toole and 
Mr. Blauner and spoke to them, and I am satisfied they did not come 
in my office on that occasion, and in the course of the conversation Mr. 
Toole told me that they were going up to see Mr. Willett, but as to 
when it was, I cannot say. 

Mr. Franacan. And that is the only specific matter you recall in 
connection with this loan? 
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Mr. Howarp. Ever referring anybody as to reference to some- 
body else. 

Mr. Fuanacan. Do you recollect that after this loan was granted, 
this $80,000 loan, if Mr. Toole ever came to you to enlist your assist- 
ance in having his salary raised with the American Lithofold Corp. 4 

Mr. Howarp. No, sir. 

Mr. Fuanacan. You have no recollection of that? 

Mr. Howarp. No, sir. He might have told me that his salary had 
been cut. I think somewhere down the line he told me that they cut 
his salary half in two, but he certainly didn’t ask me to help him in 
vetting it put back. 

Mr. Fuanacan. Do you recall that yesterday Mr. Toole testified 
that after the second loan was granted he met you in the hall and 
you asked him why he had not been handling that second loan ? 

' Mr. Howarp. Sir, I don’t quite follow you. 

Mr. Fuanacan. Do you recollect yesterday’s testimony by Mr. 
Toole, wherein he stated that he had met you in the hall after the 
second loan had been granted, and you had asked him why he had 
not been around working on that loan, and you told him at that time 
that you yourself had not worked on the loan, but it had been handled 
by the Board of Directors? Do you recall such a conversation ? 

Mr. Howarp. (No answer.) 

Mr. Fuanacan. First of all, do you recall the testimony of yester- 
day on that point ? 

Mr. Howarp. Not clearly as to yesterday, tied in with what you 
are talking about now. 

Mr. Fuanacan. Well, we will get the record here and read it back 
to you. You were here yesterday, weren’t you? 

Mr. Howarp. Yes, sir. 

Mr. FianaGan. I am reading from yesterday's record, and I asked 
this question of Mr. Toole: 

After that loan was approved in September did you ever have occasion to 
discuss it with any of your old friends in the RFC? 


(nd then Mr. Toole’s answer was: 


Well, I don’t know about discussing it. T think one of my old friends met me in 
the corridor one day and said, “Hello, J. E.. I see you have got another big. loan 
through the other day.” IT says, “What do you mean?’ And he elaborated by 
mentioning this loan you are speaking about now. I said, “Well, I had no part 

This friend, who customarily and usually had to do with all loans of any large 
amounts, said “I didn't either.” He said, “It was done up there,” pointing toward 
the directors’ room. So evidently it was unknown to the man in the usual 
channels that handled the loan as well as it Was to me. 


Later on in the testimony here it states: 


Who was this man who told you that he did not know anything about this loan 
ther, saving it was handled upstairs, meaning the Board of Directors? 

Mr. Tooter. Would I have to say that? 

Mr. FLANAGAN, -I think it would be helpful. 

Mr. Toote. I think it was Mr. Howard. 


Now, do you recollect that testimony from yesterday / 

Mr. Howarp. Yes, sir. 

Mr. FLANAGAN. Do you now recollect any such conversation with 
Mr. Toole ? 

Mr. How inp. I think I do. substantially along those lines of what 
ou have said there, since you have said it and refreshed me. 









348 


INFLUENCE IN GOVERNMENT PROCUREMENT 


Mr. FLanacan. Well, now, tell me what kind of a conversation did 


you have with Mr. Toole in the fall of 1949 concerning the second loan, 


the large loan’ Tell me to the best of your recollection the substance 
of that conversation. 

Mr. Howarp. This particular conversation ? 

Mr. Franacan. Yes. 

Mr. Howarp. Well, frankly, I just don’t recall. I just really don’t 

recall what I said. 

Mr. FranaGan. Well, do you recall that there was such a conversa- 
tion ? 

Mr. Howarp. I have a faint recollection that there was, yes, sir. 

Mr. Fianacan. Did your division, in fact, handle the second large 
loan for the American Lithofold Corp.? Was it handled in your divis 
ion, the $565,000 loan to the American Lithofold Corp. ? 

Mr. Howarp. Yes, sir; it was. 

Mr. Fianacan. Well, according to Mr. Toole, you told him that it 
was not handled in your section. 

Mr. Howarp. Are you talking about the action of March, now ? 

Mr. Franacan. No, I am talking about the action of September. 

Mr. Howarp. September? 

Mr. Fuanacan. Yes. 

Mr. Howarp. It was handled in my division, yes, sir. 

Mr. Franacan. Did you tell Mr. Toole that it was not? 

Mr. Howarp. No, sir, I could not have told him that. 

Mr. FLanacan. You don’t know what you told him? I don’t know 
what you told him, I only know what he said you told him. 

Now, did you or did you not tell him that the loan was not handled 
in your section hut was handled by the Board of Directors ? 

Mr. Howarp Why, the loan was written, the report was written by 
Mr. Williams, who is in our section. 

Mr. Franacan. Did you assign that loan to Mr. Williams? 

Mr. Howarp. I did not. 

Mr. Firanacan. Who did? 

Mr. Howarp. I do not know. 

Mr. Franacan. Do your records show who assigned it? 

Mr. Howarp. No,sir. They show that it was assigned to Williams, 
but we have not been able to determine who did it. 

Mr. Firanacan. You can usually determine who assigns a loan to an 
examiner, can’t you? 

Mr. Howarp. By his handwriting on the slip, but Mr. Dickinson 
did all of the assigning and it was not his handwriting. 

Mr. Franagan. Can you give any information to the committee 
as to why you are unable to find out who assigned this particular sec- 
ond loan to your examiner / 

Mr. Howarp. I have been unable to do it. 

show that it was assigned to Mr. Williams. 
Mr. Fuanacan. Was Mr. Williams one of the men-in your section / 
Mr. Howarp. Yes, sir. ; 
Mr. FLanacan. Did you ever discuss this loan with Mr. Williams? 
Mr. Howarp. No, sir. Frank Williams is the gentleman 
Mr. Fuanacan. It was somewhat of a problem loan, was it not ? 
Mr. Howarp. Yes, sir. 


The records up there 
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Mr. Franacan. It being a problem loan, would it be the ordinary 
practice for Mr. Williams or any examiner to discuss this problem 
with you? 

Mr. Howarp. Not necessarily, sir. 

Mr. Fuanacan. I didn’t say not necessarily, I said ordinarily would 
these eXaminers who had been handling problem loans discuss them 
with you? 

Mr. Howarp. No, sir; I would say they do not. Sometimes they 
do and sometimes they don't. 

Mr. Fuanacan. But you have no recollection of Mv. Williams ever 
discussing this loan with you? 

Mr. Howarp. Not in any way, shape, form, or fashion. 

Senator Munpr. Didn't I understand you were Chief of that sec- 
tion ¢ 

Mr. Howarp. Yes, sir. 

Senator Munpr. Wouldn't you sort of be responsible for what the 
people under you do on these loans, then? 

Mr. Howarp. Yes, sir: but I never have made it a rule, all through 
the years, and especially since I have been in this position, I have 
always made it a rule not to try to in any way influence an examiner 
on his report. 

Senator Munpr. To influence him, that is correct, but as the Chief 
you would have some responsibility for the section, ahd haven’t you 
made it a practice to look over their recommendations after they have 
made them before you send them on to the Board? 

Mr. Howarp. They would be put up in the docket, sir, and sub- 
mitted to the Board. I would never see them. 

Senator Munpr. You would never see them ? 

Mr. Howarp. Until they vot in the docket and went to the Board. 
Now, remember that all during this time I had other duties that 
took up more than 50 percent of my time. 

Senator Munpr. Tell us what the functions of a Chief of a division 
like that in the RFC are, then, if you have shed all responsibility 
for things done under you, if that is not your responsibility, what is? 
That is a peculiar kind of a structure for me to understand. 

Mr. Howarp, It was my over-all responsibility to see that the work 
went through. 

Senator Munpr. Were you interested in the kind of work that was 
done or in just getting a lot of work done out of them? 

Mr. Howarp. No, sir; I was interested in getting the work out and 
getting the reports written, giving full and complete information that 
would make it so that the board of review or the review committee 
at that time, and the Directors, would have a clear picture of the 
case being presented to them. 

Senator Munpr. As Chief of the section, then, you paid no atten- 
tion as to the nature of the report or the kind of report that came up 
or you never checked as to its validity or to its desirability, but your 
job was to get the reports out to them and to get them back to the 
Board, and if they were good, O. K., or if they were bad, O. K., that 
was not part of your work; is that right? 

Mr. Howarp. That was my responsibility, I would say, but it was 
all delegated to two of the best men that I had, and they devoted their 
full time to it. 
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Mr. Dickinson, who assigned the new applications for a long tine 
reviewed every report. 

Senator Munpr. That came back? 

Mr. Howarp. Sir? 

Senator Munpr. Every report that came back he reviewed / 

Mr. Howarp. Before we would return it or turn it in to the reviey 
committee, Mr. Dickinson reviewed it, made corrections in it, and if 
he saw fit he would have the examiner write it over to correct tec! 
nical mistakes. 

Senator Munpr. Did Mr. Dickinson do that job on this America 
Lithofold Corp. loan ? 

Mr. Howarp. Not to my knowledge. 

Senator Munpr. Now, you said you had two men do it. Who is thi 
other man? 

Mr. Howarp. The other man was Mr. Hendrick, but his job was ii 
the administration of outstanding loans and handling amendatory 
applications. 

Senator Munpr. Did he review this loan on its way back, to se: 
whether it was properly certified ¢ 

Mr. Howarp. Mr. Hendrick? 

Senator Munpr. Right. 

Mr. Howarp. No; it would not come to him at all. 

Senator Munpr. Well, Mr. Hendrick did not do it, Mr. Dickinso: 
did not do it, and you did not do it. 

Mr. Firanacan. I might say that Rochelle’s report on the first loa) 
was reviewed by Mr. Dickinson, who agreed with Rochelle. 

Senator Munpr. I am trying to find out about the second loan. Yo 
say you did not review it. 

Mr. Howarp. No, sir. 

Senator Munpr. And Mr. Dickinson, who normally had that fun: 
tion operating under you, as your assistant, you delegated him that 
particular job because you had a lot of other duties, and he did not 
do it? 

Mr. Howarp. That is right. 

Senator Munpr. And your other assistant, Mr. Hendrick, does 
not have that function lately. 

Mr. Howarp. No; I cannot answer for Mr. Dickinson about review 
ing it. I think you should let him tell you that. To my knowledge he 
never reviewed it. 

Senator Munpr. So far as your knowledge goes, then, as Chief o! 
the Board, your whole reviewing apparatus was completely bypasse:| 
when the second loan was sent up to the Board, is that right? A) 
if it not right, why is it not correct ? 

Mr. Howarp. Will you repeat that again, please ? 

Senator Munpr. Yes, sir. So far as you know, and I am talking 
about what you know now as the Chief, responsible for seeing that 
good businesslike job is being done by those under you who make the- 
recommendations. so far as you know those who checked the el 
ability and justification in their work were completely bypassed : 


this loan came back from those you looked to for recommendations to 


the Board ? 
Mr. Howarp. Yes, sir. 
Senator Munpr. That is all. 


Senator Hory. Proceed, Mr. Flanagan. 
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Mr. FranaGan. What made you think, or what made you state 
here on this record that this American Lithofold Corp. loan was a 
problem loan ¢ : 

Mr. Howarp. Due to my experience with loans, or with the loan 
back on 1945 and 1946. At that time I headed up, I was chairman 
of the review committee, and I handled it through the review commit- 
tee—shall I continue ? 

Mr. Fuanacan. Well, now, look, you are talking about the 1945-16 
loan ¢ 

Mr. Howarp. Yes. 

Mr. Fuanacan. I am not interested in that. I am talking about 
the loan in 1948. 

Mr. Howarp. Well, I am trying to give you the background of 
why I knew about the questionableness of the loan, because I learned 
during that time of the way the concern was being operated through 
the withdrawal for various things, through the sales agency, for one, 
here in Washington. 

Mr. Fuanacan. Well, that does not make it a problem loan. You 
knew it was a problem in 1944 and 1945. 

Mr. Howarp. That is right. 

Mr. Franacan. Did you think it was a problem loan in 1949? 

Mr. Howarp. I thought it was; yes, sir, 1 did. 

Mr. Franacan. Why did you think it was a problem loan in 19492 
That is what I am trying to get at, Mr. Howard. 

Mr. Howarp. Because I didn’t think they had corrected, or did not 
know that they had corrected the situation that existed in the com- 
pany. 

Mr. FranaGan. Well, was it a problem loan because it was difficult 
to handle in your section? That is what I want to know. 

Mr. Howarp. You mean the administration of the loan? 

Mr. FLanaGcan. I mean the administration of the loan, before it was 
approved by the Board in either March or September. 

Mr. Howarp. I don’t quite follow you there. 

Senator McCLettan. You mean that it was in process ? 

Mr. FranaGan. That is right, in the process of the loan within the 
RFC, was it a problem for your section ? 

Mr. Howarp. No; that would be mechanical, wouldn't it ? 

Mr. Franacan. Well, now, let’s see if it was mechanical. On the 
first loan that was finally approved in the amout of $80,000 in March 
of 1949, we found that from the time that loan came from St. Louis 
in December, until it was finally approved in March, it was declined 
by Mr. Rochelle and approved by Mr. Dickinson, declined by Mr. 
Herman and declined by Mr. Brodie. 

Now, Rochelle, Dickinson, Herman, and Brodie, all worked in your 
section, did they not ? 

Mr. Howarp. Yes, sir. Mr. Herman was attached to the review 
committee, or maybe he was not at that time. 

Mr. Fuanacan. But they all worked for you? 

Mr. Howarp. Yes, sir. 

Mr. Franacan. And they all declined that single loan? 

Mr. Howarp. That is right. 

Senator McCie..an. For the record, you said, Mr. Flanagan, or | 
think you said that the loan was approved by Mr. Dickinson. Mr. 
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Dickinson approved the report of the examiner declining the loan, as 
I understood it. 

Mr. Howarp. That is right. 

Mr. Fuanacan. Yes, sir; that is right. 

Now, did any one of these examiners, either Rochelle, Dickinson, 
Herman, or Brodie, ever discuss that loan with you? 

Mr. Howarp. No, sir. 

Mr. Fianacan. Now, going on to the handling of the second loan, 
Mr. Williams, who approved. that loan as an examiner, was one of 
your employes, was he not? 

Senator Munpr. Before that is answered, let me ask you one more 
question first. 

In Mr. Toole’s informative diary, on page 28, under the entry for 
February 4, 1949, we find this concluding statement where he says: 

With Ernest Howard, Charlie Lewis, Frank Prince, Chauncey Dodds, Ed 
Willett, and Chairman Hise on our side, I hardly see how we can fail to get the 
kind of loan we need. 

Were you on his side at that time ? 

Mr. Howarp. I never gave Mr. Toole any indication that I was for 
the loan or would recommend it. 

Senator Munpr. You never did personally recommend this loan? 

Mr. Howarp. No, sir. 

Senator Munpr. The only time that a loan was recommended by 
the people in your Division, apparently, was the time when you have 
just recently told me that it by passed you, and it bypassed ‘the man 
under you who normally would review it, is that correct? 

Mr. Howarp. Yes, sir. 

Senator Munpr. So you see no reason then why it should appear 
that you were on his side or any other side regarding the loan? 

Mr. Howarp. No, sir. 

Senator Munpr. You told me you did confer with Mr. Dodds, but 
I think you denied conferring with him about the loan, but you said 
you conferred with him : about whether or not you had ever conferred 
with him about the loan, is that right? 

Mr. Howarp. I think it was last 

Senator Munpr. When was that? 

Mr. Howarp. Yesterday a week ago, sometime during that week. 

Senator Munpr. About a week ago? 

Mr. Howarp. Yes, sir. 

Senator Munpr. Where did that conference take place? 

Mr. Howarp. Sir? 

Senator Munpr. Where did that conference take place / 

Mr. Howarp. In Mr. Dodds’ office in 1115. 

Senator Munpr. Is Mr. Dodds still with the RFC ? 

Mr. Howarp, Yes, sir. He is assistant to Mr. Pukowski, the Deputy 
Administrator. 

Senator Munpr. 


You went down there in the morning and talked 
with him about a week ago ¢ 


Mr. Howarp. No; not in the morning. 
afternoon, about 4:30. 

Senator McCLetuan. I believe that was the room number. 

Senator Munpr. Oh. 1115 was the room number? 

Mr. Howarp. That is right. 
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Senator Munpr. What time in the afternoon did you go down? 
Mr. Howarp. About 4: 30. 

Senator Munpr. About how long did you you confer with him? 

Mr. Howarp. Probably 10 minutes. I went down and asked him 
if I had ever discussed this loan with him, and he said “No.” 

Senator Munpr. Does he keep a diary, to be sure? 

Mr. Howarp. No, sir. 

Senator Munpr. It was just to the best of his recollection ? 

Mr. Howarp. That is right. 

Senator Munpr. Who else did you discuss with in the last week or 
2 weeks—who else have you discussed your part in these transactions 
with ¢ 

Mr. Howarp. I asked Mr. Rochelle, who handled the loan, if I had 
ever discussed a loan with him. 

Senator Munpt. What did he tell you? 

Mr. Howarp. He said “No.” 

Senator Munpr. No? 

Mr. Howarp. Yes. 

Senator Munpr. Who else? 

Mr. Howarp. Mr. Frank Williams, and he said, “No 

Senator Munpr. Williams. That is the St. Louis examiner? 

Mr. Howarp. Yes, sir. 

Senator Munpr. What did he say? 

Mr. Howarp. Sir? 

Senator Munpr. What did he tell you? 

Mr. Howarp. Frank Williams? 

Senator Munpr. Yes. 

Mr. Howarp. He said, “‘No.” 

Senator Munpt. No. Allright. Whom else did you discuss it «vith? 

Mr. Howarp. Mr. Brodie. 

Senator Munpr. Who is Mr. Brodie? 

Mr. Howarp. He is the man who wrote one of the reports. 

Senator Munpr. Favorable or unfavorable? 

Mr. Howarp. Unfavorable. 

Senator Munpr. What did he say? 

Mr. Howarp. He said, “No.” 

Senator Munpt. Whom else did you discuss it with? 

Mr. Howarp. I don’t recall having discussed it with anybody else. 
Mr. Dickinson, who worked for me, I have asked him about it. 

Senator Munpr. What did he say? 

Mr. Howarp. He knew no more about it than I did. 

Senator Munpr. All the people you talked with, then, told you that 
you had nothing to do with it? 

Mr. Howarp. Yes, sir. 

Senator Mcnpr. And your memory led you to believe that you had 
nothing to do with it? 

Mr. Howarp. That is correct. 

Senator Munpr. Therefore you had nothing to do with approving 
this loan? You never certified to it, and the man that you delegated 
the responsibility to do it did not? 

Mr. Howarp. That is correct. 

Senator Munopr. All right. 

Senator Hory. You may proceed, Mr. Flanagan. 
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Mr. Fianacan. Mr. Howard, going on now to the second loan, 
the large loan in the amount of $565,000, which was approved in 
September 1949, that loan, as you know, was handled by Exammer 
Williams. 

Mr. Howarp. Yes, sir. 

Mr. FLranacan. Who recommended the loan, and you have already 
testified that you did not know how the loan was assigned to Williams, 

Mr. Howarp. Yes, sir. 

Mr. Fianagean. Is it the usual procedure, or was it at that time the 
usual procedure in your Division for someone in the Division, either 
Mr. Dickinson or Mr. Hendrick, to approve the reports of the ex- 
aiminers in your Division ¢ 

Mr. Howarp. What do you mean by “approve” the report? Do you 
mean to approve the report or the recommendation ¢ 

Mr. Fianacan. Or the recommendation. 

Mr. Howarp. Mr. Dickinson, as I said a while ago, tried to review 
the reports for grammatical mistakes, but as to the recommendation, 
he made no recommendation.. 

Mr. Fiuanacan. You mean that Mr. Dickinson merely went over 
them to look at the grammar ? 

Mr. Howarp. To get the technical idea, if there were any mistakes 
in the set-up, or if all the information that was needed was in there 
as to financial statements, and all, before we sent it to the Review 
Committee. 

Mr. Fuanacan. Did he do that on every loan? 

Mr. Howarp. He tried to, but in lots of them, due to pressure of 
work, he could not do it. 

Mr. Fuanacan. I asked that because I noticed that the report of 
Mr. Williams was not reviewed by anybody in your Division. 

Mr. Howarp. Yes. 

Mr. Fianacan. Do you know why it was not reviewed? 

Mr. Howarp. No, sir; I do not. 

Senator Nixon. Is that customary practice ? 

Mr. Howarp. Sir? 

Senator Nrxon. Is that customary practice? 

Mr. Howarp. No, sir. 

Senator Nixon. Not to have it reviewed by anybody in your Divi- 
sion? Is that the customary practice ? 

Mr. Howarp. No, this review we are speaking of was just to see 
that the report was gotten up in proper shape, that all the informa- 
tion—I mean, that all the different paragraphs are filled in, which 

called for certain information. 

Senator Nixon. I understand that, but my question, is Is that 


ordinarily done? Is that review ordinarily given to loans in your 


Division ? 
Mr. Howarp. We have not been doing it lately, because we just 
have not had the time. 
Senator Nrxon. What was the practice at that time? 
Mr. Howarp. At that time it was the practice. 
Senator Nixon. It was the customary practice at that time? 
Mr. Howarp. Yes, sir. 
Senator Nixon. In the case of all loans: is that right? 
Mr. Howarp. Yes, sir. 
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Senator Nixon. Then this was an exception: was it not? 
Mr. Howarp. They were routed back to Mr. Dickinson, and he 
went over them and sent them on to the Review Committee, if they 
were in order. 

Senator Nixon. That is right. In other words, in this case, the 
fact that this loan did not receive what you call this customary re- 
view, that was an exception, is that right, to the practice that existed 
then ¢ 

Mr. Howarp. If it did not have some indication from Mr. Dickinson 
I would say “Yes.” 

Senator Nixon. Did it have any indication ? 

Mr. Howarp. Not to my knowledge. 

Senator Nixon. Not to your knowledge ? 

Mr. Howarp. No, sir. 

Senator Nixon. So far as your knowledge is concerned it had no 
review by your Division ? 

Mr. Howarp. That is right. 

Senator Nixon. And that was an extraordinary practice, is that 
right, or at that time it was? 

Mr. Howarp. That is right; yes. 

Senator Nixon. It was an exception to the general rule? 

Mr. Howarp. Yes, sir. There have been cases where there is a rush 
and the examiner would take it directly to the Review Committee, in 
real exceptional cases, but very few, to my knowledge, but I know 
nothing about what happened to this one. 

Senator Nixon. Did you try to find out what happened ? 

Mr. Howarp. When ? 

Senator Nrxon. Then. 

Mr. Howarp. No, sir. 

Senator Nixon. Do you know why this review was not made? I 
mean, why it did not go through the usual channels—this loan? 

Mr. Howarp. No, sir. 

Senator Nixon. Why your Division was bypassed ? 

Mr. Howarp. No, sir; I do not. 

Senator Nixon. Your Division was bypassed and this was an ex- 
ceptional practice, yet you made no inquiry to find out why that was 
the case? 

Mr. Howarp. That is what the record shows. 

Senator Nrxon. I am sorry for the interruption. Go ahead. 

Senator Hory, You may proceed, Mr. Flanagan. 

Mr. Fuanacan. The fact that your Division was bypassed on this 
loan, would that be one of the reasons why you might have told Mr. 
Toole that it was handled by the Board of Directors? 

Mr. Howarp. Well, I don’t know. I don’t recall having told him 
that in the first place, but it could have been. 

Mr. Franacan. If you did tell him that, that would be one of the 
reasons Why you told him that; would it not? 

Mr. Howarp. That would probably be my conclusion only. 

Mr. Franacan. Was it the usual practice for examiners in your 
Division to consult with members of the Board of Directors? 

Mr. Howarp. Yes, sir, when called upon; it has been done in many 
cases, 

Mr. FranaGan. If an examiner in your Division conferred with a 
member of the Board, would he ask your permission to confer / 
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Mr. Howarp. Not necessarily; no sir. 

Mr. Fianacan. Well, ordinarily, would he ask your permission? 

Mr. Howarp. No, sir. 

Mr. Fuanacan. Ordinarily would he advise you that he was going to 
the Board to confer ? 

Mr. Howarp. You mean to the Board ? 

Mr. Fianacan. I mean to a member of the Board. 

Mr. Howarp. No, sir. Lots of times it has happened and I knew 
nothing about it until probably a week or maybe a month later. 

Mr. Fuanacan. I said ordinarily would he tell you that a Board 
member wanted to discuss a loan with him? 

Mr. Howarp. No, sir. 

Mr. Fianaean. Ordinarily would he tell you after he had conferred 
with a member of the Board, that the member of the Board was in- 
terested in that case ? 

Mr. Howarp. It could be that he could have. There have been cases 
that they have; yes, sir. 

Mr. Ftanacan. What was the ordinary and usual procedure in that 
case? Would your employees tell you that a member of the Board was 
interested ¢ 

Mr. Howarp. Some of them would, and sometimes I would know 
nothing about it. But I do not think the men who wrote the report, 
unless there is some very unusual thing about it, I do not think they 
took it upon themselves to go to a member of the Board of Directors, 
unless they were called. 

Mr. Fuanagan. That is probably true, but if they were called you 
now say that in many cases they would not even tell you that they 
had been called. 

Mr. Howarp. That is correct, sir. 

Mr. Fianacan. From all this testimony of yours here today, Mr. 
Howard, it appears that you have very little recollection of any dis- 
cussions with Mr. Toole. ‘Can you now recall having any real know!- 
edge of the fact that this loan was in your Division at all in January 
and February of 1949 ? 

Mr. Howarp. January and February of 1949? 

Mr. Firanacan. That is right. 

Mr. Howarp. No, sir; I just do not. 

Mr. Fianacan. Do you mean to sit there and tell me now that you 
cannot even recall that the loan was in your Division / 

Mr. Howarp. It could have been in my Division. 

Mr. FuanaGan. It was in your Division ; wasn’t it / 

Mr. Howarp. Yes, that is correct. I say it could have been there, 
because of the fact that at that time we were having anywhere from 
50 to 100 applications on hand all the time, and there was quite a 
turn-over. 

Mr. Fianacan. This committee is interested only in getting the 
facts. 

Mr. Howarp. And that is what I want to give you, sir. 

Mr. Fuanacan. Mr. Toole has testified, under oath, after having his 
memory refreshed by the diary which he made at that time, his testi- 


mony and his diary clearly indicates, as the record shows, that he 


contacted you on numerous occasions in January and February of 
1949. and discussed some of the most intimate details of this loan 
with you; isn’t that correct 
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Mr. Howarp. That is what you are telling me. 

Mr. Franacan. Yes, sir. Now, you have known Mr. Toole for 
almost 20 years. 

Mr. Howarp. Yes, sir. 

Mr. Fuanacan. Can you think of any reason, or can you tell this 
committee any reason that you might know of as to why Mr. Toole 
would make statements in his diary that were not correct and were 
not true? 

Mr. Howarp. No, sir, I could not; I could not. 

Mr. Fianacan. Is he a man of honesty and integrity, so far as 
you know ¢ 
’ Mr. Howarp. So far as I knew and up to the moment; yes. 

Mr. Franacan. You have no information or reason to believe that 
he would lie to himself in his own diary 4 

Mr. Howarp. No, sir; I do not. 

Mr. Fuanacan. That is all. 

Senator Hory. Senator McClellan. 

Senator McCietxran. Mr. Howard, I have listened with a great 
deal of interest to your testimony, and assuming that everything that 
is in that diary is correct I don’t see that there is anything in that 
that particularly reflects upon you in the position you occ upied at that 
time. It seems to me that it is only a natural thing that a man whom 
you had known and had at least the working rel: itionships you have 
stated with for a period of 10 years in the same agency and in the 
same division of it, that when he became later disassociated from the 
RFC, and associated with a company that was an applicant for a loan, 
it seems to me that it would be the natural thing when he came here 
to Washington to look after the loan, to tr y to have it processed, when 
that application was in your division or in your department, that 
when he went to the RFC he would talk to you about it. I cannot 
see that there is anything wrong in it. 

I think that any applicant would have done the same thing, and if 
you have any recollection about those conversations I see no reason 
for you not just to say so frankly, because I see nothing wrong in it. 
I think any applicant who is seeking a loan, either from the RFC or 
from a bank or from any other loaning agency, during the processing 
of the application, when the examiners were looking it over, to make 
inquiry and find out if there is anything required or what was wrong 
with it that might be corrected, if it could not be approved. 

Now, I am a little bit puzzled that you take the position you can- 
not remember any of those things. I certainly would not expect you 
to remember them in detail, but it seems to me as though this is a 
natural thing, a proper thing, and nothing wrong with it, for the 
applicant to go there and discuss the matter with you. 

Mr. Howarp. I thought I had made myself clear on that, that Mr. 
Toole did come by to see me. I have not denied that he came by to see 
me. ’ 

Senator McCietian. Wouldn’t it be the natural thing, since you 
were Chief of that Division, for him to talk to you about the loan ? 

Mr. Howarp. Yes, sir; but I do not recall having discussed the 
intimate details of the loan, as to the set-up, at any time with Mr. 
Toole during that period. 

Senator McCLetan. During that period, did he express anxiety 
to you about the possibility of the loan being rejected, or because it 
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had been rejected or declined? Did he not ask you what he could 
do to straighten it out, what was lacking, or what was required? 

Mr. Howarp. He could have, but I dont’ recall it, sir. 

Senator McCietxan. Well, I can appreciate that possibly you have, 
as you said, maybe 50 applications or more pending at all times i) 
your Division along at that period, and that you naturally would 
not recall each individual loan, and certainly you would not recal| 
all of those who might have come to your office inquiring regarding 
their applications, but in this instance the situation is a little bi 
different, in that here comes someone to discuss the matter with you 
with whom you had worked and been closely associated in working 
relations for a period of 10 years in the office that you then occupied, 
and it does seem to me that that would enable you to remember more 
about the circumstances and the conversations pertaining to this 
particular application. Would it not? 

Mr. Howarp. It would seem that it would, but I just don’t remem- 
ber discussing the details of this loan with Mr. Toole. 

Senator McCie.ttan. What do you mean by “details”? 

Mr. Howarp. I mean, getting the docket and looking at the balance 
sheet and the past earnings, the net worth of the company, the with- 
drawals, and the past operating record over a period of years. That 
is what I mean when I am talking about the details. 

Senator McCiectan. You mean getting the file out and sitting 
down with Mr. Toole and talking with him about it ? 

Mr. Howarp. Yes, sir; that is what I mean. 

Senator McCietian. As to what the application and the support- 
ing documents indicate ? 

Mr. Howarp. Yes, sir. 

Senator McCrietian. That is what you mean? 

Mr. Howarp. That is right. 

Senator McC ietian. Well now, let’s approach it another way: 

It does seem to me that Mr. Toole, who was so interested in the loan 
on behalf of his employer, and who spent so much time in Washington 
and made so many visits to the RFC to inquire about it, and tried 
to expedite the processing of it to a favorable conclusion, it seems 
to me that the natural thing for him to do when he went out there 
with you as Chief of that Division would be to discuss it with you. 

Mr. Howarp. Yes, sir. 

Senator McCietzan. Wouldn’t that be a natural thing for him to 
do? 

Mr. Howarp. Yes, sir; it would. 

Senator McCiettan. And I may say that I see nothing in the 
world wrong with it. I think it would be quite proper and quite the 
natural thing to do. 

Mr. Howarp. In fact, that is one of my duties and has been. 

Senator McCrettan. That is right, and it is the duty that you per- 


form constantly—is it not ’—or that you did perform in that position 
at that time? 


Mr. Howarp. Yes, sir. 
Senator McCLetLaAn. When applicants came there to inquire about 
the loan. many of them discussed the matter with you ? 


Mr. Howarp. Yes, and they have been doing it over a period of 
years. 
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Senator McCieLttan. How many, would you say, in the course of a 
year, along about that time, how many applicants, or those represent- 
ing applicants being interested in applications pending talked to you 
about different loans? 

Mr. Howarp. I would say that during that period—and, of course, 
you will have to appreciate this is just an estimate on my part—— 

Senator McCuetian. I understand, but you would have a better 
idea, maybe, than we would. 

Mr. Howarp. I would say that, on the average, I talked to from 
7 to 10 borrowers or would-be borrowers 5 days a week. 

Senator McCiettan. You mean seven each day for 5 days a week? 

Mr. Howarp. Yes, sir; that is right. 

Senator McCteian. I think probably that is a fair estimate. And 
in the course of that, now, trying to recall back 3 or 4 years ago 
what actually occurred with reference to a particular loan, it w ould 
be very difficult for you to do so if you did not keep a diary. 

Mr. Howarp. I had no time to keep a diary. 

Senator McCretian. You did not keep a diary; and therefore you 
have to depend upon your recommendation. 

Mr. Howarp. I did keep a record of every visitor, and for the 
past couple of years I would say that I write a memorandum on every 
visitor who comes in. 

Remember, there are not only borrowers, but I talked to other 
people who are seeking information as to the RFC lending policies. 

Senator McCietxan. You have prospective borrowers who come in 
there inquiring how to process an application, do you not ? 

Mr. Howarp. Yes. Just as an example, on last Monday I talked to 
14 representatives of different business concerns, by actual count, 
and I had to write 14 memorandums on it. 

Senator Nixon. May I interpose a question at that point that bears 
on this matter? 

Senator McCrietian. Yes. 

Senator Nixon. You say you interviewed 14 people on Monday. 

Mr. Howarp. Yes, sir. 

Senator Nrxon. How many of the people that you saw were friends 
of long standing of 20 years? 

Mr. Howarp. Not any. 

Senator Nrxon. None of them? 

Mr. Howarp. No, sir. 

Senator Nrxon. All right, Mr. Chairman. 

Senator McCrenian. I think your manner of testifying, the way 
you speak with such reservation and doubt, probably do you an 
injustice. I mean, it leaves the impression that maybe there is 
something you are trying to conceal, and I don’t think you are, 
but it does strike me that you could have a little more memory 
about a case of this kind, where someone like Mr. Toole, who had 
been associated with you for so long, when he would come in to 
discuss these matters with you, that you could recall a little more 
about this particular loan than you would the average loan. 

Now, for instance, you say that you were never in the office 
with Mr. Toole and discussed the matter with Mr. Hise. I under- 
stand Mr. Hise’s testimony, which I recall, and which probably 
would be a natural thing, that when someone came to discuss the 
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loan with him that he would send out and call in the examiner 
or call in someone who was handling it, where it was being proc- 
essed, and possibly discuss it with the applicant there or refer 
him to the one who was handling it or to the department that was 
handling it for further discussion. 

I cannot see that there is anything wrong if Mr. Toole went in 
to see Mr. Hise, as he says he did, but Mr. Hise may have called 
you in and said that he would take this matter and go out and 
discuss it with Mr. Toole. I see nothing wrong in that. 

Now, can you remember whether that occurred or not? 

Mr. Howarp. I do not remember having been called. Now, you 
must remember that there were at that time three men who were 
my superiors in the office of loans. They handled most of the 
contact work with the Board upstairs, because I had more to do 
than I could do in my own little shop. 

Senator McCiexxian. I can appreciate that you might not have 
been called in at all. I am not certain of that, and that is of very 
little importance. 

But, if you were called in and were in the office with Mr. Hise 
and Mr. Toole at the time when Mr. Toole was talking to Mr. Hise 
about this matter, it does seem to me that you could remember that, 
and there would be nothing wrong in it. 

Mr. Howarp. I think I would remember, sir, if I had been. 

Senator McCietxan. Well, I can hardly see why Mr. Toole would 
make such a record in his diary back 2 or 3 years ago, or 4 years 
ago, if the incident did not happen. I don’t see what purpose it 
would serve or what thought he could have had in mind, and I do 
feel that I can make allowances for your not remembering many 
things about different applications, and probably remembering prac- 
tically nothing about many of them; but, with a circumstance like 
this, if you could not remember, I would not be able to rely much 
on the few things you said you do remember. I mean, it would 
throw doubt upon it. 

I am trying to be helpful to you. 

Mr. Howarp. Yes, sir. I appreciate it. 
the truth, and I am trying to tell the truth. 

Senator McCiettan. And I don’t want you to tell anything else, 
and if you stand upon this record I don’t see anything that has been 
said here that reflects upon you in any way whatsoever. The fact that 
they bypassed you with the last loan is not your fault, if that actually 
happened, and the fact that you may have discussed with Mr. Toole a 
number of times and advised him about the situation, I see nothing 
wrong in that, unless you were prohibited from doing so by your su- 
periors, and I assume that you were not, because you say you saw about 
¢ people each day, 5 days a week. So, I assume that you had com- 
plete authority to do it, and that it was part of your responsibility. 

I can well understand in my own thinking Mr. Toole going back 
there, knowing you as he did, and having worked with you, in all 
probability talking to you about this loan a number of times. 

Now, do you say he did or did not ? 

Mr. Howarp. As to the details of it— 

Senator McCietxan. I don’t know what you mean by the details. 
Did he talk to you about the loan and ask you how it was getting 
along, and what else was needed on it, or anything in that regard? 


But I want to tell 
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Mr. Howarp. He could have; yes, sir. 
Senator McCLe.tian. Well, he says he did. Do you say that he did 
not ¢ 

Mr. Howarp. I am not saying he did not ask me as to that. 

Senator McCiettan. Why can’t you remember that ? 

Mr. Howarp. Sir, I cannot remember, and I will not make any 
statement unless I am pretty sure of what I am talking about. 

Senator McCietntan. That is all, Mr. Chairman. 

Senator Hory. Are there any further questions ? 

Mr. FianacGan. I have just a couple here. 

Senator Munpr. Mr. Chairman. 

Senator Hory. Senator Mundt. 

Senator Munpr. Mr. Howard, I have just a very few questions, and 
they are very short, but they are pretty important questions on which 
your memory should be very good. These same questions were asked 
of the witness yesterday, and the answers given were very startling 
with their quick results, and I hope that there are not going to be the 
same results in your case, but I am asking these questions because we 
have evidence in our files that some of the people in this picture re- 
ceived gratuities from this company, the value of which was greater 
by far than that of a 5 days’ vacation in Wisconsin, and I am inter- 
ested in knowing from the witnesses who testified under oath, those 
who are involved. 

I will ask you, first, did you ever receive any gifts or any gratuities 
of any kind from anybody connected with the American Lithofold 


Corp. ! 

Mr. Howarp. I went to lunch with Mr. Toole probably three times 
from 1945 up through to this period. In 1948, sometime during 1948 
or 1949, Mr. Toole, after he had married a second time—— 

Senator Munpr. Will you talk a little louder, please ? 

Mr. Howarp. I am sorry. I said that sometime during 1948 or 
1949—and I am gaging that by moving into this new home in early 
1948—he invited my wife and I to dinner at the Washington Hotel. 

As to receiving any gifts or gratuities, I did not. 

Back in 1945, in the other dealings, Mr. Toole gave me one quart 
of liquor. 

Senator Munpr. That is when you were both still in the RFC? 

Mr. Howarp. No, sir; that was when we were negotiating, when he 
was working on a loan through his New York office, which I did not 
use, because I was not drinking liquor, and I passed it on to some 
friend of mine. That is the only gratuity or gift that has ever taken 
place between us. 

Senator Munpr. You are sure of that? 

Mr. Howarp. Yes, sir. 

Senator Munpr. Did you ever receive any gift or any gratuity from 
a Mr. Cecil Green ? 

Mr. Howarp. No, sir. 

Senator Munpr, Do you know Mr. Cecil Green ? 

Mr. Howarp. No, sir: I do not. 

Senator Munpr. You know that you did not receive any gift from 
him ¢ 

Mr. Howarp. I know that I did not. 

Senator Munpr. Did you ree eive any gift or any gratuity from any 

other official of or representative of the American Lithofold Cor p.! 
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Mr. Howarp. No, sir. 
Senator Munpr. Well, then, I would say that you are pretty wel] 
over the man-killing hurdle, but I have got a couple of more questions 
that I would like to ask you. 

You answered the other question that it was perfectly understand 
able that people who have business with you do it at luncheons 0: 
during the lunch hour. They will call you up, and you have lunch and 
discuss it. 

Mr. Howarp. That is right; probably three times, and that goes 
back through the period of years there, don’t you see. I didn’t have 
lunch with him at any time, to my recollection, during the 1948 or 
1949 era; let us call it that. 

Senator Munpr. Well, now, one other question. Have you received 
any telephone calls from Mr. William Boyle, the chairman of the 
Democratic National Committee ? 

Mr. Howarp. No, sir. 

Senator Munpr. Do you know Mr. Boyle? 

Mr. Howarp. No, sir. 

Senator Munpr. Have you received any phone calls in connection 
with RFC business from anybody identifying himself as a member of 
the Democratic National Committee or known by you to be such? 

Mr. Howarp. No, sir. 

Senator Munpr. Never? 

Mr. Howarp. No, sir; never. 

Senator Munpr. That is all, Mr. Chairman. 

Senator Hory. Stand aside, sir. 

Senator Nixon. Mr. Chairman, I am sorry. 

Senator Hory. Senator Nixon. 

Senator Nixon. Following Mr. Mundt’s question, do you know Mr. 
Turney Gratz? 

Mr. Howarp. How was the last name? 

Senator Nixon. Gratz, G-r-a-t-z. 

Mr. Howarp. Gratz? 

Senator Nrxon. Yes. 

Senator Hory. He was at one time connected with the Democratic 
National Committee. 

Mr. Howarp. I never knew him, though, I never knew him. I 
vouldn’t know him if I would see him now. 

Senator Nrxon. Has he ever discussed any business with you? 

Mr. Howarp. No, sir. 

Senator Nrxon. Have you ever had any other relationships with 
him? 

Mr. Howarp. No, sir, never been in my office. 

Senator Nixon. Do you know Mr. Gray Leslie? 

Mr. Howarp. Gray Leslie? 

Senator Nrxon. Yes, sir. 

Mr. Howarp. Never heard the name before. 

Senator Nixon. Do you know Mr. Robert Moore ? 

Mr. Howarp. No, sir. 

Senator Nrxon. Do you know Mr. Jim Finnegan ? 

Mr. Howarp. No, sir. 

Senator Nixon. Do you know Mr. Max Siskind? 
Mr. Howarp. No, sir. 
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Senator Nixon. Do you know Mr. Merl Young? 

Mr. Howarp. Yes, sir. 

Senator Nixon. How long have you known him? 

Mr. Howarp. In fact, he worked in my division prior to ee 
the RFC. He worked as an examiner there, more or less a junior 
examiner, for a few months. Then he was transferred to the hs sndliiy. 
as I understood it, of the Lustron loan. He only worked for me for 
a period of, I don’t know, just a few months, probably 6 months. 

Senator Nrxon. Have vou seen him since he left the employ of the 
RFC ? 

Mr. Howarp. No, sir. 

Senator Nrxon. Have you talked to him? 

Mr. Howarp. No, sir. 

Senator Nixon. You have had no telephone conversations and you 
have not heard from him ¢ 

Mr. Howarp. No, sir. 

Senator Nixon. No relationships whatever ? 

Mr. Howarp. Probably a couple of years ago I met him going 
ihrough the lobby of the RFC building. I have not had any dealings 
with him in any way. 

Senator Nixon. You said that on Mond: av you had 14 conferences 
on loans and that you made a memorandum of each conference, is that 
correct ¢ 

Mr. Howarp. Yes, sir. 

Senator Nixon. Is that your standard practice, to make a mem- 
orandum of each call that comes into the office ¢ 

Mr. Howarp. Yes, sir. 

Senator Nixon. Now, earlier today you have been questioned con- 
cerning the entries in Mr. Toole’s diary, and in order to refresh your 
memory, I wonder if you have checked with your office diary to see 
whether or not you made memoranda concerning your conversations 
with Mr. Toole i - the office. 

Mr. Howarp. I did not keep them after 1949. I mean, I keep them 
about a year behind. I have none for prior _ 1949. 

Senator Nixon. Do es have it for the year 1949 ¢ 

Mr. Howarp. No, sir; I do not. 

Senator Nixon. You do not have them for the year 1948, then ? 

Mr. Howarp. No. : 

Senator Nixon. You have no memoranda, then, dealing with that 
matter ¢ é 

Mr. Howarp. Unless they would be in the file of the borrowing 
company, if they applied for a loan. 

Senator Nixon. As to the meetings with Mr. Toole. described on 
December 21, 1948, December 23, 1948, January 6, 1949, a telephone 
call on January 14, 1949, and a meeting at which Mr. Hise was also 
present on January 14, 1949, you have no memoranda which would 
retresh your memory as : whether those meetings took place ? 

Mr. Howarp. No, sir; I do not. 

Senator Nrxon. And you have no independent recollection of any 
of those meetings taking place ? j 

Mr. Howarp. That is right. 

Senator Nixon. You don’t recall one way or the other? 

Mr. Howarp. That is right. 





364 INFLUENCE IN GOVERNMENT PROCUREMENT 


Senator Hory. I believe you said, Mr. Howard, that this memo- 
randum or this diary that you make, you only began making that some 
short time. ago ? 

Mr. Howarp. That is right. 

Senator Hory. And you had not done that at the time of these 
transactions back there? 

Mr. Howarp. Well, that is universally, I mean, everybody for the 
past year, probably everybody has been required to write a memo- 

randum. 

Senator Hory. But I say, that has—or rather, you say that that 
has been in vogue for the past year? 

Mr. Howarp. Yes. 

Senator Hory. You were not keeping that back at the time of these 
transactions ? 

Mr. Howarp. I did keep it myself back through from 1944, I kept 
it for my own individual use. 

Senator Horry. What did you keep? 

Mr. Howarp. I made a memorandum of the company and the man I 
talked to, and a brief of just what was discussed. 

Senator Horry. All right. Now, have you examined those memo- 
randa touching the period in 1949 when this loan was under discus- 
sion ¢ ‘ 

Mr. Howarp. As I said, they have all been destroyed. I have moved 
my offices. 

Senator Horny. Oh, I see, and you did not have those available to 
refresh your memory ¢ 

Mr. Howarp. No, sir. 

Senator Nixon. Could I ask one other question? You men- 
tioned a moment ago that you had discussed, prior to your appearance 
today, this loan with various examiners and others who might have 
had something to do with it. Have you discussed with any of the 
former directors of the RFC this matter? 

Mr. Howarp. No, sir. 

Senator Nixon. Have you discussed it with Mr. Hise? 

Mr. Howarp. No, sir. 

Senator Nixon. Or Mr. Dunham? 

Mr. Howarp. No, sir. 

Senator Nrxon. Mr. Willett? 

Mr. Howarp. No, sir. 

Senator Nixon. Have you ever discussed your testimony that you 
are giving here today with any individual other than the ones you 
have already mentioned that you discussed it with? 

Now, listen to this question carefully, because it is important ; 

Have you discussed the testimony that you are giving here today 
with any individual, other than the ones you have prev iously testified 
that you have already discussed it with? 

Mr. Howarp. You mean all of the testimony I have given here to- 
di av ¢ 

Senator Nrxon. Yes, or any part of it, in the process of attempting 
to refresh your memory, or for whatever purpose, with whom in addi 
tion to the people you have previously mentioned have you discussed 
the testimony you are giving today? 

Mr. Howarp. I could have. I did discuss it, as I recall, briefly, with 
Mr. Hendrick. 
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Senator Nrxon. With Mr. 
Mr. Howarp. Yes, sir. 
Senator Nrxon. What was the purpose of that conversation 
Mr. Howarp. Just a general run, in fact, I was asking him if he 

remembered anything about it. 

Senator Nrxon. He didn’t remember anything either, did he? 

Mr. Howarp. No, sir. 

Senator Nixon. You have not found anybody at the RFC who re- 
membered anything about this loan, have you! Nobody remembers 
it,do they? Have you found anybody that remembers anything about 
it ¢ 

Mr. Howarp. Well, I found the examiner who wrote the report. 

Senator Nixon. He had his report ? 

Mr. Howarp. Yes. 

Senator Nixon. Have you found anybody else ? 

Mr. Howarp. No, I have not. 

Senator Nixon. All right. Did you discuss your testimony with 
anyone else besides Mr. Hendricks? 

Mr. Howarp. I think, I am sure I discussed it with Mr. Dickinson. 

eet: Whoelse? 

Mr. Howarp. I discussed it briefly last night with Mr. Griffin, one 
of the men who is mentioned in the diar y. 

Senator Nixon. Have you disc ‘ussed it with Mr. Toole? Those are 
the only people that; you can recall now ? 

Mr. Howarp. That is all I can recall. 

Senator Nrxon. That is your testimony, that those are the only 
people that you have discussed any of the facts bearing upon your 
testimony W ith tod: ay, is that correct ? 

Mr. Howarp. I probably discussed it with my wife a little last night. 
I asked her whether he went to the W ashington Hotel for dinner with 
Mr. and Mrs. Toole, and when it was, trying to get the approximate 
date of that. 

Senator Nixon. That is the extent of your recollection ? 

Mr. Howarp. Yes, sir. 

Senator Nrxon. On that point ? 

Mr. Howarp. Yes, sir. 

Senator Nrxon. Thank you. 

Senator Hory. Stand aside. 

Mr. R. G, Dickinson. I will say that Mr. Dickinson has to be in St. 
Louis on Monday, and we will t: ake his testimony today. I think it 
will be short, and if we can get through with this it will be helpful. 

Senator McCLeiuan. Off the record. 

(There was discussion off the record. ) 

Senator Hory. Will you hold up your right hand, Mr. Dickinson. 

Do you solemnly swear that the testimony you shall give in this cause 
will be the truth, the whole truth, and nothing but the truth, so he Ip 
you God ? 

Mr. Dicxrnson. I do. 


Hendrick ? 





TESTIMONY OF RUFUS G. DICKINSON, EXAMINER, 
RECONSTRUCTION FINANCE CORPORATION 


Senator Hory. Mr. Dickinson, will you give your name, your ad 
dress, and your position to the reporter. 
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Mr. Dickinson. Rufus G. Dickinson—that is spelled D-i-e-k-i-1 
s-o-n, and not Dickerson, as Mr. Williams had it in his memorandun, 

My address is 3700 Massachusetts Avenue NW., Washington. 

Senator Hory. Are you gentlemen through now with taking pic- 
tures? Evidently they are. 

What position do you hold with the Reconstruction Finance Cor- 
poration ? 

Mr. Dickinson. I aman examiner. 

Senator Hory. How long have you been with the Reconstruction 
Finance Corporation ? 

Mr. Dickinson. Almost 18 years. 

Senator Hory. Have you been an examiner during all of that time / 

Mr. Dickinson. Yes. That has practically been | my classificatio 
However, for a period I served with the title of Assistant Chief under 
Mr. Howard, in charge of new loan applications. 

Senator Horr. Now, Mr. Dickinson, during the period that you were 
serving as Assistant Chief, did this application or report on it, from 
the American Lithofold Corp., the report from the examiner come 
before you for your examination or approval? 

Mr. Dickinson. The application which was made in December 1948, 
came to me, and I made ‘the assignment to Examiner Rochelle. 

Senator Hory. All right. Now, what further connection did you 
have with that report, or that case, in your official capacity ? 

Mr. Dickinson. Well, in connection with this particular report, | 
reviewed Mr. Rochelle’s report, and the agency examiner’s report, anid 
I concurred in his recommendation that the application be declined. 

Senator Hory. I see. Now, that was the report that was filed on 
what date? 

Mr. Dickinson. It was in December 1948. 

Senator Hory. Do you have a record as to when it was that you 
reviewed it and recommended or approved the recommendation that it 
be declined that was made by Mr. Rochelle? 

Mr. Dicx1nson. January 13, 1949, is the date of the declination. 

Senator Horry. You passed on it at that time? 

Mr. Dickinson. That is right. 

Senator Horry. Did you have any further connection with that loan 
in the matter of having the report submitted to you or being passed 
upon by you? 

Mr. Dicxrtnson. Well, after that applicaiton was declined, it was 
reconsidered, and it was passed from one examiner to another. | 
have not kept a diary, and my memory is a little hazy about some of 
the things that happened. I think I made the statement to someone 
that I did not assign it to any of the other examiners, but my memory 
has been refreshed, and I think I directed my secretary at that time 
to send it to Mr. Brodie. 

Senator Hoey. All right. 

Mr. Dickinson. Other than that assignment, I don’t recall any- 
thing. 

Senator Hory. Now, after it was assigned to Mr. Brodie, do you re- 

call having the report back for your “consideration later after the 
changes had heen made in it? 

Mr. Dicxtyson. No; I had nothing further to do with that applica- 
tion. 
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Senator Hory. All right. Now, this loan was made on March 3, 
I believe, 1949—well, I will strike that question. 

For the benefit of the other witnesses here, no other witness will 
be called today, and therefore the witnesses who have been supenaed 
here need not return until Monday, when we will have another session 
at 10 o’clock Monday morning, and Mr. Dickinson is the only witness 
who will be called upon today, so any of the other witnesses may be 
excused. 

Now, Mr. Dickinson, did you have any further review of any report 
on this loan after March 3, 1949? 

Mr. Dicxrnson. None after January 13, 1949, which was the date 
that I concurred with Mr. Rochelle. 

Senator Hory. On the first loan ? 

Mr. Dickinson. Yes. 

Senator Hory. With reference to the loan later made in September 
in which the larger loan of $565,000 was made, that did not come to 
you at all for review ? 

” Mr. Dickenson. No, it did not. 

Senator Hory. You did not pass upon that in any way? 

Mr. Dickrnson. No, sir. 

Senator Horry. Mr. Dickinson, has anybody discussed this loan with 
you, outside of those in the Reconstruction Finance Corporation / 
~ Mr. Dickenson. No, there has not. 

Senator Hory. Have you had any call from Mr. Boyle or anybody 
connected with the Democratic National Committee, or any outside 
people, with reference to this loan to the American Lithofold Corp. ? 

Mr. Diexrnson. I have not. 

Senator Hory. You may proceed, Mr. Flanagan. 

Mr. Franacan. Mr. Dickinson, as I understand it, you assigned this 
loan to Mr. Rochelle, and later to Mr. Brodie, is that true ? 

Mr. Dicxrnson. First to Mr. Rochelle. 

Mr. Franacan. And then to Mr. Brodie / 

Mr. Dickinson. Yes; when it was being reconsidered. 

Mr. Fuanacan. Reconsidered / 

Mr. Dickinson. As I recall, someone passed the word on to me 
to have a report written for the Board’s consideration, and Mr. Brodie 
prepared that report. 

FLANAGAN. Now, in addition to this loan being handled by 
Rochelle and Brodie as examiners, I think you are familiar from look- 
ing at the records that Mr. Herman, Mr. Anderson, and Mr. Dodds 
also either wrote reports or made suggestions or recommendations In 
connection with the loan. 

Mr. Dickinson. I found those memorandums in the record, yes, sir. 

Mr. Franacan. Now, based upon your experience as an assistant 
chief of that division at the time, was that an ordinary practice to 
have so many different people consider a loan? 

Mr. Dickinson. Well, with respect to a declined loan, it very often 
happened, if there was pressure on it, or I might say persistence on 
the part of the applicant, it was passed around sometimes from one 
examiner to another. 

Mr. Fuanacan. Why would they do that ? 

Mr. Dickinson. Why was it? 

lr. FuanaGan. Yes. 
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Mr. Dickinson. Well, I think probably to get the different view- 
points. Some of them would decline it for one reason, and some prob- 
ably for another. 

Mr. Fuanacan. To your knowledge at any time during the handling 
of this loan in 1948 or 1949, was there any pressure brought in con- 
nection with this loan ?¢ 

Mr. Dickinson. Was there any pressure / 

Mr. Fuanacan. Yes. 

Mr. Dickinson. Not on me. 

Mr. Fianacan. Did you know of any? 

Mr. Dicxryson. No, sir, I really don’t know of any. 

Mr. FuanacGan. In September or August of 1948, when this loan 
was assigned to Mr. Williams, was it your duty at that time to assign 
loans ¢ 

Mr. Dicxtnson. Yes, it was. 

Mr. FLtanacan. And you say you did not assign it to Mr. Williams! 

Mr. Dickinson. No, sir; I did not. 

Mr. FuanaGan. Do you know why you did not assign it to Mr. 
Williams ¢ 

Mr. Dicktnson. No; I did not see the application. 
out about it after he received it and was ohne on it, 

Mr. Fuanacan. Do you know how he got assigned to the loan? 

Mr. Dickinson. I do not. 

Senator Munpr. Was it an unusual procedure for you not to know 
when and how those loans were assigned ? 

Mr. Dickinson. Well, there were a few instances in which an ap- 
plication would come into the office, and the applicant might be there 
ahead of the application, and Mr. Howard, Mr. Dodds, or Mr. Prince 
might ask that the application be sent over for a review, and there 
might be a conference with the applicant prior to the assignment. 
During that conversation they might call in an examiner, and he 
would be the logical one to assign it to then, and they would give it to 
him, and I would be advised of it later. 

Senator Munpr. How much later? 

Mr. Dickrnson. I beg your pardon? 

Senator Munpr. How much later, the next day or so? 

Mr. Dicxrnson. Oh, sometimes I just happened to find it out. Ina 
few cases I complained about it. 

Senator Nixon. This was not the usual procedure, then, was it? 

Mr. Dickinson. No, it was not the usual procedure. 

Senator Nixon. In fact, it was an unusual procedure? 

Mr. Dickinson. It happened a good many times with respect to 
loans that were being reconsidered. 

Senator Nixon. Or on which pressure was being exerted ? 

Mr. Dickinson. Applicants came to Washington and were on the 
ground, and they contacted Mr. Howard, Mr. Price, or Mr. Dodds. 
and sometimes the Directors direct. 

Senator Munpr. It was just one of those cases where you just hap 
pened to find it out, was this one of them ? 

Mr. Dickinson. Well, I don’t remember, Senator, whether I hap- 
pened to find it out or not. I just know that I did not make the assign- 
ment, 
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Senator Munpr. You know that you were not told it was being 
assigned, but you don’t know how you happened to Siaddwas: that it 
had been assigned. 

Mr. Dicktnson. I don’t recall that; it was just another loan to 
me. 

Senator Munpr. That is all. 

Senator Hory. Senator McClellan. 

Senator McCLetian. I have no questions. 

Senator Hory. Are there any further questions / 

Senator McCetian. Well, let me ask you, on the large loan, the 
final one that came through, did you handle that in anyway at all? 
That is the one in 1949, I believe. 

Mr. Dickinson. Would I handle it / 

Senator McCiettan. Did you handle it in any way? 

Mr. Dickinson. Re ‘peat your question, Senator, please. 

Senator McCietian. The one, I believe, September 1949, the last 
application for the large loan, did that come under your supervision 
In any way?! 

Mr. Dickinson. It was my duty to assign all new loan applications, 
but as I said, I did not assign that application, and I never saw it at all. 

Senator McCLetian. That is the point I want to make. 

Mr. Dickinson. I later learned what ection was taken on it. 

Senator McCLe.nan. Is that the application you have been talking 
about, the last one, or was it the first ¢ 

Mr. Dicxtnson. No, it is the last one. I assigned the first applica- 
tion to Mr. Rochelle. 

Senator McCLe.t.aNn. So it is the last one you have been referring 
to in your testimony here ¢ 

Mr. Dickinson. That is right. 

Senator McCientian. As to how it was assigned and all that, you 
did not assign it ? 

Mr. Dickinson. That is right. 

Senator McCietian. Thank you. 

Senator Hory. Are there any further questions ? 

Senator Munpr. Yes. See if lam straight on this: We are talk- 
ing about the first loan now, and the first loan application came in 
from American Lithofold and you assigned that to Mr. Rochelle, and 
Mr. Rochelle subsequently turned it down, and you approved his re- 
jection, is that right ? 

Mr, Dicktnson. That is right. 

Senator Munpt. We are still with the first loan. Did you have any 
other contact with the first loan after that ¢ 

Senator Hory. He said that he reassigned it. 

Mr. Dickinson. Well, Mr. Toole refreshed my mind with respect 
to one thing that happened, yesterday, that I did not recall, and 
that is that Idid meet him in the corridor, and he asked me if I knew 
what happened to his loan, and I told him that Charlie Griffin had 
told me it was not presented. I heard that in his testimony, then 
recalled the incident. 

Senator Hory. Coming back to Senator Mundt’s question, vou did 
refer to Mr. Brodie after Mr. Rochelle ? 

Mr, Dicxrnson. That is right. 

Senator Munpr. You did refer to Mr. Brodie ¢ 
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Senator Hory. He testified to that a while ago. 

Senator Munpr. ITamsorry. I misunderstood him. 

After Mr. Rochelle had rejected it, and you had approved the re- 
jection, you then referred it to Mr. Brodie ¢ 

Mr. Dickrnson. That is right. 

Senator Munpr. What impelled you to refer it back to Mr. Brodie / 

Mr. Dickrnson. Why did I? 

Senator Munpr. Right. 

Mr. Dickinson. It was up for reconsideration, and the word was 
passed on to me from someone, I don’t know who it was. 

Senator Munpr. Mr. Toole? 

Mr. Dickinson. I don’t know who told me, but I was requested to 
have an examiner prepare a report. 

Senator Munpr. Somebody over you in the RFC requested that ? 

Mr. Dicktyson. Yes; I don’t remember who told me, but I know 
that the application was being kicked around and being discussed. 

Senator Munpr. Ail right. 

Mr. Dickrnson. And considered. 

Senator Munpr. So you had it referred to Mr. Brodie. 

Mr. Dickinson. That is right. 

Senator Munpr. Did you subsequently review Mr. Brodie’s find- 
ings ? 

Mr. Diextnson. No, sir; I did not. 

Senator Munpr. What happened to them? 

Mr. Dickrtnson. What happened to it? 

Senator Munpr. Yes. 

Mr. Dickrnson. It went direct to the review board, or the review 
committee, as it was called at that time, and they reviewed it. 

Senator Munpr. What did they do with it? 

Mr. Dicktnson. I believe the record shows that they recommended 
that it be declined. 

Senator Munpr. That it be declined ? 

Mr. Dickrnson. Yes. 

Senator Munpr. But that did not come back to you? 

Mr. Dicxrtnson. No, sir. 

Senator Munpr. Why would the first rejection come back to you. 
the one from Mr. Rochelle, and the second rejection from Mr. Brodie 
detour you? 

Mr. Dickxtnson. Well, it is necessary to explain the procedure there 
to reach that answer. With respect to loan applications that had been 
declined, unanimously, in the agency and by the assigned examiner. 
it had been customary, as directed, for me to review those reports and 
make a recommendation. 

But if a formal report were to be written to the Board, notwith- 
standing those previous rejections, why then I did not review those 
reports except as Mr. Howard states sometimes for the purpose of 
correcting errors or some phraseology. 

Senator Munpr. Normally, then, did you ever look at those reports 
or did you not at that time? 

Mr. Dickinson. Well, a number of the senior examiners’ reports. 
I hardly ever looked at them after they were written. 

Senator Munpr. That was part of your responsibility, according to 


Mr. Howard. 
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Mr. Dickinson. It was a practice to review those, but it was a 
cursory review. 

Senator Munpr. That is right, it was the practice, and sometimes 
the urgency of heavy business caused it to be violated, but the common 

yractice was for you to have at least a cursory look at those reports. 

Mr. Dickinson. Yes, sir, but I would say with respect to both Mr. 
Williams and Mr. Brodie, who were senior examiners, that I hardly 
ever looked at their reports. 

Senator Munpr. So you did not see this report again / 

Mr. Dicktnson. No, sir, 

Senator Munpr. What other contact did you have with that first 
Joan which ultimately was approved after a telephone call downtown / 

Mr. Dickinson. Nothing whatever. 

Senator Munpr. Your complete contact was in referring it to 
Rochelle, reviewing his findings and agreeing that the rejection should 
be carried, and then referring it to Mr. Brodie and having it passed 
up to the Review Board without your seeing it again, and that Re- 
view Board, or Brodie, or both, again rejected it, and you had no other 
contact with that first loan? 

Mr. Dickinson. I don’t recall any other contact that I had. 

Senator Munpr. So the first loan which was ultimately approved 
entirely detoured your whole shop? 

Mr. Dicxrnson. The first loan ? 

Senator Munoprt. The first loan. 

Mr. Dickinson. No, it was in the Business Loans Division. The 
report was written by Mr. Brodie, who is assigned to that Division. 

Senator Munpt. That is right, and he rejected it, and the loan was 
ultimately approved, so I say that the approval of that loan was done 
without passing through your hands or through your shop or the cus- 
tomary channels ? 

Mr. Dickinson. We may have skipped a cog there. The loan comes 
back through my office for checking, but what I meant to say was that 
I did not review his report. 

Senator Munpr. Whose report ? 

Mr. Dickinson. Mr. Brodie. 

Senator Munor. Mr. Brodie rejected it, you said. 

Mr. Dickinson. I am not saying that I approved it. I said that I 
did not review it. 

Senator Munpr. Correct. I am not saying that you did approve it 
either. But I am saving that since the loan was ultimately approved, 
and the American Lithofold Corp. got its money, your testimony 
clearly shows that that loan was approved without ever having been 
approved by vou or the people in your shop who normally approved 
loans of that type. 

Mr. Dicxrnson. No, I think you misunderstand it. It is not the duty 
of those within my Division to approve those loans. 

Senator Munpr. Do they make recommendations ? 

Mr. Dicxrnson. No, sir; only with respect to those loans that have 
been declined unanimously in the agency and by the Washington ex- 
aminer to whom they were first assigned, but upon request from some 
higher official to prepare a formal Board report, then it goes through 
the Review Committee and through the Board of Directors. That is 
the procedure this loan took after Mr. Brodie took charge and wrote 
his report. 
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Senator Munpr. That is right, but you told us that he rejected the 
loan; that he owe oved it. 

Mr. Dickinson. I did. 

Senator Munnr. All right. Now, I am picking up the story from 
there. ‘The loan had twice passed through your hands, once to Mr. 
Rochelle—— 

Mr. Dickinson. Here is the difference; you have not got the differ- 
ence yet. 

Senator Munpr. Evidently not. 

Mr. Dickinson. Whenever the report is prepared for a formal 
consideration of the Board, I do not make a recommendation on it. 

Senator Munpr. You say that Mr. Brodie made it? 

Mr. Dickrnson. Yes. 

Senator Munpr. And Mr. Brodie said in the recommendation, 
“Hands off, don’t make this loan, 1 don’t approve of it.’ 

Now, I want to stop right there. We are straight on that so far; 
aren’t we? The loan has been twice through your hands or through 
the hands of those working with you, and neither Mr. Rochelle nor 
Mr. Brodie approved the ‘Joan, and you never approved the loan; 


right ? 
Mr. Dickinson. That is right. 


Senator Munpr. Now, forget about that part of it and go on from 
there. 

The loan was approved. They got their money. A new factor was 
injected in the form of a telephone c ‘all. The loan was made quickly 
after that and available 3 days after that talk. 

Now, I want to find out whether that loan ever again came back 
into your hands, or into the hands of Rochelle or Brodie or into the 
hands of any of you who were dealing with it. 

Mr. Dicxtnson. Mr. Brodie’s report, no doubt, came back to my 
office simply for checking it out as being a completed report and for 
a cursory review, if I had the time to review it. 

But as I stated, there were certain senior examiners whose reports | 
never reviewed. I did not have the time. 

Senator Munpr. As I understand it, we are all through with that 
part of it. Brodie has made his report, and you had great confidence 
in him. He was a senior examiner, and you did not even give it a 
cursory viewpoint, and his report to those higher up was ‘that the 
loan should be rejected, and then from that point onward, what was 
your contact with the loan ? 

Mr. Dickrnson. None. 

Senator Munpr. From that point onward what did your office, 
which was charged with examining loans and reviewing them, and 

certainly knew more about this loan than any other branch of the 
RFC, because it had passed through that branch twice, from that 
point on then the loan was made without any contact from your office ; 
is that right? 

Mr. Dickinson. Well, Senator, it seems to me that I am unable to 
make my position with respect to that clear to you. 

Senator Unperwoop. Mr. Chairman, could I ask a question ? 

Sen: itor Munpr. Let me continue, please. 

Mr. Dickrtnson. Whenever a report is prepared, when one is re- 
quested by some of my superiors for a formal Board report, I am not 
obliged to make any recommendation with respect to that. 
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1 had previously joined Mr. Rochelle in the original report in rec- 
ommending a decline. 

Senator Munpr. Then after that you reassigned the loan to Mr. 
Brodie. 

Mr. Dickinson. That is right. 

Senator Munpr. And then Mr. Brodie, in whom you had great con- 
fidence, reported on that loan without it passing through your hands 
again to the Review Board, that it should be rejected. 

“Mr. Dickinson. Yes, that is the customary procedure. 

Senator Munpr. And the Review Board conformed with his re- 
quirement ? ; 

Mr. Dicktnson. That is my understanding; yes, sir. 

Senator Munpr. Now, forget about that. You understand that 
and I do. Now, you know and I know that the loan was made; 
don’t we? 

Mr. Dickinson. That is right. 

Senator Munpr. So I say that it must be from your testimony that 
the loan which was eventually made was made without any further 
consultations or contacts or counsel with you or with Mr. Brodie or 
with Mr. Rochelle. 

Mr. Dickxtnson. Well, Mr. Rochelle, it was entirely out of his hands. 
He had already handled the loan once and declined it. 

Senator Munpr. It was entirely out of his hands, it was entirely out 
of your hands, and it was entirely out of Mr. Brodie’s hands from 
that point; is that right ? 

Mr. Dicxryson. That is right. 

Senator Munpr. So that then I don’t see why you cannot answer 
this question “yes” or “no.” 

Mr. Dicxtnson. Well, if you can make it clear—I may be dumb, 
but if I can understand it I will answer it. 

Senator Munpr. All right. We will try to figure it out. It seems 
from your testimony, as I understand it, that the loan which was 
eventually made was approved by the Board without any further 
action by you or by Mr. Brodie or by Mr. Rochelle, other than that 
which you have just told the committee. You have not concealed 
anything from us, have you? 

Mr. Dicxrnson. No, sir. 

Senator Munpr. You have told us the whole story ¢ 

Mr. Dicxrnson. That is right. 

Senator Munpr. And your whole story is that those in your shop 
and working with you had declined the loan on two different occa- 
sions ? 

Mr. Dicxrnson. That is right. 

Senator Munpr. So that whoever approved the loan did it without 
any advice from you that it should be approved. 

Mr. Dickinson. That is right. 

Senator Munpr. Or from Mr. Brodie or from Mr. Rochelle. 

Mr. Dickinson. Well, I am not speaking for Mr. Brodie or for 
Mr. Rochelle. 

Senator Munpr. Well, so far as you know, because you were in 
charge of that group, it is possible that somebody might sneak out 
in the back and do something behind your back, but you have traced the 


loan twice through your place, and both times it was re jected ; is that 
right? 
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Mr. Dickinson. That is right. 
Senator Munpr. All right. Now, what I am trying to say is this: 
If this loan was made because of i improper pressure—it was not made 
because of improper pressure upon you or because of improper pres- 
sure by somebody else, and it was not made because of i improper pres- 
sure by you, but it was made by some unusual device, because it was 
made without consultation, counsel, and recommendation of the people 
in RFC who knew the most about it, and you fellows stood on your 
best judgment with the recommendation that it should be rejected. 

Mr. Dickinson. Well, Senator, Mr. Rochelle recommended thiat 
the loan be declined. I recommended that the loan be declined. Myr. 
Brodie recommended that the loan be declined. It passed on to the 
Review Board finally from Mr. Brodie, and I understand that they 
recommended it be declined, and then it went to the Board of Directors. 

Senator Munpr. The Board of Directors, then, acting without any 
further counsel from you, reversed the decision / 

Mr. Dickrnson. The Board of Directors never counseled with me. 

Senator Munpr. That is right; they never counseled with you. 

Mr. Dickinson. No, sir; it was not the practice. 

Senator Munpr. The Board of Directors, impelled by some other 
motive, or some other factor than you, reversed all of this great chain 
of evidence and approved the loan; right ¢ 

Mr. Dickinson. Well, inasmuch as they approved the loan, I don’t 
see how they could be influenced by my recommendation. 

Senator Munpr. You recommended disapproval, and they approved 
it, and they overrode you because of some other influences brought 
about by someone besides you. 

Mr. Dickinson. Their answer was contrary to my origimal recon- 
mendation. 

Senator Munpr. Let me ask you some more direct questions. 

Did you ever receive any penta or gift from anybody connected 
with the American Lithofold Corp. ? 

Mr. Dickinson. I have not. 

Senator Munpr. Or did you receive anything from Mr. Cecil Green? 

Mr. Dickinson. Who? 

Senator Munpr. Mr. Cecil Green. 

Mr. Dickinson. I don’t know Mr. Green. 

Senator Munpr. You don’t know Mr. Green? 

Mr. Dickinson. No, sir. 

Senator Munpr. That is all, Mr. Chairman. 

Senator Hory. I believe you had a question, Senator Underwood. 

Senator Unprrwoop. Yes; thank you. 

Is Mr. Williams connected with your department ? 

Mr. Dicxrnson. Mr. Frank Williams? 

Senator Unprerwoop. Yes. 

Mr. Franacan. Was he connected with it at that time in Septem- 
ber 1949? 

Mr. Dickrnson. Yes, Frank Williams was the examiner. 

Senator Unperwoop. Was he asked to examine this loan later, and 
did he make a report ? 

Mr. Dickinson. He ee the report on the second application. 

The application for $500,000, which was eventually approved for 
$565,000. 
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Senator Unperwoop. Then he made a report. 

Mr. Dicxrnson. That is right. 

Senator Unprerwoop. Did he recommend that it be approved or 
declined ¢ 

Mr. Dickinson. He recommended that it be approved. 

Senator Unperwoop. Would you ordinarily have assigned Mr. Wil- 
liams? Would you ordinarily have assigned that to Mr. Williams 
or to someone in the department ¢ 

Mr. Dickrnson. In the course of my duties ordinarily I would have 
made the assignment. 

Senator Unperwoop. Did you assign that to Mr. Williams / 

Mr. Dickinson. I did not. 

Senator Unprerwoop. Do you know who did assign it to Mr. 
Williams? 

Mr. Dickinson. No, sir; I do not. His name is written on the 
recording slip, and we have discussed it among ourselves, and we 
have not found out anyone who knows who wrote his name on it. 

Senator Unprerwoop. He is the one who made the recommenda- 
tion eventually. He made an investigation of the second loan, and 
later he made the examination ¢ 

Mr. Dickinson. He made the report and recommended that the 
Joan be made. 

Senator Unperwoop. That is all; thank: you. 

Mr. Fuawacan. Mr. Dickinson, I would like to clear up one point 
here. I have here an application loan record, and this concerns the 
second loan now—the one that Williams agreed should be made, 
and that he recommended. Would you take a look at that? I notice 
it says that you recommended the declination, and I cannot find any 
ther record than that. 

(The documents referred to above were marked as “Exhibits Nos. 
9 and 10,” and may be found in the appendix on pp. 1203 and 1207.) 

Mr. Dickryson. Which, on the first one, or on the second sheet ? 

Mr. Furanacan. Let me walk down there and I can point it out to 
vou. 

Mr. Dicxrnson. I see it. It is on the second sheet you are talking 
about. 

Senator Munpr. Well, while you are doing that, I would like the 
record to be clear that you are talking about the second loan. My 
questions had to do with the first. one. 

Mr. Dickinson. That reflects the Board’s action. 

Mr. Fuanacan. What Board? 

Mr. Dickinson. The Board of Directors. 

Mr. Franacan. When did they consider that loan ? 

Mr. Dicxtnson. I think these dates on here are correct. I checked 
them. September 3, 1949, the Board approved the loan for $465,000, 
and on November 14, that loan was increased to $565.000. 

Mr. FranaGan. That is true. I am aware of thai. But what does 
this mean? It says here, and we are talking about the second loan: 

Date filed, July 6, 1949; date received, August 15, 1949; application $500,000; 
recommended decline; Examiner Mr. Dickinson. 


_Mr. Dickinson. No. I have made a wrong statement about that. 
That is the agency’s recommendation. . 

Mr. Franacan. What does that mean where it says you are the 
examiner? , 
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Mr. Dicxrtnson. My name is on all of those recording slips, because 
they were assigned to me. 

Mr. Fuanacan. That clears that up. 
do with the second loan ? 

Mr. Dicxrnson. Nothing whatever. 

Senator Nrxon. Mr. Chairman. 

Senator Hory. Senator Nixon. 

Senator Nixon. Mr. Dickinson, a moment ago, as I recall it, you 
testified that when you assigned the loan you know that it had been, 
as you have stated it , kicking around in the office and being discussed. 
What were you referri ing to there about this loan ? 

Mr. Dickson. Well, I knew that it was under reconsideration. 
I saw Mr. Toole frequently, but he never discussed the loan with me, 
but I knew what his purpose was; he was there to see if he could 
get an approval. 

Senator Nixon. What other discussion took place at the time this 
assignment was made, or prior thereto, or subject thereto, in regar« 
to this loan, that you know about, with respect to the first assignment 
to Mr. Rochelle? 

Mr. Dicxtnson. None whatever. 

Senator Nixon. What about the second one? 

Mr. Dickrnson. There was none whatever there, so far as I recall, 

Senator Nrxon. You don’t recall any discussions concerning the loan 
that were taking place in the agency at the time of the assignment of 
the first or the second loan, in regard to either? 

Mr. Dicxrnson. No, sir. In my position, Senator, I did not get 
into the discussions very much. I was not a contact man. The con- 

tacts were made by Mr. Howard, Mr. Prince, and Mr. Dodds in our 
Division. 

Senator Nixon. You spoke a moment ago about pressure. Were 
you limiting your comment to pressure from the borrower ? 

Mr. Dickinson. Well, I used that term in its general application. 
When a loan is up for reconsideration and it is tur ned down the second 
time, and there is a third reconsideration, usually there is some heat 
behind it of some sort, maybe wholly from the applicant, and there 
may not be any outside influence. 

Senator Nrxon. In other words, your testimony is that here was 
a loan that had been turned down twice and was now up for the third 
time, and under such circumstances some heat was being applied! 
That was ordinarily the case, is that what you are stating? 

Mr. Dicxrnson. I think so. 

Senator Nrxon. Do you know in this case, or did you know at the 
time or have any idea at the time as to what heat was being applied / 

Mr. Dickinson. No, sir; I did not. 

Senator Nrxon. You could not testify as to whether it was heat from 
the applicant or from some outside source ? 

Mr. Dickinson. No, sir. I think I used that word but it might be 
the persistence of the applicant. 

Senator Nixon. It might be, but you don’t know one way or the 
other, whether it was solely the persistence of the applicant or whether 
it was also due to pressure from the outside / 

Mr. Dickrnson. No. 

Senator Nrxon. But you knew there was heat behind the loan for 
reconsideration, is that right ? 


In fact, you had nothing to 
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Mr. Dicktnson. Yes. 

Senator Nrxon. There was no question in your mind about that? 

Mr. Dicxrnson. Will you repeat that question again, please ¢ 

Senator Nrxon. There was no question in your mind about the fact 
that there was considerable heat, as you put it, there was considerable 
heat on to get a reconsideration of this loan ? 

Mr. Dickinson. Well, I suspected there was considerable pressure, 
but I said I did not know the source of it. 

Senator Nixon. But the facts of the case led you to believe that 
that heat or pressure, to use your terms, was behind this loan ? 

Mr. Dickinson. Yes. That was not unusual, however. 

Senator Nixon. I understand. 

Mr. Dickinson. We had lots of applications. 

Mr. Fuanacan. Did it ever come to your attention that there was 
any political pressure being brought in connection with this loan ? 

Mr. Dickson. Not that I know of. 

Senator Nrxon. Did you ever hear it discussed? I don’t want you 
to speak about whether you knew there was political pressure, but did 
you ever hear about political pressure or any outside pressure? Was 
that ever discussed in considering this loan under pes 
with any person in the agency 4 

Mr. Dickinson. No, sir. 

Senator Nrxon. You heard no discussion of political pressure / 

Mr. Dickinson. No, sir. 

Senator Nixon. Did you hear any mention of the Democratic Na- 
tional Committee ? 

Mr. Dickinson. I beg your pardon / 

Senator Nixon. Did you hear any mention of the Democratic Na- 
tional Committee in regard to this loan? 

Mr. Dicktnson. No, sir. 

Senator Nixon. Did you hear any mention of Mr. Boyle in regard 
to this loan ? 

Mr. Dickinson. Well, from some source, and I don’t know the 
source of that, Mr. Boyle’s name was mentioned as an attorney, and 
it has since been verified that he was an attorney for the company. 
but I don’t know the source of that remark. 

Senator Nrxon. At what time was that / 

Mr. Dickinson. It was during the pendency of the application. 

Senator Nixon. During the pendence: vy of the application. In other 
words, it came to your attention from some source that Mr. Boyle 
Was interested / 

Mr. Dickinson. There was some passing remark, and I don’t know 
the source of it. 

Senator Nixon. What about Mr. Young, Merl Young, do you 
know him ? 

Mr. Dickinson. Yes, sir. 

Senator Nrxon. Did you hear of him in any connection with this 
loan ? 

Mr. Dicktnson. No, sir. 

Senator Nixon. Or any circumstances concerning it 

Mr. Dickinson. No, sir. 

Senator Nixon. Have you had any conversations with him in con- 
nection with other loans ? 


circumstances 
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Mr. Dickinson. No; I don’t think Mr. Young ever contacted i. 
in regard to a loan. 

Senator Nixon. Do you know Mr. Siskind # 

Mr. Dickinson. No, sir. 

Senator Nrxon. Did you hear his name mentioned in connection 
with a loan? 

Mr. Dickinson. No, sir. 

Senator Nixon. How about Mr. Finnegan ? 

Mr. Dickinson. No, sir. 

Senator Nixon. Did you hear his name in connection with this 
loan ? 

Mr. Dicxrnson. No, sir; not at the time it was pending. 

Senator Nrxon. But you did hear Mr. Boyle’s name mentione:| 
there was talk around the office, is that right ? 

Mr. Dickrnson. Yes; but I don’t know the source of that. 

Senator Nixon. But that was the conversation in the office? 

Mr. Dickinson. No; I would not say it was the conversation in the 
office, because I did not hear of anybody else that heard it. 

Senator Nixon. How did you know? 

Mr. Dickrnson. I don’t know. 

Senator Nrxon. In other words, it might have been conversation, 
because you didn’t know of it to your own knowledge, did you? 

Mr. Dicktnson. No, sir. 

Senator Nrxon. So somebody told you, didn’t they ? 

Mr. Dicxtnson. No, sir. 

Senator Nrxon. Then how can you make the statement, if somebody 
did not tell you and you did not know it of your own knowledge? 

Mr. Dickrnson. It was just a passing remark. 

Senator Nrxon. All right. That was conversation, wasn’t it? Do 
you mean that you passed somebody in the hall and somebody said 
that Mr. Boyle was interested in this loan? Is that what it was? 

Mr. Dickinson. It was something like that, I think, because I knew, 
or I know that it was not in direct conversation with me. 

Senator Nixon. With you? 

Mr. Dicktnson. Yes, sir. 

Senator Nrxon. You just overheard it? 

Mr. Dickinson. Yes, sir. 

Senator Nrxon. I see. I just wanted to get it straight. 

Senator Munpr. There seems to be one memory gap left. You 
cannot seem to recall who it was among your superiors who told you 
to reconsider the loan after Rochelle had tonne it down. You said 
that somebody had told you, so you sent it on to Brodie. Aren’t you 
able to recall now, if you think carefully, who it was who told you 
that ? 

Mr. Dickinson. I don’t believe I can, Senator. I am not clear as 
to who passed the word on to me, because my first thought was that I 
did not assign the report to Mr. Brodie, but after thinking of it, and 
refreshing my mind, I did decide that I had asked my secretary to 
send that report to Mr. Brodie. 

Senator Munpr. Had you been keeping any kind of record, diary, 
or memorandum, in your office to help refresh your memory on a thing 
like that? : 

Mr. Dickinson. Our card records kept on these are only kept tem- 
porarily, and they are not intact any more. 
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Senator Munpr. Did you ever write any legend on the application 
indicating where it comes from, why, or how? 

Mr. Dicxrnson. Well, this was a reconsideration of the original 
application. The original application has a recording slip on it. I 
write the examiner’s name and the date of the assignment on that 
recording slip originally, but reconsiderations are often made verbally 
or orally. 

Senator Munpr. And there is no recording slip ? 

Mr. Dickrnson. No; except on our cards, then we know what ex- 
aminer has it, 1 make the assignment, the examiner’s name and the date 
is recorded on that time card. 

Senator Munpr. That is all. 

Senator Hory. Thank you very much, Mr. Dickinson. 

This will conclude the hearings for today, and we will recess until 
10 o'clock Monday morning. 

(Whereupon, at 12:30 p.m., the subcommittee recessed, to reconvene 
at 10 a. m.. Monday, September 17, 1951.) 
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MONDAY, SEPTEMBER 17, 1951 


Unrirep States SENATE, 
INVESTIGATIONS SUBCOMMITTEE, COMMITTEE ON 
EXPENDITURES IN THE ExecutrivE DrepaRTMENTS, 
Washington, D.C. 

The subcommittee met at 10:10 a. m., pursuant to adjournment, 
in room 357, Senate Office Building, Senator Clyde R. Hoey (chair- 
man) presiding. 

Present : Senator Clyde R. Hoey, of North Carolina; Senator John 
L. MeClellan, of Arkansas: Senator Thomas R. Underwood, of Ken- 
tucky; Senator Joseph R. McCarthy, of Wisconsin; Senator Karl E. 
Mundt, of South Dakota; and Senator Richard M. Nixon, of 
California. 

Also present: Francis D. Flanagan, chief counsel; Howell J. 
Hatcher, chief assistant counsel; Carmine S. Bellino, accounting con- 
sultant; Jerome S. Alderman, assistant counsel; William Leece, assist- 
ant counsel; and Ruth Young, clerk. 

Senator Horny. The subcommittee will come to order, please. 

George P. Luce, please come to the stand. Mr. Luce, will you hold 
up your hand? Do you solemnly swear the testimony which you give 
in this case shall be the truth, the whole truth, and nothing but the 
truth, so help you God? 

Mr. Luce. I do. 

Senator Horny. Have a seat. Mr. Luce, give to the reporter your 
name, address, and your connection. 


TESTIMONY OF GEORGE P. LUCE, CHAIRMAN, BOARD OF REVIEW, 
RECONSTRUCTION FINANCE CORPORATION 


Mr. Luce. George P. Luce, 4000 Cathedral Avenue NW., Wash- 
ington, D.C. Ihave been connected with the RFC since March 9, 1932. 

Senator Hory. What position do you now hold? 

Mr. Luce. Iam now Seieinan of the Board of Review. 

Senator Horry. How long have you held that position ? 

Mr. Luce. Since March 1947. 

Senator Hory. What are your duties as Chairman of the Board 
of Review ? 

Mr. Luce. To review recommendations made by Washington exam- 
iners and agency examiners, make recommendations to the Adminis- 
istrator now, formerly the Board of Directors. 

Senator Hory. Do the applications which are filed for loans 
ordinarily come before your committee for review / 

Mr. Luce. Yes, sir. 
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Senator Hory. Do all of them come before it ? 
Mr. Luce. Yes, sir. 

Senator Hory. Do you remember this particular loan of $80,000 
to the American Lithofold Co. ? 

Mr. Luce. I don’t remember the $80,000 loan, sir. 

Senator Hory. Do you remember the final loan of $565,000? 

Mr. Luce. Yes. 

Senator Hory. What contacts, if any, did you have with Mr. Tools 
with reference to this loan ? 

Mr. Luce. Oh, I had numerous contacts with Mr. Toole. 

Senator Horry. You knew Mr. Toole? 

Mr. Luce. Yes. 

Senator Horny. He had worked with the RFC ? . 

Mr. Luce. Yes, sir. I knew him from 1934 to 1943 as a loan 
examiner. 

Senator McCuetian. I want to get this clear. When you say you 
had many contacts with Mr. Toole regarding this loan, which loan 
do you mean now, the first or last ? 

Mr. Luce. I mean the first loan. 

Senator McCre.xan. He testified that he had nothing to do with 
the last loan. I want to get the record clear. 

Mr. Luce. That is correct. Iam speaking of early 1949, as I recall it. 

Senator McCietxian. All right. 

Senator Hory. And your conferences with him related to this first 
loan of $80,000 ? 

Mr. Luce. First loan—there were several loans, several applications. 

Senator Hory. I know there were several, and they had previous 
loans from the Small War Plants, but the $80,000 loan, the first loan 
that the Lithofold Co. was granted by the RFC. 

Mr. Luce. Yes, but I had contact with him regarding an appli- 
cation for $548,219.50, I believe it was. 

Senator Hory. I see. ' 

Mr. Frianacan. To clarify the record, however, Mr. Luce—— 

Mr. Luce. Yes. 

Mr. FLanacan (continuing). All the applications and all the mat- 
ters that you contacted or were contacted by Mr. Toole regarding 
this application lead up to this $80,000 loan. 

Mr. Luce. That is correct. 

Mr. Fianacan. They were all part of the same transaction, 
changed and amended ? 

Mr. Lucr. That is correct. 

Senator Hory. If the photographers want to take a picture, I will 
suspend and let them take it now. They can take it right now. 

All right. Mr. Flanagan, you may proceed. 

Mr. FLranaGan. Mr. Luce, ovr exhibit No. 6 is a longhand report of 
an examiner by the name of H. J. Herrmann. The report was ini: 
tialed by two members of the Review Committee. It is difficult to 
make out both of these initials. One appears to be Frank Ronan, and 
the other appears to be your initials. 

Mr. Luce. That is correct; I have seen it. 

Mr. Franacan. Are they your initials? 

Mr. Luce. I have seen them. 

Mr. Franagan. Can you explain to the committee why this report 
of Mr. Herrmann was never made an official record in the RFC but 
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merely left in longhand, notwithstanding the fact that it was initialed 
by two members of the Review Board ? 

Mr. Luce. The only explanation I could give of that is that, as I 
said before, that Mr. Toole submitted several proposals with regard 
to loans. This appears to have been one of them. 

| think probably he was told either by Mr. Ronan or by myself, 
that we couldn’t recommend the $125,000 loan, so I don’t think it 
was carried any further at that time. 

Mr. FuanaGan. Was that an ordinary procedure in the RFC at 
that time ¢ 

Mr. Luce. That is rather difficult to answer. I would say it is un- 
usual. We don’t usually do that. 

Mr. Fuanacan. Would it be fair to say that usually if an examiner 
prepares a report, regardless of whether he recommends a loan or a 
decline, and it is initialed by the Review Committee, that is made a 
matter of record and put in the file, is it not ? 

Mr. Luce. Yes, sir. 

Mr. FuanaGan. Pertaining to the Board. 

Mr. Luce. Yes, sir; that is normal procedure. 

Mr. Firanacan. And your only explanation is that in all probabil- 
ity the corporation, the American Lithofold Corp., changed its re- 
quest, and for that reason this never got to the Board, is that your 
explanation ¢ 

Mr. Luce. I think that is correct ; yes, sir. 

Mr. Fuanacan. I believe the record will show, Mr. Luce, that the 
Review Committee of which you were then and still are Chairman, 
declined the American Lithofold loans on each occasion as they came 
before you, is that true ? 

Mr. Luce. Yes, sir. 

Mr. Fuanacan. Looking specifically at the loan which was granted 
in the amount of $80,000 on March 3, 1949, do you have now any inde- 
pendent recollection of handling this matter on the 3d of March 1949? 

Mr. Luce. No, sir; I haven't. 

Mr. Furanacan. Did you hear Mr. Toole’s testimony the other day ? 

Mr. Luce. Yes, sir. 

Mr. Franacan. When we refreshed his recollection by referring to 
his diary ? 

Mr. Luce. Yes, sir. 

Mr. Franagan. At which time he stated that he came into the RFC 
on the morning of the 3d and was very disturbed that his loan had 
not been up before the Board on the previous day. 

Mr. Luce. Yes, sir. 

Mr. Franacan. He came to you? 

Mr. Luce. Yes, sir. 

Mr. Fuanacan. Do you recall having a conversation that morning 
on the 3d of March with Mr. Toole? 

Mr. Luce. No, I don’t recall, but I probably did if it is in his diary. 
I wouldn’t— 

Mr. Franacan. Do you recall taking that loan up to the Board of 
Directors that morning or to any member of the Board, and asking 
that they sit special to ‘consider that ? 

Mr. Luce. No, I don’t recall definitely, sir. 

Mr. Franacan. Can you tell from the minutes, which I will let you 
look at, whether or not that meeting on Thursday, March 3, was not 
a special meeting of the Board? 
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Mr. Luce. I have seen those minutes. It is called a special meet- 
ing by the secretary. However, it was on a Thursday, I believe, at 
9:30 in the morning. Thursday is our regular Board day for loans. 
Undoubtedly I was there if Mr. Toole’s dairy so indicates. I do not 
recall having presented the matter. 

Mr. Franacan. I believe the record will also show—the record of 
the RFC—that this case was presented to the Board by yourself. 

Mr. Luce. I don’t know whether the record shows that or not, sir, 

Mr. Fianacan. The secretary’s record shows that this case was 
presented by you. 

Mr. Luce. Well, if that is the case, I presented it. 

Mr. Franacan. Ordinarily what time does the Board meet? 

Mr. Luce. I believe 9:30. I believe it was 9 or 9:30 in those days; 
now it is 10 o’clock. 

Mr. Fianacan. What we are trying to figure out here, while we 
know that Thursday was a regular meeting day, the minutes indicate 
that this was handled at a special meeting and was brought up 
specially before the Board by you. 

Mr. Lucr. There you have me, sir; I don’t know. I mean IT don’t 
know that was a special meeting. If the secretary’s records show it 
was a special meeting, it was a special meeting. 

Mr. Ranier The records also show 3 days before this—4 days 
before this—on February 28 this loan was considered, at which time 
they had certain documents and information before them. 

Do you now recollect any additional information that you brought 
to the Board on the 3d, which would make them change their minds 
about granting this loan / 

Mr. Luce. No, sir; I do not. 

Mr. Fianacan. You have no independent recollection of that? 

Mr. Luce. No, sir. 

Mr. Fuanacan. You do not deny, though, that it is quite possible as 
Mr. Toole states, that you did take it up before the Board ? 

Mr. Luce. No, sir; I do not deny it. 

Mr. Fuanacan. And did arrange to get a quorum of the Board to 
consider it ? 

Mr. Luce. I believe the Board must have been in session. I might 
have gone to the Chairman’s office, I may have gone to another 
director’s office, but I believe the Board must have been in the Board 
room. Whether or not it was in session, I do not know. 

Mr. Fxianacan. Was that an ordinary procedure in some cases to 
bring them up before special meetings of the Board ? 

Mr. Luce. Yes, sir. 

Mr. Fuanacan. There was nothing extraordinary about that, was 
there? 

Mr. Luce. No, sir. 

Mr. Fianacan. I assume that you handle a number of these cases 
every year in that manner ? 

Mr. Luce. Yes, sir; I do. 

Mr. Fianacan. But you now have no recollection why you brought 
up the American Lithofold case ? 

Mr. Luce. I think I know; yes, sir. 

Mr. Franacan. Why? 

Mr. Luce. Because Mr. Toole had submitted, as I said before, sev- 
eral proposals with respect to loans by Lithofold. He had been around 
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the office for a number of days. I was anxious to dispose of the 
matter, to get an answer for him, for the company, whatever you want 
to term it. 

Mr. Fuanacan. I asswnme that you had an opportunity to review the 
RFC files in this case ? 

Mr. Luce. I have to some extent; yes, sir. 

Mr. Fuanaean. Did your review of the case and review of the files 
indicate that Mr. Toole or any other representative of the American 
Lithofold Corp. ever submitted a proposal requesting an $80,000 work- 
ing capital loan ? 

Mr. Luce. Not to me, I don’t think. 

Mr. Fuanacan. As a matter of fact, the records do not show any 
proposal of that type from American Lithofold at all, do they ¢ 

Mr. Luce. Not so far as the Review Committee is concerned. 

Mr. FLANAGAN. Their proposal, their last proposal, was this—and 
correct me if I am wrong—that they be granted a refunding loan of 
five-hundred-some-odd-thousand dollars, ‘and in lieu of that, a work- 
ing capital loan in the amount of $125,000. 

Mr. Luce. That is correct. 

Mr. Fianacan. The record will further show that in the several 
weeks preceding this meeting of March 3, Mr. Dodds proposed that 
they be given $80,000—— 

Mr. Luce. I think that is correct. 

Mr. FLANAGAN (continuing). In lieu of the $125,000. 

Mr. Luce. I think that is correct; yes, sir. 

Mr. Fuannacan. So it was not the American Lithofold proposal ; 
it was a compromise on the part of an official of the RFC, was it not, a 
compromise proposal ¢ 

Mr. Luce. I don’t know, of course, because I did not have anything 
to do with the $80,000 loan, although I might have presented it to the 
directors. 

Senator Hory. Is it fairly frequent that that sort of thing hap- 
pens, that an applicant will ask for one sum and that matter will be 
discussed with the members of the Board or the directors or examiners, 
and they will finally agree on some smaller sum ¢ 

Mr. Luce. Yes, sir. 

Senator Hory. That occurs frequently / 

Mr. Lucr. Yes, sir. 

Senator Horry. There is nothing unusual about that ? 

Mr. Luce. No, sir. 

Senator Hory. Any further questions ? 

Mr. Firanacan. No. 

Senator Horry. Senator McClellan? 

Senator McCrieizan. Mr. Luce, you say you had nothing to do with 
the $80,000 loan. I understand that resulted from negotiations in re- 
gard to applications for a larger loan, is that correct ? 

Mr. Luce. Yes. When I say I had nothing to do with it, Senator, I 
meant that I don’t think the proposal for an $80,000 loan was sub- 
mitted tome. I may have presented the matter to the directors. 


: Senator McCie.ian. That is the point I wanted to get cleared up 
ere, 


Mr. Luce. Yes, sir. 
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Senator McCuettan. The original application for five-hundre:! 
thousand-and-some-odd-dollars loan which the Board declined—— 

Mr. Luce. Yes, sir. 

Senator McCLeL.an (continuing). And which was declined at «|| 
stages of processing, I mean the recommendation of the examiners 
and of the Review Board was adverse 

Mr. Luce. Yes, sir. 

Senator McCie.tian (continuing). That was carried before the 
Board ¢ 

Mr. Luce. Yes, sir. 

Senator McC.ietitan. And the Board agreed with the recommend; 
tions of the examiners and the position taken by the Review Boari 
and, therefore, it was declined, which I understand you term an auto- 
matic decline, is that correct ? 

Mr. Luce. Yes; unanimous decline we call it. 

Senator McCietian. Unanimous decline. Well, the word “auto- 
matic” decline has been used at these hearings by w itnesses. What is 
the difference ? 

Mr. Luc rE. No difference except in the word. I don’t like the word 
“automatic.” 

Senator McCietxan. Just a difference in individual expression. 

Mr. Luce. Yes, sir; because it is not automatic. 

Senator McCie.ian. It would indicate the same thing. 

Mr. Luce. Yes, sir; it is not automatic. The Board considers those 
loans. 

Senator McCiettan. I wondered about that myself. What is an 
automatic decline ? 

Mr. Luce. We don’t have it 

Senator McCietian. It was not automatic; it had gone through the 
regular processes of the examiners, and then to the Review Board and 
then to the Board ? 

Mr. Luce. That is correct. 

Senator McCietxan. In other words, it was a unanimous decline. 
All who had any responsibility in connection with it had agreed that 
the loan should not be granted, the application should not be approved. 

Mr. Luce. That is correct. 

Senator McCieiian, After it was declined, as I understand Mr. 
Toole, who was very active in trying to secure the loan for the com- 
pany by whom he was employed, remained here and was undertaking 
by conferences with examiners and with the Review Board or anybod\ 
else who were members of the Board or anyone else who would talk 
to him about it, to try to get them to reconsider it or work it out on 
some basis, probably for a smaller loan. There was involved an over- 
all loan application that would take up all of their debts and give them 
some operating capital, and it finally resolved itself down to where the 
one that was finally approved was an additional loan of $80,000 for 
operating capital, was that correct ? 

Mr. Luce. Yes, sir. 

Senator McCietian. Now, you say the original application and 
the one for the complete loan to take care of all their indebtedness, 
and to grant them some operating capital was turned down. 

Mr. Luce. Yes, sir. I don’t know whether that took care of all 
their indebtedness. It took care of a substantial portion of their in- 
debtedness. 
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Senator McCietzan. When I say all, I mean it took care of all 
they had mortgages for, did it not? 

Mr. Luce. Yes, sir. T believe it also took care of some factors, loans 
they had from some factors. 

Senator McCietitan. Anyway, what happened when the $80,000 
proposition was presented, you say the records here show, I believe, 
that you presented it to the ‘Board. Do you mean to tell us that you 
did not review it, the Review Board did not review it, after it had been 
worked up by the examiners or whoever worked it up? 

Mr. Luce. Apparently the Review Board did not review it. 

Senator McCietitan. Well, you say apparently. What does the 
record show ¢ 

Mr. Luce. That is what I mean when I say that. 

Senator McC.Letitan. Why, then, was that not presented to the 
Review Board? When it came up for reconsideration on the basis of 
$80,000 for working capital, why was the Review Board bypassed on 
that ! 

Mr. Luce. Perhaps because the Review Board had continually 
recommended decline of any loan to American Lithofold. 

Senator McCrectan. You say “continually.” How many times had 
the Review Board acted and recommended against any further loan 
of any kind to the company, how many times prior to the $80,000 
loan being approved ? 

Mr. Luce. Twice, I believe. Once on January 13, and once on Feb- 
ruary 28, 1949. 

Senator McCuietian. And you say that when the $80,000 proposi- 
tion was under consideration, that the Review Board was bypassed 4 

Mr. Luce. Well, if you want to use that term, sir; we did not con- 
sider it. 

Senator McCietian. That would be the actual result and effect of 
it, would it not, if it was not presented to the Review Board ? 

Mr. Luce. I suppose it would. 

Senator McCieLian. I know of no other word. If you know a 
better word, please let us have it. I am not trying to put words 
Mr. Luce. Let us say the Review Board was not consulted. 

Senator McCie.itan. You were not consulted. Then, you were 
bypassed, so far as having anything to do with counseling as to 
whether the loan should be presented or acted upon favorably or 
unfavorably. That would be correct ? 

Mr. Luce. That is correct, sir. 

Senator McCrie:xan. Is there anything unusual in that situation, 
that the Review Board should be bypassed or not consulted ? 

Mr. Luce. That is not usual. 

Senator McC Le.Lian, Sir? 

Mr. Luce. That is not the usual procedure. 

Senator McCietiaNn. That is not the usual procedure? 

Mr. Luce. No, sir. 

Senator McCietan. Do you know why the usual procedure was 
not followed with respect to the $80,000? 

Mr. Luce. No, sir; I do not. 

Senator McCie.ian. Do you have any idea or any information that 
you can give to this committee that might indicate why the Review 
Board was not consulted or it was not submitted to the Review Board ? 
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Mr. Luce. I think, as I told you before, we had recommended un- . Mr. I 
favorably twice before. Pe Senat 
Senator McCietian. Not on the $80,000 proposition. 2 Mr. I 
Mr. Luce. No; on the other proposition. ‘ Senat 
Senator McCientan. But on the over- all, that no loan, no additional = toMr.] 
loan, should be granted, as I understood you a moment ago? a Mr. I 
Mr. Luce. Well, that was the effect of our recommendations. e Senat 
Senator McCLertan. That was the effect of your recommendation, a Mr. I 
based upon what had been submitted to the Review Board previously ? EP Senat 
Mr. Luce. Yes,sir. I would say that is correct. - Mr. I 
Senator McCiettan. Who made the decision, if you know—who Senat 
gave the orders or instructions—that caused this $80,000 application » senting 
to be presented to the Board without the benefit of the consultation matter 
or recommendation of the Review Board? Bi Mr. L 
Mr. Luce. I don’t know, sir; I can’t recall. Senat 
Senator McCretian. You cannot give us any information on that -} proposi 
now ? Ei recomm 
Mr. Luce. May I say this, sir; I believe that Mr. Toole had been ba Mr. I 
around there for sometime. I know I was anxious—— Ea Senat 
Senator McCieuian. I think we will all agree as to that. ES Mr. I 
Mr. Luce. I was anxious to get an answer - for him, don’t you see, [R Senat 
and if I took it up, that is why I “did. ee Mr. L 
Senator McCuenian. ‘Understand I am not criticizing you for try- a Senat 
ing to get an answer for them. We can appreciate as long as a thing ©  proposi 
is there and the applicant has some hope that it may be reconsidered, ©  whethe1 
just as Mr. Toole was vitally interested in it for his company, he was — the reco 
there trying to find some way of doing anything he could to get a - you pre 
reconsideration. ' recomm 
Mr. Luce. Yes, sir. That is the most important thing to the Mr. I 
company. = itwastl 
Senator McCrierian. There is nothing unusual about that. He is : Senat 
an American citizen; this is a Gov ernment institution, and he had a made ne 
perfect right to be there. I don’t criticize that. Pe Mr. L 
Mr. Luce. That is correct. : Senat 
Senator McCiextan. I can appreciate his zeal to try to present it JR) ever the 
and get favorable action. I don’t criticize that. But here is what [JB mendati 
I am interested in, as to why the Review Board was bypassed or not JR Mr. L 
consulted. Fe Senat 
Mr. Luce. I don’t know, sir. » Whent 
Senator McCietian. You cannot tell us that? 4 followit 
Mr. Luce. I can’t tell you that, sir. ee Mr. L 
Senator McCrietian. Now maybe you can tell us this Ss Senat 
Mr. Luce. Yes, sir. Mr. L 
Senator McCLetnan (continuing). How you happened to present Senat 
it to the Board of Directors; who instructed you to do it, or if you that apy 
did it on your own volition, knowing that the Review Board had been Mr. L 
bypassed ? _ Senat 
Mr. Luce. I think probably I did it on my own volition because, tf 
as I said before, Mr. Toole had been around there for some time; he Mr. L 
was anxious to get an answer, and I thought he was entitled to one, so a $500,0 
that is probably the reason I did it. Senat: 
Senator McCrietitan. Do you know who worked up the $80,000 Mr. L 
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Mr. Luce. Yes, sir; Mr. Dodds. 

Senator McCrietian. Mr. Dodds worked it up? 

Mr. Luce. Yes, sir. 

Senator McCietitan. Do you know who referred the application 
to Mr. Dodds for examination ? 

Mr. Luce. No, sir; I do not. 

Senator McCietian. You do not recall who referred it to him? 

Mr. Luce. No, sir. 

Senator McCietian. After it had been declined by the full board? 

Mr. Luce. No, sir. 

Senator McCLetitan. Was there anything unusual in your pre- 
senting it even if you did so on your own initiative in order to get the 
matter disposed of ? 

Mr. Luce. No, sir. 

Senator McCueiian. In presenting it to the Board, the $80,000 
proposition, did you, as chairman of the Review Board, personally 
recommend that the application be approved and the loan granted? 

Mr. Luce. No, sir. 

Senator McCLe.tian. Did you recommend against it ? 

Mr. Luce. I must have; I don’t know if the records show. 

Senator McCietian. Why do you say that you must have? 

Mr. Luce. Because I had never recommended before. 

Senator McCLetian. Well, you had never recommended this $80,000 
proposition, which had not been before you previously. I do not know 
whether you do reeall it, but if you do recall I want you to state for 
the record whether you personally recommended it to the Board when 
you presented it as chairman of the Review Board or if you again 
recommended that this application be declined ? 

Mr. Luce. If I made any recommendation—and I probably did— 
it was that the application for $80,000 be declined. 

Senator McCrietian. You either did one of the two, then: You 
made no recommendation whatsoever, just submitted it—— 

Mr. Lucr. That is correct. 

Senator McCLeLLan (continuing). On its face or face value, what- 
ever the Board might think about it, or if vou were asked for a recom- 
mendation you personally recommended that it be declined? 

Mr. Luce. Yes, si 

Senator McCietian. Let us pass this first loan, then, of $80,000. 
When the large loan was granted, I believe that was in September 
following? 

Mr. Luce. September 30, I believe. 

Senator McCLetian. Sometime following in September. 

Mr. Luce. September 30, 1949. 

Senator McCiectan. Whatever the date, was that loan—was 
that application ever presented to the Review Board? 

Mr. Luce. Yes, sir. 

Senator McCiettan. What action did the Review Board take op 
it? 

Mr. Luce. They recommended decline. That was an application for 
a $500,000 loan. 

Senator McCiet.an. It recommended decline on that? 

Mr. Luce. Yes, sir. 

Senator McCievian. Was that presented to the full board? 

Mr. Luce. It was presented to the Board of Directors. 
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Senator McCiettan. The Board of Directors, with the recommen- 
dation of your committee ? 

Mr. Luce. Yes, sir. 

Senator McCietian. Review Committee? 

Mr. Luce. Yes, sir. 

Senator McCie.ian. In spite of that recommendation, the Board 
of Directors did approve? 

Mr. Luce. Yes, sir; for $465,000. 

Senator McCieitian. Let me ask you one further question. In your 
position as chairman of the Review Board was it a part of your duties 
after you had reviewed applications to present them to see that they 
got to the Board of Directors for action ¢ 

Mr. Luce. Yes, sir; either myself or another member of the com- 
mittee. 

Senator McCieixan. In other words, assuming in cases where the 
Review Committee thought no loan should be granted or the appli- 
eation should be denied, in those cases, in all those cases, Was it your 
duty still to present the matter to the Board ? 

Mr. Luce. Yes, sir. 

Senator McCreixan. In other words, you had no authority, and it 
was not your prerogative, to stop further consideration of the appli- 
cation simply because the Review Committee felt that the applica- 
tion should be denied ? 
Mr. Luce. No, sir. 
recommendations. : 

Senator McCrietian. After you acted upon it, your actions then 
went to the Board of Directors? 

Mr. Luce. Yes, sir. 

Senator McCLe.ian. 


That it be declined? 


We presented both favorable and unfavorable 


The application went there with a record of 
the action and the conclusions of the Review Board ? 


Mr. Luce. Yes, sir. 

Senator McCietian. So the presentation of the $80,000 application 
by you or after it had been worked up by someone else in the office 
as a suggestion of being worthy, possibly, of consideration, and the 
presentation of the last Toan, the over-all loan that was granted, after 
the Review Board had acted on it unfavor ably, was consistent with 
your duties 

Mr. Luce. Yes, sir. 

Senator McCieiian (continuing). In the position you occupy to 
see that after the Review board took action or that an application that 
was up for reconsideration that had been worked out by Mr. Dodds 
under the direction of someone else, that those should be presented to 
the Board of Directors for them to act upon one way or the other? 

Mr. Luce. That is correct. 

Senator McCrexian. So the persuasion of Mr. Toole was simply 
that of any interested party in an application trying to get favorable 
action. 

Mr. Luce. Yes, sir. 

Senator McCrectan. And notwithstanding his interest and not- 
withstanding your acquaintance with him and your long association 
with him, and at all times you, as chairman of the Review Board and 
the Review Board itself, recommended unfavorably on the applica- 
tion ? 
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Mr. Luce. That is correct. 

Senator Horry. Any further questions? 

Senator Nrxon. In the light of the fact that the Review Board and 
the examiners who had examined the load, as well had recommended 
unfavorable action on this loan, would you say that the approval of 
the loan for $80,000 on the 3d of March was the usual type of action 
taken in such cases or was it an unusual type of action; ordinary or 
extraordinary ? 

Mr. Luce. I don’t believe it was unusual. If you mean by that for 
the Board of Directors to approve a loan that we had recommended 
unfavorably on, it 

Senator Nixon. As I understand it, you probably have recollections 
on a number of loans? 

Mr. Luce. Recollections ? 

Senator Nixon. Yes. You recollect a number of loans. You have 
handled a great number of loans? 

Mr. Luce. Yes, sir. 

Senator Nixon. I would not expect you to remember, incidentally, 
the details on any one or all of them, but I would like to ask you this 
guestion : Do you recall any other loan, and if so, will you name it if you 
recall any other loan or loans, in which the examiners had unanimous- 
ly rejected the loan, and which the Review Board had turned it down 
and which the Board of Directors had first turned it down and then 3 
or 4 days or within a reasonable period thereafter reversed itself 
with no intervening evidence, and had approved the loan? Do you 
recall any other loan in which that occurred ? 

Mr. Luce. I think there was one, Hayward Woolen Co., which was 
a similar case. 

Senator Nixon. What was the name of the company ? 

Mr. Luce. Hayward Woolen. I forget whether it was Hayward 
Woolen Mills; it is located in Massachusetts somewhere. 

Senator Nixon. What happened in that case? 

Mr. Luce. Well, that was an application for a working capital loan 
to process Government contracts. We had recommended “decline” 
hecause the company was insolvent at the time. It was approved by 
the Board of Directors with a 90-percent guaranty by the Department 
of the Army. I think it was the Department of the Army—either 
the Department of the Army or the Department of the Air Force. 

Senator Nixon. The circumstances were, to put it charit: vbly, 
slightly different in this case than this other one; wouldn't you say 
I mean, you say in this case the Department of the Army or at leas t 

he Government was willing to— 

Mr. Luce. Yes, sir. 

Senator Nrxon (continuing). Assume responsibility as surety on 
the loan. That was not the case in the American Lithofold loan. 

Mr. Luce. No, sir; but that was only to the extent of 90 percent. 
We still had a 10 “7 risk. 

Senator Nixon. [ wndestand that 

Mr. Luce. And that was a substantial loan. 

nator Nixon. In this case, in the case of American Lithofold, you 
had a hundred percent risk, 

Mr. Luce. Yes, sir. 

Senator Nixon. That is slightly different. 
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Mr. Luce. Now, 


amounts 

Senator Nrxon. Can you recall any other loan because, as I under- 
stand it, this did not happen very often, did it 

Mr. Luce. No, sir, I don’t think so. 

Senator Nixon. In other words, where you had unanimous rejection 
by the examiners, turned down by the Review Board and turned down 
by the board of directors, and then a reversal by the board of di- 
rectors ; that is the reason, you see, that I am asking you whether 
you can recall any other instances in which that occurred 

Mr. Luce. Well, I am sure there are other instances, but I can’t 
recall them offhand. That is rather difficult for me to do, because | 
look at so many cases. 

Senator Nrxon. You look at a number of cases. 

call 

Mr. Luce. I don’ t offhand, no, sir; I mean I could look through the 
record and find out if you wanted me to, but I can’t tell you right now, 

Senator Nrxon. This did not happen very often? 

Mr. Luce. No, sir. 

Senator NIxon. Then it was an unusual procedure ? 

Mr. Luce. Yes, sir; I would say it was an unusual—I mean it was, 
if that is the proper term—I mean it was one of those things that 
didn’t happen too often 

Senator Nixon. It was not an ordinary procedure, let us put it that 
way. 

Mr. Luce. No; I would say that—I don’t know how many times 
the Board of Directors had done that or have done it. Let 
10 times, maybe more than that. That is a wild guess. 

Senator Nixon. That is all. 

Senator McCietian. One other question: The board of directors 
had turned two applications, as I understand it, or the Review Board 
had turned down two applications, before the $80,000 loan was granted. 

Mr. Luce. Yes, sir. When you say two applications, the first appli- 

cation was for $548,000 and some odd; the next was a reconsideration 
of that amount, and $125,000. 

Senator McCretian. For operating capital ? 

Mr. Luce. Yes, sir. 

Senator McCLet.an. 

Mr. Luce. Yes, sir. 

Senator McCLeLian, 

Mr. Lucr. Yes, sir. 

Senator McCretian. Then the third proposition that went before 
the Board was simply a $80,000 additional loan for working capital. 

Mr. Luce. That 1s correct. 

Senator McCietxan. I do not recall the details of it, but Mr. Dodds 
had worked out some program whereby he thought that a $80,000 
loan for additional capital might be warranted or maybe could be 
granted 

Mr. Luce. I think that is correct. 

Senator McCie.ttan (continuing). Under the conditions set out 
in the report on it. 

Mr. Luce. Yes, sir: I believe he set out the terms and conditions. 

Senator McCieiian. So the board was not, in reconsidering that, 
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the board was not reconsidering and did not grant what it had for- 
merly denied? It granted something else on a new premise. 

Mr. Luce. That is correct. 

Senator McCreixan. It did not, in its reconsideration, approve 
what it had formerly disapproved, but approved, in a sense, a new 
application or a new proposition for just simply an additional work- 
ing capital loan; is that not correct ? 

Mr. Luce. I don’t think so, quite, sir, because I believe it was on 
Febru: — 28 that the board had declined both the $548,000 application 
and the $125,000 application for working capital. 

Senator McCretian. That is right. But the point I am making 
is there is a whole lot of difference between $548,000 plus $125,000 
as a loan to a company for its over-all needs and a proposition to 
loan $80,000 additional just for working capital. 

Mr. Luce. That is not quite correct because 

Senator McCiettan. The point I am making is simply this: I 
am not trying to help or hurt anybody; I am simply trying to get 
the facts in the record. The $80,000 loan that was approved is not 
the same proposition, by any means, that the board had turned down 
on two previous occasions. 

Mr. Luce. It was an $80,000 loan for working capital, and a $125,000 
loan for working capital had been declined on February 28. 

Senator McCLetnan. Well, there is a lot of difference between 
$80,000 and $125,000, isn’t there ? 

Mr. Luce. Well, I just wanted to point that out, sir. 

Senator McCieitan. But the other, the over-all loan, was com- 
pletely eliminated. 

Mr. Luce. That is correct. 

Senator Nixon. On that point, I think what you were trying to 
bring out was that the Board did have before it, and the examiners 
had had before them, the proposition of a working capital loan of 
$125,000. 

Mr. Luce. Yes, sir. 

Senator Nixon. And that is what they turned down. 

Mr. Luce. Yes, sir; that is the point I am trying to bring out. 

Senator Nrxon. Between February 28 and March 3, no new appli- 
cation was filed, was it? 

Mr. Luce. Not so far as I know; no, sir. 

Senator Nixon. The Board still had before it on March 3, the 
$125,000 application for working capital, and then proceeded to grant 
it for $80,000. 

Mr. Luce. I think that is a fair statement; yes, sir. 

Mr. Franagan. To get the record entirely straight on that one 
point, on the 28th, the Board had before it two alternative courses of 
action. 

Mr. Luce. Correct. 

Mr. Fuanacan. One, to grant the $125,000; the other to grant 
$550,000, 

Mr. Luce. $548,000; yes, sir. 

Mr. Fuanagan. $548,000; also on the 28th, and this is a matter of 
record, I believe, I know the Board had Mr. Dodds’ memorandum be- 
lore it, suggesting an $80,000 loan. 

Mr, Luce. On February 28? 
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Mr. Fianacan. Yes. The record will show that. 

Mr. Luce. I don’t recall that. 

Mr. Fianacan. And on February 28 it also had Mr. Dodds’ memor- 
andum recommending or suggesting a loan of $80,000, and for some 
reason it made no determination on the loan for $80,000. 

Mr. Luce. That I don’t know. 

Mr. Fianacan. The record will show that. 

Mr. Luce. I don’t recall. 

Mr. Franacan. Were you ever contacted by Mr. Merle Young, 
either directly or indirectly, in connection with the American Litho- 
fold loan ? 

Mr. Luce. No, sir. 

Mr. Fuanacan. Were you ever contacted directly or indirectly in 
connection with the American Lithofold loan by Mr. Boyle or any rep- 
resentative of the Democratic National Committee ? 

Mr. Luce. No, sir. 

Mr. FranaGan. Were you ever contacted directly or indirectly by 
Mr. Finnegan, James Finnegan, in connection with this loan? 

Mr. Luce. No, sir. 

Mr. FuanaGan. Have you ever been contacted directly or indirectly 
by Mr. Max Siskind, a local attorney, in connection with this loan? 

Mr. Luce. No, sir. 

Mr. Franacan. Have you or has any member of your family 
received directly or indirectly any gift or gratuity of any kind from 
any representative or employee of the American Lithofold Corp.’ 

Mr. Luce. No, sir. I had lunch with Mr. Toole. 

Mr. Fianacan. Other than, we will say, an occasional lunch? 

Mr. Luce. No, sir; no, sir. 

Senator Nixon. One question: Referring to Mr. Flanagan’s ques- 
tions and to the individuals that he named, have any of those indi- 
viduals contacted you on a loan for any other company ¢ 

Mr. Luce. No, sir; I don’t know of any of those individuals named. 

Senator Nixon. None of the individuals named ever contacted you 
on any other matter ? 

Mr. Luce. No, sir. 

Senator Hory. Thank you, Mr. Luce. Stand aside. 

Mr. Frank Prince? 

Hold up your right hand, Mr. Prince. Do you solemnly swear 
the testimony you shall give in this hearing shall be the truth, the 
whole truth, and nothing but the truth, so help you God ? 

Mr. Prince. I do. 

Senator Hory. Before proceeding with the testimony of Mr. Prince, 
there will be marked as “Exhibit 11” the minutes of a special meeting 
of the Board of Directors on March 3, 1949. 

(The document referred to was marked as “Exhibit No. 11,” and 
will be found in the appendix on p. 1208.) 

Senator Horry. Mr. Bchen give your name and address to the 
reporter. 


TESTIMONY OF FRANK PRINCE, BALTIMORE, MD. 


Mr. Prrncr. My name is Frank Prince, P-r-i-n-c-e. The address 
is 4511 Roland Avenue, Baltimore 10, Md. 
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Senator Hory. What position do you hold or did you hold with 
the RFC? 

Mr. Prince. I don’t hold any now; I am not with the RFC. I 
held several positions there over a period of approximately 5 years. 

Senator Hory. How long since you have not been connected with 
the RFC? 

Mr. Prince. May 10 of this year, as I recollect it. 

Senator Hory. All right. Now, what positions did you hold in 
1949—1948 or 1949 and 1950 with the RFC? 

Mr. Prince. In 1948 I was connected with the Small Business Di- 
vision of the RFC. 

Senator Hory. What were your duties in that connection ? 

Mr. Prince. I was a reviewer; I reviewed cases the amount of which 
did not exceed $100,000. 

Senator Hory. That was with small business concerns? 

Mr. Prince. Yes, sir; that was the classification given by the Board 
for small business cases. 

Senator Hory. Were you on the review board at the time that the 
American Lithofold application was considered by the review board ? 

Mr. Prince. I never was on the review board, Senator. 

Senator Hory. This is just review ? 

Mr. Prince. Review within the Smail Business Division. 

Senator Hory. I see. You were not a member of the review board? 

Mr. Prince. No, sir; I never was a member of the review committee. 

Senator Horry. Did you ever have anything to do with handling this 
loan with the American Lithofold Corp. ? 

Mr. Prince. Which one do you mean, sir? 

Senator Hory. The one for $80,000. 

Mr. Prince. No, sir; Mr. Dodds handled that. 

Senator Hory. Did you have anything to do with handling the 
second one ?¢ 

Mr. Prince. Yes, sir. 

Senator Hory. What was your connection in handling that? 

Mr. Prince. Well, sir, by the time this second loan came up, I had 
been changed over to Chief, Loan Operations Division, Office of Loans. 
I had gone out of the Small Business Division. 

Senator Hory. Yes. All right now, what connection did you have 
with that loan application? 

Mr. Prince. Well, sir, as I remember, according to my best recollec- 
tion—you see, I have been away from the RFC over 4 months now, 
and I will have to testify according to my best recollection. 

Senator Hory. All right. 

Mr. Prince. As I recall it, Mr. R. J. Blauner who, at that time, I 
believe, was vice president of the company and probably general man- 
ager of the company, or seemed to be, came in to see me. 

It was my duty down there to see people and interview people or 
applicants for loans or borrowers or anybody else that wanted to take 
up any type of business at all with the Corporation, generally speak- 
ing; and he told me—-Mr. Blauner told me—that he wanted to file, as 
I recall it, a new application to get over-all refinancing; in other 
words, he wanted to put his eggs all in one basket. 

So, as I recall it, I says to him, “Well, you have already, so I under- 
stand, before I took this job over, been through this thing here once, 
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and we can’t go back up to the Board with the same old dead horse 
and just start ‘all over again until we have got something new in this 
thing. What have you got new?” 

“Well,” he says, “I own the land and building”—as I recall it—“per- 
sonally, and I will deed those over to the company and take additiona| 
stock in the company,” and he says, “I am paying this high rate of 
interest to the factors in Chicago, and I still want to get refinanced and 
get my eggs all in one basket.” 

He says, “This $80,000 loan that they made me is just about equal 
to no loan at all or worse than no loan at all for refinancing purposes 
or operational purposes.” 

He claimed it was inadequate, and as a loan man, I could see there 
was some merit in that contention. 

Senator Horry. All right. Now, as a result of your discussions 
with him, what was finally done so far as you are concerned with ref- 
erence to that second loan ¢ 

Mr. Prince. Well, I told him that, of course, as I recall it, that he 
would have to, of course, file a new application and see what the Board 
would do about it; that I could not tell what they would do about it. 

Senator Horry. All right. What was done? 

Mr. Prince. So, right at that point he says to me, “Well, if I file 
a new application I don’t want to get back into the hands of the 
same people that handled it before because I want—haven’t you got 
somebody here that wasn’t in on the other transaction w hose mind 
isn’t colored by those events? Couldn’t you let me talk to somebody 
that would be open-minded,” is the way he meant. 

I says, “Yes; I can get you somebody.” 

When we talked with people on that basis—when I talked with 
them, and Mr. Dodds and Mr. Howard—we would also call an ex- 
aminer to be present at the conference in order to give the applicant 
the benefit of his trip to Washington. 

So I called an examiner that I thought would serve adequately in 
this instance. 

Senator Horry. Whom did you call? 

Mr. Prince. Mr. Frank Williams. 

Senator Hory. All right. 

Mr. Prrxcr. So I introduced them, and I told Mr. Blauner, I said, 
“T consider Mr. Williams a strong examiner, and he will give you 
whatever you deserve, and whatever you don’t deserve you won't get 
from him; so you go on with him, and you are going to have to live 
with him from now on out.” 

So, Mr. Williams took him on and, I think, in the absence of any 
records—I don’t have them—I think Mr. Williams told him what to 
do, how to do it, told him to go to St. Louis, file his application, and 
let it come through in the regular channels. 

Senator Hory. Mr. Prince, did you have anything further to do 
with this loan ? 

Mr. Prrvce. Nothing other than my job called for. You see, I was 
the head of the Oper ations Department, and it was my job to keep 
things moving. I never did tell Mr. Williams anything about what 
he was going to write or what he was not going to write. 

Senator Horry. Did you have anything to do with approving or 
disapproving the examinations? 

Mr. Prince. No, sir. 
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Senator Horry. That was not part of your duty ? 

Mr. Prince. No, sir; not directly. I was responsible to the Board, 

through Mr. Dodds, who was also previously moved in. He was still 
my boss. 

‘Senator Hory. Yes. 

Mr. Prince. He and I were responsible for getting these cases to the 
review committee and getting them up there, but we didn’t, as a rule, 
make 

Senator Horry. Do you have any personal recollections of any fur- 
ther connections you had with this loan ? 

Mr. Prince. Nothing except general. You see, all of these loans 
in that job, I had a general responsibility 

Senator Hory. W That I am trying to get at is whether or not you 
did anything approving or disapprovi ing ‘the loan—— 

Mr. Prince. No, sir. 

Senator Hory (continuing). After Mr. Williams had done the 
investigating ? 

Mr. Prince. No, sir; I did not interfere with Mr. Williams at all. 

Senator Horry. The report of Mr. Williams would go to the review 
committee ? 

Mr. Prince. Yes, sir. 

Senator Horry. All right. 

Mr. Prince, in your connection with the handling of this loan, did 
you have any communications from anybody, the national committee, 
Mr. Boyle, Mr. Young, or anybody in connection with the national 
committee about it? 

Mr. Prince. No, sir; I did not. When Mr. Blauner came in he 
said to me, as I recollect it, he said, “I am going to handle this one 
myself,” He says, “I think some of our troubles on the other try was 
caused by too much aggressiveness on the part of Mr. Toole.” 

I said, “Well, is Mr. Toole going to be in on this one?” I wanted to 
get braced for him, you know, if he was going to be on it, and be ready 
for it. 

He says, “No; I am going to handle this myself.” 

Senator Hory. All “right. You may proceed, Mr. Flanagan. 

Senator Nixon. Just before you leave that point, Mr. Chairman, 
you said that he said his difficulties in the other try was caused by 
Mr. Toole? 

Mr. Prince. Well, he said by his aggressiveness. 

Senator Nrxon. His aggressiveness? Did you hear Mr. Toole’s 
testimony when he was here? 

Mr. Prince. I heard it on Friday and Saturday; I didn’t come 
until I was called on Friday. 

Senator Nrxon. Did vou hear his testimony to the effect that he 
apparently had reached a dead end in his so-called agoressive tactics 
until Mr. Boyle placed his call which arranged for the appointment 
with Mr. Hise? 

Mr. Prince. I heard him say that, Senator, because I didn’t know 
anything about that. 

Senator Nixon. In other words, Mr. Toole apparently was of the 
opinion that Mr. Boyle was primarily responsible for getting action 
on this loan rather than his aggressiveness, Mr. Toole’s aggressive- 
ness, was he not? 
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Mr. Privce. Well, I also heard him say that he thought he got it, 
too. 

Senator Nixon. He thought he helped. 

Mr. Prrivce. Mr. Toole himself. I also heard him say that, too. 

Senator Nixon. Go ahead, Mr. Flanagan. 

Senator McCietian. One word there: You also heard Mr. Toole 
say he opposed going to see Boyle? 

Mr. Prince. I also heard him say, and I saw it in the paper. 

Senator McCartuy. You are no longer with the RFC? 

Mr. Prince. That is right, Senator. 

Senator McCarruy. When did you sever your connection with the 
RFC? 

Mr. Prrvce. May 10, as | recollect, of this year. 

Senator McCarruy. Of this year? What were the circumstances 
surrounding that? Did you quit or were you asked to resign $ 

Mr. Prince. I was asked to resign by the new Administrator. 

Senator McCarruy. By Mr. Symington? 

Mr. Prince. Yes, sir. 

Senator McCarruy. Would you care to very briefly give us the 
facts, the background, for the reason he asked you to resign ? 

Mr. Prince. Well, I don’t mind giving it the best I recollect it. He 
called me up there and told me it would be better for me and better 
for him if I wasn’t there, and I said, “Well, what have you got against 
me?” He said, “Nothing.” TI said, “What am I supposed to have 
done wrong?” He said, “Nothing,” so far as he was concerned. He 
says, “I will tell you another thing: When you get ready to get an- 
other job,” he says, “please let me help you get it.” He used the word 
“please.” That is all I know. 

Senator McCarrny. Had you been accused of any irregularity or 
improper conduct in connection with any loan? 

Mr. Prince. Well, there had been some false charges filed against 
me; yes, sir. But from his indication he didn’t seem to think that 
had much bearing on it. 

Senator McCarrnuy. Charges in connection with what loan? 

Mr. Prince. The Mobile Paper Mill Co., Mobile, Ala. 

Senator McCartuy. Mobile what? 

Mr. Prince. Paper Co., Mobile, Ala. 

Senator McCarruy. I do not want to go into this in any great de- 
tail, but what roughly were the charges? 

Mr. Prince. Well, that was another refinancing proposition and in 
which there was considerable new money called for by the Board 
to be put up by the company, and this man alleged that I told him 
he would have to give a certain amount of stock, which I didn’t do, 
but that was the allegation, as I understand it. 

Senator McCarruy. Did you get any gifts from the Lithofold 
Corp. ? 

Mr. Prince. Yes, I got some gifts. I got, during the holiday sea- 
sons, several holiday seasons, over a period of 2 years, I got some fruit, 
several boxes of fruit, and some other edibles. 

Senator McCartuy. What were the other edibles, hams? 

Mr. Prince. I think there was one small ham there and one smal! 
turkey. I think that ham was in the Christmas of 1949, and I think 
the turkey was Thanksgiving of 1950. Now, there are two other 

items I want to mention. 
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He also—Mr. Blauner also—sent my family a small bottle of per- 
fume and a camera. 

Senator McCarruy. And a camera? 

Mr. Prince. That is right, sir. 

Senator McCarruy. A Polaroid camera ? 

Mr. Prince. That is right, sir. 

Senator McCarruy. The value of such a camera is, I believe, about 
$103, is that right ? 

Mr. Prince. I wouldn’t know, sir; I never asked. 

Senator McCarrnuy. Do you know what kind of perfume he sent 
your family ¢ 
’ Mr. Prince. No, sir; I don’t. 

Senator McCarrnuy. You say only one ham? 

Mr. Prince. That I can remember of. 

Senator McCarrny. And one turkey ? 

Mr. Prince. That is all Ican remember. 

Senator McCarrny. And fruit, did you say ? 

Mr. Prince. Oranges, principally. 

Senator McCartuy. Roughly how may dozen oranges, how many 
times, how many dozen ? 

Mr. Prince. Oh, it would be difficult to say. I wouldn’t want to 
say two times or three, but it would be somewhere—two three, four 
times, more or less. 

Senator McCarruy. And you never returned any of these gifts? 

Mr. Prince. No, I didn’t. I always intended to send the camera 
back because it is a white elephant. I don’t know how to use it. 

Senator McCarruy. I say you never returned any of the gifts, did 
you! 

Mr. Prince. No, sir. 

Senator McoCarruy. Did you then or do you now think it is proper 
for an official of the RFC to take gifts of that nature from applicants 
for loans? 

Mr. Prince. I don’t think he was an applicant. I don’t think he 
was an applicant all of these times. I think some of these things were 
after he paid the loan off. 

Senator McCarrny. I did not get that. 

Mr. Prince. I say I don’t know the date when he paid the loan off, 
but I think he sent me some of these things after the loan was paid; I 
am not certain of that. 

Senator McCarrny. Yes; but let us get back to the question, did 
you think then or do you think now it is proper for an RFC official to 
take gifts of that nature, gifts, for example, some of which were worth 
$100, from a firm that is applying for a loan? 

Mr. Prince. Well, I would not think if it had any bearing on the 
loan; but I think at the time that he sent that, I think the loan had 


been made and repaid. What was the date of the repayment, could 
I have that? 


Senator Hory. August, 1950. 

Mr. Prrnow. August, 1950? Well, he sent that camera as of Christ- 
mas, 1950. 

Senator MoCartnuy. You got gifts in 1949 also. 

Mr. Prince. Well, a ham, yes, and maybe a box of oranges. 

Senator McCarruy. Well, now, do you honestly think it was proper 
or improper for an RFC official to accept gifts from a loan applicant? 
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Mr. Prince. Well, that is a question, Senator. I was not doing any 
more for him than I was doing for anybody else. 

Senator McCarruy. Yes, I know, but do you now think it is proper, 
we will say, for other officials, those that are still there, to take gifts 
as you accepted gifts?) Would you approve of that or disapprove / 

Mr. Prince. Well, I don’t intend to let anybody else send me any- 
thing. 

Senator McCarrny. Pardon! 

Mr. Prince. I don’t intend to let anybody else send me anything. 

Senator McCarrny. I know. If you would rather not answer that 
question, I do not want you to—— 

Mr. Prince. Well, I mean it is a matter of opinion. I don’t think 
there is anything wrong in a box of oranges or a small ham. I think 
they cause you more trouble than they are worth. 

Senator McCarruy. How about a large ham ? 

Mr. Privce. I don’t want a large one. 

Senator McCarrny. Is it the size of the ham 

Mr. Prince. Sir? 

Senator McCarruy. I say, would the size of a ham be controlling in 
your decision? You said you do not think it was improper to take a 
small ham. 

Mr. Prince. I think so because I didn’t have use for a large ham. 

Senator McCarruy. How large a ham do you think an RFC official 
could take? 

Mr. Prince. I would say 8 pounds, 8 or 9 or 10. [Laughter.] 

Senator McCarrny. How about, let us say, if he took one that 
weighed 11 pounds. Would you say that was improper? 

Mr. Prince. I would stop at 12. 

Senator McCarruy. You would stop at 12? 

Mr. Prince. Yes, sir. 

Senator McCarruy. How about a camera? 

Mr. Prince. Well, anybody who wants the camera can have it. 
Nobody in my family knows how to work it. It is a white elephant. 
I can’t understand the book on how you work it. 

Senator McCarrny. Let me ask you this; if you were doing it over 
again would you not have sent those gifts back when you received 
them ? 

Mr. Prince. I did intend to carry the camera back, because it is no 
good. 

Senator McCarruy. How about if it were good ? 

Mr. Prince. Well, I intended to carry it back all along, but I have 
not seen him. 

Senator McCarrny. Even if it were of some value ? 

Mr. Prince. That is right. It is no use; it is nothing but a gadget. 
I would have to go to school to learn how to work that thing. 
[ Laughter. | 

Senator McCarruy. Did Mr. Green give you any gifts other than 
those you mentioned ? 

Mr. Prince. Green did not give me anything. 

Senator McCarruy. Mr. Green did not ? 

Mr. Prince. No; I was talking about Mr. Blauner. 

Senator McCarruy. Did Mr. Green give you anything ? 

Mr. Prince. I may have gone to lunch with him once or twice. 
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Senator Nixon. You say Mr. Blauner gave you the camera? 

Mr. Prince. I thought so. 

Senator Nixon. What made you think that? 

Mr. Prince. Well, he told me it was for my wife and my boy, and he 
said, “It is not for you.” 

Senator Nrxon. He specifically ? 

Mr. Prince. Yes, sir; he specifically gave it to them, not tome. Iam 
glad you brought that out. I omitted that. 
~ Senator Nixon. The a is true of all these other gifts? They 
were from Mr. Blauner, as I understand it ? 

Mr. Prince. Mr. Blauner, personally. 

Senator Nixon. Mr. Blauner told you—— 

Mr. Prince. Personally. 

Senator Nixon (continuing). He personally gave them to you ¢ 

Mr. Prince. That is what he told me. 

Senator Nixon. He told you? 

Mr. Prince. Yes. 

Senator McCarruy. Are you sure of that? There is no question 
about that? Mr. Blauner told you that he was sending you the ham, 
the turkey / 

Mr. Prince. That is what I understood. Of course, if it was some- 
body else, I just don’t know about it. 

Senator McCarruy. Did you get any gifts from anyone else ? 

Mr. Prince. No, sir. 

Senator McCarruy. Who had any connection with the Lithofold 
Co. 

Mr. Prince. No, sir; that is all I remember. If there are any 
others in there they have slipped my memory. It is my purpose to 
tell you about all of them. 

Senator McCarruy. How about gifts in connection with this other 
loan, the Mobile ? 

Mr. Prince. No. 

Senator McCartuy. Did you get any gift from anybody else while 
you were in the RFC, anyone e Ise who had a loan application pending 
there, or who had a loan? 

Mr. Prince. I have got some other fruit. 

Senator McCarruy. Pardon me; anyone who either had a loan 
application pending or subsequently made application for a loan or 
who had money bor rowed from the RFC? 

Mr. Prince. Well, Senator, I can’t remember the names, but I got 
other boxes of oranges. I have been getting them since I was a loan 
clerk in the bank back in 1919. 

Senator McCarruy. And other than oranges- 

Mr. Prince. I have been getting fruit. When I was a messenger 
boy runner for the bank, collecting drafts, people used to give me a 
banana to eat when I would go into a place to collect the draft. I 
would go into a restaurant to ¢ ollect a draft for a carload of flour, and 
they would give me a cup of coffee. I don’t think there is anything 
wrong with that. That is as far back as 1919 when I came back from 
the field artillery. 

Senator McCarruy. Let us forget for the time being about the 
fruit, and let me ask you this question: Did you receive any other 
gifts while you were with the RFC from anyone who either had an 
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apphcation for a loan pending, subsequently made application fo, 
a loan, or who had money borrowed from the RFC? 

Mr. Prince. No. I got some fruit generally Christmas from some 
people. 

Senator McCarruy. Let us get away from the fruit. 

Mr. Prince. That is about all. 

Senator McCarriy. You say about all. What else? 

Mr. Prince. Somebody sent me a pie one time. [Laughter.] 

I thought it was strange sending it through the parcel post. 
[ Laughter. } 

Senator McCarrny. All right. Now, we will drop the pie and the 
fruit. Anything else? 

Mr. Prince. Not that I can remember, but I don’t say I didn’t 
get some kind of edibles from people, as I say, as far back as I wa: 
a runner for the bank. 

Senator McCarruy. Let us leave out the edibles for the time being. 

Mr. Privce. Well, that is about all. 

Senator McCarruy. When you say “about all”—— 

Mr. Prince. That is all I can remember. 

Senator McCarruy (continuing). Do you remember any other 
gifts? 

Mr. Prince. No; I can’t remember any other gifts. I can’t speci- 
fically remember who sent those other things I referred to generally 
I tell you the reason I remember this Lithofold thing is because | 
have been giving it some thought, because I figured that question 
would be asked. 

Senator McCarrny. You say Mr. Symington, when he asked you 
to leave, told you that he would help you get another job? 

Mr. Prince. Yes, sir: he certainly did. 

Senator McCarruy. Did you ever have your expenses paid 

Mr. Prince. No. 

Senator McCarruy (continuing). By anyone else? 

Mr. Prince. No, sir. I even traveled on $5 a day and paid $9 a 
day for a hotel room. | Laughter. | 

Senator McCarruy. That is all. Thank you, Mr. Flanagan. 

Senator Hory. Off the record. 

(Discussion off the record.) 

Mr. Fiuanacan. Mr. Prince, when did you leave the Small Business 
Section of the RFC and go into the Office of Loans? 

Mr. Prince. Well, 1 brought my personal things along with me. 

Mr. FLanacan. Just give me the date that you left the Small Busi 
ness group and went into the Office of Loans. 

Mr. Prince. I was transferred from the position of Administrative 
Assistant, Small Business Division, Washington, D. C., to Chief, 
Loan Operations Division, Office of Loans, Loan Operation Division, 
Washington, D. C., on the 3d day of June 1949. 

Mr. Fuanacan. Up until June 3, 1949, then you handled matters 
involving small loans? 

Mr. Prince. Yes, sir; principally loans that had been turned down 
in the several agencies, and I was supposed to be able to try to work 
out some way to help these small-business people, if possible. 

Mr. Fuanacan. After your transfer to the Division of Loans, it is 
my understanding then that you were contacted on several occasions 
by Mr. Blauner in connection with his second loan ? 
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Mr. Princes. After I was transferred, you said? 

Mr. FranaGan. Yes, afterward. 

Mr. Prince. Yes. That was part of my job. 

Mr. FranaGan. Yes; I realize that. 

Mr. Prince. I was the man he was supposed to see. 

Mr. Franacan. Were you also contacted after you had left the 
Small Business Division on several occasions by Mr. 
connection with the American Lithofold loan ¢ 

Mr. Prince. After I left the corporation ? 

Mr. Fuanacan. No: after you left the Small Business Section. 

Mr. Prince. Well, he worked for the company. 

Mr. Franacan. That is right. 

Mr. Pernce. He was with Mr. Blauner that day he came in. 

Mr. Fuanacan. I asked if you were contacted by Mr. Green 
several occasions. 

Mr. Prince. Yes, sir. He sat in on that day. 

Mr. Fuanacan. Did he take part in the negotiations / 

Mr. Prince. I didn’t know he knew anything about the finances. 
So far as I know, he was a salesman. 

Mr. Franacan. How long had you known Mr. Green? 

Mr. Prince. I think since the fall of 1948; I think I met him. 

Mr. Fuanacan. Under what circumstances did you know him? 

Mr. Prince. I think that Mr. Willett, who at that time was one 
of the directors, called me up to his office to interview some people, 
and it turned out to be Mr. Green. 

Mr. Franaean. In connection with the American Lithofold Co. ? 

Mr. Prince. No; in connection with another 

Small Business case. 

Mr. Franacan. You say that you previously contacted Mr. Green 
in connection with another case not American Lithofold ? 

Mr. Prince. Well, he was there. 

Mr. Franacan. What was the other case? 

Mr. Prince. I think it was the Ory Lumber Co., Fairmont, Ga., 
that had been turned down, and they had come in to try to see if the Vv 
could not work out a case; and Mr. Willett called me up there to take 
him over, just like I called Frank Williams to take up this thing. 

Senator Nixon. At that point, may I say something to this wit- 

( You realize you are under oath at the moment, Mr. Prince ? 
Prince. Yes, sir. 

Senator Nrxon. I think you should know that Mr. Green testified 
under oath that he did not intervene on behalf of any other RFC 
applicants. 

Now, search your memory carefully before you give testimony on 
this point. 

Mr. Princr. I think, Senator, probably that from his standpoint 
might be correct. He was just there; he didn’t have anything to do 
with it. 

Senator Nrxon. Go ahead, Mr. Flanagan. 

Mr. Franacan, You say in the fall of 1948 Mr. Green was in Mr. 
Willett’s office with some representatives of Ory Lumber Co.? 

Mr. Prince. Well, it was Mr. Ory himself, as I recall it. 

Mr. Fuanacan. What was Mr. Green doing there? What did he 
represent himself to be? 
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Mr. Prince. I presume they were friends; I don’t know. 

Mr. Fianacan. He just came along? 

Mr. Prince. I suppose he was a friend. 

Mr. Fuanacan. From then on did you handle the case involving 
the Ory Lumber Co. ? 

Mr. Prince. Well, as I recall that, it was a case which we called 
an agency case, and I think the agency involved in that case was 
Atlanta, and I went over the file with Ory. 

Mr. Willett told him to come back the next day. I went over the 
file with Ory, and told him to go back to Atlanta, and made a fey 
suggestions to him, and see if he could work something out down there. 

Mr. Franacan. Was that the end of your connection with that case? 

Mr. Prrvce. It was for a while; and then, I think, in January of 
1949, Mr. Willett sent me down to Fairmount, Ga., or caused me to 
be sent to Fairmount, Ga., and I went out and inspected the plant, 
along with some examiners from Atlanta; and, following that, my 
best recollection is that Atlanta did not make him a loan. 

Mr. Fianacan. Did you recommend against it ? 

Mr. Prince. No. If I had been writing it up, I think I would have 
made it, but it was something that the Atlanta agency was handling, 
and I think maybe if I had been handling it I would have worked 
out a deal, a loan for them. 

Mr. Fuanacan. After this first meeting with Mr. Willett when 
Mr. Green was present—and we are asking these questions about Mr. 
Green because he has previously testified, as Senator Nixon pointed 
out, that he never contacted the RFC in connection with other cases— 
and 

Mr. Prince. Mr. Flanagan, I don’t think he knew anything about 
this case. I think he just brought this man over there and introduced 
him to Mr. Willett. 

Mr. Fianacan. After that first time that Green came in in connec- 
tion with the case when he was there or Mr. Ory and Mr. Willett, 
did Green ever contact you again concerning the Ory Lumber Co. 
case ? 

Mr. Prince. I think he came back the next morning. Mr. Willett 
told him 

Mr. Franacan. Who came back? 

Mr. Prince. Both these people. 

Mr. Fuanacan. You mean Green and Ory? 

Mr. Prince. Because Mr. Willett told him that it was getting late. 
and that I lived in Baltimore, and they didn’t have anything important 
enough to keep me there after hours, and told them to come back the 
next day, and they did. 

Mr. Franacan. Did Mr. Green come back after these occasions 

Mr. Prince. I think he came back the next morning. 

Mr. Franacan. Did he ever come back after that? 

Mr. Prince. I don’t think so. 

Mr. Franacan. Did he ever contact you after that? - 

Mr. Prince. I don’t remember that. 

Mr. Frianacan. Did you feel that was an ordinary case in the 
RFC, the Ory case? 

Mr. Prince. Oh, sure; people always accompanied people. 


Mr. Franacan. Did you know what Green’s connection was with the 
Ory Lumber Co. ? 
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Mr. Prince. No, sir; I didn’t even ask. Just assumed they were 
friends. 

Mr. Fuanacan. This Ory Lumber Co. case was a small-business 
case and was handled by the agency ? 

Mr. Prince. I believe it was; I can’t remember the amount. 

Mr. Fuanacan. Was it the usual practice for you, as a Washington 
representative, to go out in the field ? 

Mr. Prince. If 1 was sent; ves, sir. 

Mr. Fuanacan. If : was a difficult small-business case? 

Mr. Prince. Yes, si 

Mr. FLANAGAN. Did you ever consider there was any pressure of 
any type in connection with the Ory Lumber Co. case ? 

Mr. Prrxce. No; not particularly. 

Mr. Franacan. What do you mean “not particularly”? 

Mr. Prince. All these applicants themselves pressure when they are 
turned down. 

Mr. Fuanacan. I mean, was there any pressure from outside the 
applicant itself é 

Mr. Prince. None on me. 

Mr. Fuanacan. Was there any on anybody in the RFC? 

Mr. Prince. Not that I know of. 

Mr. Fuanacan. They just considered it along—— 

Mr. Prince. I just considered it like they did any other small-busi- 
hess Case. 

Mr. Franacan. An ordinary small-business loan. 

I have here, Mr. Prince, the file of the Atlanta office of the RFC. 
and I am reading from a memorandum dated January 25, 1949, at 
the time the Ory “Lumber Co. case was pending at Atlanta, and it is 
a report of the examiner by in name of C. B. Turner. Do you know 
Mr. Turner / 

Mr. Prince. I think he went up to Fairmount with me. 

Mr. Fuanacan. He accompanied you; did he not? 

Mr. Prince. I think he did. 

Mr. FuanaGan. This is a memorandum he put in the file concern- 
ing your trip, and he has this to say in the sec Cad paragraph, which 
I will read, which will give us the whole idea. 

Mr. Prince and the undersigned made a trip to Fairmount to inspect the plant 
and also contacted Mr. Dyer, president of the Commercial Bank at Jasper. 
Prince advised that Ory had a better set-up than he thought and that he was in 
hopes we could give commitment to Ory that would protect the Corporation and 
at the same time allow him to comply with the terms and conditions required 
without working any undue hardships on him. During our conversation with 
Ory, he mentioned that he had good connections in Washington and could get 
things done where others could not, and your examiner is inclined to believe his 
connection is through the C. J. Harris Lumber Co. of Jefferson, Mo. 

When he says in there “during our conversation,” that is the con- 
versation between Turner, Prince, and Ory. 

Do you remember Mr. Ory’s making a statement that he had good 
connections in Washington and could get things done where others 
could not ? 

Mr. Prince. He well might have made it, but a lot of them said 
that. He well might have said that, but I don’t remember it particul- 
arly, because a lot “of people said that. 

Mr. Franaean. Did you place any credence in his statements that 
he had good connections ? 
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Mr. Prince. No. 

Mr. Fianacan. Did you say “Yes” or “No”? 

Mr. Prince. No. In other words, the loan had to qualify so far 4s 
I was concerned on its merits, and that is also indicated in there. 

Mr. FianaGan. And you say that you placed no credence on the 
fact that he said he had good connections in Washington ? 

Mr. Prince. No. I didn’t look them up. He might have had 
them and he might not have had them. A lot of these people who 
claim they have connections, when you look into them they don't 
amount to a thing in the world. 

(The memorandum previously referred to, dated January 25, 149, 
was marked as “Exhibit No. 12” and may be found in the appendix 
on p. 1209.) 

Mr. Fuanaaan. I have here a memorandum of a telephone conver 
sation between Mr. Everett of the RFC office in Atlanta and Mr. 
Chauncey Dodds of Washington, and I will read this paragraph or 
parts of it: 


Mr. Prince was brought in on the conversation at this point and advised that 
had told— 


in other words, you started to talk on the telephone— 


Ory this would have to be handled either in the form of a Georgia invent: 
mortgage— 


and he goes on to say how it will have to be handled. 

He— 

meaning Prince— 

expressed himself as believing the loan was all right—that applicant has a pretty 
good sawmill and is turning out a pretty good grade of lumber. Prince told M 
Ory that there were too many people pressing this thing for him to break fu 
with them. 

Who was pressing ? 

Mr. Prince. Too many people doing what ? 

Mr. FLanaGan, (reading) : 

Prince told Mr. Ory that there were too many people pressing this thing for 
him to break faith with them. 

Mr. Prince. Well, Ed Willett, for one. 

Mr. Fuanacan. Ed Willett was pressing you? 

Mr. Prince. Well, he wanted me to get something done about it. 

Mr. Fianacan. Would you call that pressure? 

Mr. Prince. No, not of the type—— 

Mr. Fianacan. You told your man in Atlanta that “too many 
people were pressing you to break faith with them.” 

Did Director Ed Willett show unusual interest in this little case! 

Mr. Prince. No, I don’t think so; but he sent me down there, and 
T wanted to make good, if I could. 

Mr. Franacan. I might state for the record that this company 
eventually got a loan for $45,000. 

Mr. Prince. Well, I was just thinking about it. It seemed to me 
they did get some loan later, but I didn’t know about that until I 
saw it on the record. That was some time later, too. 

Mr. FLanacan. Who was pressing you? What was the pressure 
you were talking about in this case ¢ 


Mr. Prince. Oh, just Ory. 
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Mr. FianaGan.. Well, it couldn’t be Ory. You said you were tell- 
ing Ory that there were other pressures. 

Mr. Prince. Well, I will have to try to recollect now. 

Mr. FLanacGan. You said Ed Willett was pressing you on the case. 

Mr. Prince. Well, not any more than just to send me down there, 
and I wanted to make a loan out of it if I could. 

Mr. Fuanacan. Did Green have any influence in this case at all? 

Mr. Prince. No, I don’t think—— 

Mr. Fuanacan. You do not consider that Green had any influence? 

Mr. Prince. I just think he was a friend of Ory’s, that is all, and 
I don’t know where he knew him or how he knew him, but I think 
they were friends. 

Mr. Fuanacan. Did Willett indicate that Green and Ory were 
friends ¢ 

Mr. Prince. No, sir; I can’t say that he did. 

Mr. Furanacan. How many times did you see Mr. Willet, who was 
then a director, on the ordinary little loan of under $100,000? 

Mr. Prince. Two or three times a week. 

Mr. FLanaGANn. On every case ¢ 

Mr. Prince. I understood you to say how many times would I 
ordinarily see him in 

Mr. Fuanacan. In connection with any ordinary single loan case. 

Mr. Prince. Two or three times a week. 

Mr. FLanaGan. On every case? 

Mr. Prince. No, sir; on any case he wanted to know about. 

Mr. Fuanagan. And you handled hundreds of these cases ? 

Mr. Prince. Yes, sir. 

Mr. Fuanacan. Looking at Mr. Willett’s diary, we find this record, 
and I want to ask your comments on it. 

November 10, 1948— 
this is from Willett’s diary, who was then a director— 

Cecil Green in office with Mr. Ory of Ory Lumber Co., Fairmount, Ga. Also 
Frank Prince. 

That is the meeting you were talking about. 

November 16: Frank Prince re Ory Lumber. 

That is the second call. 

November 22: Frank Prince re Ory Lumber. 

That is the third call. 

Mr. Prince. From Willett’s office ? 

Mr. Fianacan. Mr. Willett’s office. 

December 21: Frank Prince re Ory Lumber. 

Mr. Prince. Well, he called more times than I remembered. 

Mr. FLANAGAN (reading) : 


February 16: Phoned Frank Prince re agency authorization of Ory Lum- 
ber Co. 


That is five calls that you made on a member of the Board of 
Directors on a $45,000 loan, 

Mr. Prince. Well, sir, I don’t know whether I made the ealls or 
whether he called me. 
_Mr. Fuanacan. In any event you conferred with the director five 
times concerning that one loan. 
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Mr. Prince. Certainly on that; I don’t know whether I went to see 
him subsequently about some feature of it or whether he called me. 

Mr. Franacan. Is that what you were talking about when you were 
talking about pressure ? 

Mr. Prince. Virtually. 

Mr. Fuanacan. And that was the pressure you were talking about 
in this case? 

_ Mr. Privce. Well, yes. I am supposed to get something done about 
it. 

Mr. Fianacan. That was pretty severe pressure, was it not, on a 
little case? 

Mr. Prince. I think so. 

Mr. FianaGan. What did you say? 

Mr. Prince. I think it was. 

Mr. FianaGan. You think it was? 

Mr. Prince. I mean I was called more times than I really—— 

Mr. Franacan. Do you now have any recollection why Director 
Willett had such an extreme interest in this single case ? 

Mr. Prince. No, sir; he didn’t tell me. 

Mr. Franacan. Did Mr. Green tell you? 

Mr. Prince. I don’t know that he even knew. 

Mr. Fianacan. In other words, you knew there were pressures 
through Mr. Willett, and you do not know the reason for that pres- 
sure ? 

Mr. Prince. Well, I did not 

Mr. FLtanaGan. Listen to me now; is that correct ? 

Mr. Prince. Not according to my recollection, I don’t. 

Mr. Fianacan. You think it can have anything to do with Mr. 
Green’s interest in the case? 

Mr. Prince. It could. 

Mr. Franacan. But you do not know ? 

Mr. Prince. It could. 

Mr. FLanaGan. Why do you say it could? 

Mr. Prince. Well, it could have some connection with Ory’s alleged 
remarks when I was in Fairmont, Ga., that he would bring in some 
other people. 

Mr. Fianacan. Some influential and important people in Wash- 
ington ? 

Mr. Prince. That is right. 

Mr. Firanacan. Did you consider Green to be influential and im- 
portant in Washington ¢ 

Mr. Prince. No, sir. 

Mr. Fianacan. Did he have any connection, to your knowledge, 
with anybody who was? 

Mr. Prince. He told me he knew Bill Boyle; he told me he used to 
work for him. 

Mr. Fianacan. Did you consider any of the pressure in this case 
as emanating from any person such as Boyle or the national com- 
mittee—Democratic National Committee—or any such source ¢ 

Mr. Prince. I thought probably it might be generated from there 
if we didn’t go ahead and finish the case. But when I was in Atlanta 
and went up to Fairmont and came back, I talked with the Atlanta 
people, and they still didn’t want to make the loan, so that ended it so 
far as I was concerned. 
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Senator McCartiry. May I interrupt? 

Mr. Fuanacan. Go ahead. 

Senator McCarruy. When Mr. Green contacted you, did he ever 
indicate that Mr. Boyle was interested in the loan ? 

Mr. Prince. I don’t think so. I think any indication to that effect 
would have been from Ory himself. 

Senator McCarruy. From whom ? 

Mr. Prince. Mr. Ory himself. I say I think that any indication 
of that would have been from Ory himself—the applicant I am talking 
about. 

Senator McCartuy. Did the applicant ever indicate to you that 
Bovle was interested in the loan / 

Mr. Prince. I think he told me he knew him. 

Senator McCarruy. Did he ever indicate to you that Boyle was 
interested ¢ 

Mr. Prince. No, he didn’t, Senator. I think he said he would go 
to see him. 

Senator McCarrny. Were you in any way led to believe that Bill 

Jovle was interested in that particular loan ? 

Mr. Prince. I thought if this man went to see him he might get in- 
terested in it; but he never got any loan as a result of this trip, as I 
remember it. I think with some further negotiations he got this loan 
you referred to of $45,000. Wasn't that sometime later? 

Mr. Fuanacan. The $45,000 loan was approved on, or authorized on 
February 14, 1949. 

Mr. Prince. Well, my recollection is that I was in Atlanta after we 
came back from Fairmount; that the Atlanta office indicated they did 
not want to make him a loan, so I went on some other business. 

Mr. Franacan. Without going into all the facts and details in this 
case, which has no—— 

Senator McCarrny. Let me finish this line of inquiry, if I may. 
You said that during the consideration of this loan you had no reason 
to believe that Bill Boyle was interested in it. 

Mr. Prince. At that time, Senator. 

Senator McCarrny. You say “at that time.” My question is during 
the consideration of this loan application were you ever led to believe 
or did you think that Bill Boyle was interested in the granting of that 
loan? ‘That is a very simple question. 

Mr. Prince. Well, in answer to that, I thought from the conversa- 
tion that Mr. Flanagan referred to that Ory might go to him, but I 
don’t have any ree ollection of his ever going. 

Senator McCarruy. Let me make a suggestion to you, Mr. Green. 

Senator McCievuan. This is Mr. Prince. 

Senator McCarruy. Mr. Prince. You are under oath. The record 
shows Mr. Ory was present. Many of you gentlemen kept diaries. 
Let me ask you again, were you ever given to believe that Bill Boyle 
had an interest in the granting of this oan application ¢ 

Mr. Prince. Well, my best recollection i is that he might in the future 
be brought into it is what I am trying to say. 

Senator McCarruy. I am going to try to find out when the future 
came. Then were you led to believe he had an interest in it? 

Mr. Prince. No, because I never had any more to do with it after 
I was in Atlanta. 
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Senator McCarrny. Then your testimony was, during all the tine 
you had anything to do with the loan application, at no ‘time did you 
ever think, at no time were you ever led to believe, that Bill Boyle 
had an interest in the granting of the loan? 

Mr. Prince. Not actually ; not actually. I thought maybe, or | 
said he knew Mr. Boyle, and that he would come to Washington and 
see a lot of people, including him, but I don’t know that he ever cane 
for that pus ose. 

Senator McCarrny. Were you ever led to believe that Boyle had 
an interest in any other loan application upon which you were 
working? 

Mr. Prince. No, sir. 

Senator McCarruy. 

Mr. PRINce. 
loan. 

Senator McCarrny. All right. 

Did Green ever tell you that Boyle 

Mr. Prince. No, sir. 

Senator McCarruy. 

Mr. Prince. No, sir. 

Senator McCarruy. You are sure of that? 

Mr. Prince. I can’t recall any. 

Senator McCarruy. You do not recall that—let us put it this way: 
To your knowledge, Boyle never indicated any interest either through 
Green or anybody else in any loan application on which you were 
working? 

Mr. Prince. That is right, sir. 

Senator McCarrny. Pardon me, but I wanted to get that testi- 
mony in the record. 

Mr. FLranacan. In any event, to sum up this case, which was appar- 
ently started, as far as your knowledge was concerned, when Green 
and Ory came to the office, you went, ‘that we know of, five times to 
Director Willett. Is that an exceptional number of times to be called 
in connection with a small loan case to a Director’s office? 

Mr. Prince. I would say so, Mr. Flanagan; I didn’t even know I 
had been five times. 

Mr. Fuanacan. Were you ever contacted by Mr. Green in connection 
with any other matters pending before the RFC, other than the Ory 
Lumber Co. case, and the American Lithofold case ? 

Mr. Prince. He would bring people in to find out whether they 
were eligible for loans, and how they would file for loans and where 
they would file for loans, and to get application blanks on severa! 
occasions. I think those people were just friends of'his. 

(The memorandum of telephone conversation between Mr. Everett 
and Mr. Dodds on February 4 was marked “Exhibit 13” and may be 
found in the appendix on p. 1210.) 

Mr. Frianacan. When is this date that you are talking about, i 
1949? 

Mr. Prince. All along. 

Mr. Frianagan. All along? 

Mr. Prince. Yes; and I don’t know whether those people ever filed 
or not. I mean he would come in just like any other citizen. The 
door was open, and he would just introduce me, and say “This is 


Mr. A. of the A&B Co. He wants to file a loan application.” 


Your answer is “No”? 
No, sir. Mr. Boyle never contacted me about an) 


vas interested in a certain loan? 


Your answer is “No”? 
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I would say, “for what?” And they would tell me, and I would 
tell them how to do it. 

Mr. Fuanacan. Well, our executive testimony with Mr. Green in- 
dicates that from November 1948 to date he was a $10,000-a-year 
Washington representative of the American Lithofold Co., and the 
indications were that he spent a great deal of his time, or most of his 
time anyway, working on the affairs of the American Lithofold. 

Now, did you know when he was coming into your office with these 
other applicants that he came in with, that had nothing to do with 
the American Lithofold, that he was an employee of the American 
Lithofold ? 

Mr. Prince. Did I know he was? 

Mr. Fuanacan. Yes. 

Mr. Prince. Sure, I knew he was. 

Mr. Franacan. What did you think he was doing coming in with 
other people? 

Mr. Prince. Well, he told me they were friends of his here in 
Washington. 

Mr. Fuanacan. Just sort of a Washington orientator, in addition 4 

Mr. Prince. Well, I think they were mainly people in his home 
town, just like people coming in to see me. 

Senator Munpr. Do you know what his home town was? 

Mr. Prince. Kansas City, so far as I know. Just like people come 
to see me to ask where to go, Department of Commerce, or you know— 
I would tell them if I knew. 

Mr. Fuanacan. You would not take them over there personally? 

Mr. Prince. No; I would sometimes call up. 

Mr. FuanaGan. Green would come in personally with these various 
people. 

Mr. Prince. There were some occasions on which he did, yes. 

Mr. Franacan. On any of these occasions did he discuss the merits 
of the application of the loan? 

Mr. Prince. I didn’t think he knew. 

Mr. FunanaGan. He was just bringing them in and introducing them 
to vou? 

Mr. Prince. Just introduce them. 

Mr. Fuanacan. Did he ever indicate that the Democratic National 
Committee or anyone else was interested ? 

Mr. Prince. No, sir: I don’t think that had any part in it. I think 
they were people he ‘knew back in Missouri, largely speaking, or 
somewhere else. 

Mr. Franacan. Now, referring to the diary again, I find a nota- 
tion on October 13, 1949, that— 

Cecil Green, R. A. Edlund, and R. O. Stenzel in to see Prince re McPike Drug 


Co., Kansas City, Mo.—preliminary information re RFC loan to purchase the 
company. 


Mr. Prince. That is right. 

Mr. Franacan. Do you recall that meeting? 

Mr. Prince. I don’t recall the date, but I recall that there was such 
people who came in. 

Mr. FLanacan. What were these people seeking to do? 

Mr. Prince. Just what it indicates there, they wanted to get a loan 
to buy that company. 
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Mr. Fianacan. To make a purchase ? 
Mr. Prince. Yes, sir. 

Mr. Fianacan. Do you recall that they eventually on March 13, 
1950, were granted a loan in the amount of $700,000 ? 

Mr. Prince. I knew they got a loan. 

Mr. Fianacan. Did Mr. Green ever see you again in connection 
with that McPike Drug Co. loan? 

Mr. Privce. He could have. 

Mr. Firanacan. Well, did he or did he not? 

Mr. Prince. I think he did, but 1 don’t remember. 

Mr. FLranacan. Why did he come in to see you again ? 

Mr. Prince. I think when they would come back to town to see 
about the application. 

Mr. Fianacan. He accompanied them ? 

Mr. Prince. I think he did. 

Mr. FuanaGan. This was their second trip. 
knew where your office was. 
Green at this point, did they? 

Mr. Prince. No, no. 

Mr. Fianacan. Well,-did you ever ask Mr. Green what he was 
doing there with them ? 

Mr. Prince. No, sir; I didn’t. 
to come if he wanted to come. 

Mr. Fuanacan. Did you ever know whether or not he was an agent 
or employee of McPike Pome Co. ? 

Mr. Prince. No, sir; I didn’t. I didn’t ask him. 

Mr. Fianacan. And you never knew whether or not he was? 

Mr. Prince. No, sir; I don’t know that. 

Mr. FLanacan. Now, turning again to your diary entry of Octobe: 
19, 1949— 


Cecil Green called re status Lulluby House, 
nell to talk with Green re case. 

Mr. Prince. That indicates it was a small business loan, and that 
we were not handling it. 

Mr. Fuanacan. And you sent him over to the Small Business 
Branch ? 

Mr. Prince. Yes. We treated him just like we did everybody else. 

Mr. Fianacan. Mr. Green came in alone this time, and apparently— 
what was he trying to find out? 

Mr. Prince. When we sent him to Small Business? 

Mr. Franaaan. Yes. 

Mr. Prince. It says the status of it. 

Mr. Franacan, I was going to say, apparently inquiring into the 
status of the loan. 

Senator Nixon. You think maybe on this occasion he was trying to 
orient himself? 

Mr. Prince. It could be, sir; but we sent him to the department 
concerned. I mean I just don’t know about that. That indicates to 
me that was under $100,000, and we were not handling that when we 
referred him to Walt O’Donnell. 

Mr. Fuanacan. Let me ask you this, Mr. Prince: You were an 
RFC official, and if a man like Mr. Green or any citizen would come 
in and ask information concerning the status of a loan or other in- 
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formation regarding the loan, would you, as an RFC official, give 
him that information? 

Mr. Pruvce. Not unless they had some connection with the case, 

Mr. FranaGan. What connection did he have with Lulluby House, 
Ine. / 

Mr. Prince. I don’t know. We didn’t handle that. We referred 
that upstairs to the Small Business Division. 

Senator Munpr. Are we going to have Mrs. Wells testify, Mr. 
Flanagan? She might be able to illuminate with respect to that. 

Mr. FLANAGAN. We have interviewed Mrs. Wells, and she has no 
independent, rec ollection of that. 

Do you feel that it would be improper for a man in your position in 
the RFC to give information to an outsider concerning a loan to the 
RFC unless the *y had some connection with the—— 

Mr. Prernce. No: I would not give it to them. 

Mr. FuanaGan. With the Corporation; in other words, you would 
think it would be i improper, would you not? 

Mr. Prrvce. Sure, I do: and I don’t know whether O’Donnell gave 
him the Liaieation on this or not. You see, that was his case. We 
were not going to interfere with his case. He could use his own 
judgment on that. He was the head of the other department. 
~ Mr. Fuanacan. Here is another entry on December 20, 1949. 

Cecil Green made appointment for S. Faulkner and J. A. McNeil, representa- 
tives of Brooklyn Chemical Works, Curtis Bay, Baltimore, Md. Given applica 
tion blanks and Circular No. 26 by Prince after conference re preliminary in- 
formation. 

Do you now recollect what Mr. Green’s connection was with the 
Brooklyn Chemical Works of Curtis Bay ? 

Mr. Prince. No, sir; he just brought the people in and nothing ever 
came of it, as I recollect. ‘There was some company over in Baltimore 
that was about to go into bankruptcy, and this man Faulkner or, as I 
understood it—he was a friend of Green’s. He brought him in to 
introduce him to me, and I think the company went into bankruptcy, 
and I don’t think anything ever came of it. 

Mr. FuanaGan. Your diary also indicates that Mr. Green came in 
phoned regarding an appointment for these same people on January 
6, 1950, 

Mr. Prrvce. I think they came back with some other data. As I 
recall it, I called Tom Williams, who was our liquidating man, to see 

if he could work out anything with them but, as I recall it, I don’t 
think anything ever did happen on that. 

Mr. Franacan. Turning again to your diary on January 11, 1950— 
Cecil Green made appointment for J. R. Frazer, attorney, Buffalo, N. Y. 

Mr. Prince. I can’t recollect that. 

Mr. Fuanacan. What case was that in connection with ? 

Mr. Prince. What attorney was that? 

Mr. Fuanacan. J.R. Frazer, Buffalo. 

Mr. Prince. I can’t recall the circumstances on that. 

Mr. FLanacan. Here is another entry on February 24, 1950: 

4 Cecil Green requested status on Desert Provision Co., Danning, Calif.— 
$60,000 filed L. A. February 10, 1950, and Super Home Building, Inc., Chicago, 
lil., $680,000 received February 20, 1950, sent to Dyas, Engls, examiners. 

Do you remember Mr. Green’s calling in February concerning the 

Desert Provision Co. and the Super Home Building, Inc? 
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Mr. Prince. No, sir; I couldn’t remember—I don’t remembe: 

Mr. Franacan. You gave him some information at that time ap- 
parently ? 

Mr. Prince. I couldn’t remember that. It is quite possible that— 

Mr. Fianacan. If you gave him information, did you not ask | 
what connection he had with these two borrowers? 

Mr. Prince. If we gave him information. I don’t know that we did, 

Mr. Fuanacan. Well, it indicates that you did because you state 
your diary what the facts are. It is not conclusive, of course. 

Did he ever tell you what connection he had with the Desert Pry 
vision Co., or the Super Home Building, Inc. ! 

Mr. Prince. No, sir; I don’t recall those circumstances at all. Yo 
see, I was getting calls all day long from people, and I just don’t know 
what he called about. 

Mr. Fianacan. Let us turn to the diary entry of March 20, 195 
Cecil Green in with Messrs. Brickman, Linick, and Sain to discuss applicatio 
for $689,000 which was received in Washington February 20, 1950, Agency re 
ommended decline. 

What was that case about ? 

Mr. Prince. What were the names, sir? 

Mr. Franagan. Brickman, Linick, and Sain. 

Mr. Prince. It doesn’t give the name of the company / 

Mr. Firanacan. No. What company was involved ¢ 

Mr. Prince. That is what I was trying to figure. There would not 
be any way I could possibly remember that. 

Senator Nixon. Mr. Flanagan, at that point, as I recall, Mr. Prince 
you suggested a moment ago ‘that Mr. Green’s contacts, as you stated 
them, were simply in behalf of friends that he knew back in Kansas 
City. 

Mr. Prince. Or elsewhere around the country. 

Senator McCarruy. Or what # 

Mr. Prince. Elsewhere around the country. 

Senator Nixon. It would be necessary to qualify it, would it not 

Mr. Prince. I thought I did. 

Senator Nrxon. In fact, of all of these references that Mr. Flanagan 
has made in the diary, he has had only one point from Kansas Cit) 

Mr. Prince. I think I did say “or elsewhere.” 

Senator Hory. I think you did say that before. 

Senator McCarruy. Mr. Chairman, I think in view of Mr. Green’ 
testimony the other day in executive session that he never contacte: 
the RFC except in behalf of Lithofold, Vendo and McPike Drug. 
that Mrs. Wells should be called to testify, and I understand the e 
tries are made in her handwriting, and I think we should have her 
testimony to the effect that she knows that she would not have made 
these entries unless the facts stated therein are true. I believe that 
might be of some value in the record subsequently. 

Senator Horry. We will consider that after this. 

Mr. Prince. Mr. Chairman, I don’t say that these facts are not 
true. I say that I am just trying to recall them the best I can reco! 
lect. You see, there were a lot of other people in that, too, and these 
phone calls and these visitors we sent around to the people thi 
were concerned with it. 

Senator McCarrny. Your testimony now is you know nothing 
about this $680,000 loan application ¢ 
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Mr. Prince. Senator, I said I could not recall it. 

Senator McCarruy. This is on the 20th of March, 1950. 

Mr. Prince. That is right. 

Senator McCartrnuy. And Mr. Green, Mr. Brickman, Mr. Linick, 
and Mr. Sain were in to see you to discuss the application with you. 
You know nothing whatever about that now ? 

Mr. Prince. I don’t dispute that is correct. 

Senator McCarrnuy. Do you know anything about that now? 

Mr. Prince. No, sir: 1 don’t recall a thing about that. 

Senator McCarruy. Do you recall Bric kman, Linick, and Sain? 

Mr. Prince. No, sir; I was trying to recall those individu: als, and 
it just does not ring a bell with me at all because I was intervie wing 
a lot of people, and that was my job. 

Senator McCartuy. What is your testimony now as to how much 
you were contacted by Green ? 

’ Mr. Prince. Just as often as that record shows there. 

Senator McCarrny. No oftener, is that right? 

Mr. Prince. I would not say that. She might have skipped one 
of them. 

Senator McCarrny. All right. We have not discussed the entire 
record with you yet, so you tell us how often he contacted you, to the 
best of your recollection. 

Mr. Prince. Well, that is rather difficult. 

Senator McCartny. To the best of your recollection. 

Mr. Prince. To the best of my recollection I would say he might 
have been in there—it is possible that he was in there—a couple of 
times a week, more or less. 

Senator McCarruy. Over how many years? 

Mr. Prince. Oh, a year and a half, m: rybe 2 2 years. 

Senator McCarrny. Contacting you for information in regard to a 
sizable number of different loans, is that right 

Mr. Prince, Yes, sir; a lot of other people came in, too. 

Senator McCarruy. Let us just stick to this question, if you do 
not mind, 

Mr. Prince. All right, s 

Senator McCarruy. The question was, you say he came in on the 
average of twice a week in regard to different loan applications ? 

Mr. Prince. I would estimate that. 

Senator McCarruy. You would estimate? In behalf of about 
how many different companies, did he contact you, ieanilinn a your 
best recollection ? 

Mr. Prince. Well, of course, he might come in about the same com- 
pany a lot of times. 

Senator McCartny. He might. But my question is, will you try 
to estimate now. 

Mr. Prince. I just don’t know whether it was 20 or 30. 

Senator McCarrny. I see. In other words, he might h: oe contacted 
you in behalf of 20 different applicants or it might have been 30? 

Mr. Prrxce. It could have been. I think that that diary is reason- 
ably accurate there. 

Senator McCarruy. Let us just forget about the diary for the time 
being. To the best of your recollection, you would say he contacted 
you in behalf of between 20 and 30 different loan applicants ? 
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Mr. Prince. Senator, I would say he might have. Mr. P 
Senator McCarruy. Would you think 20 is a reasonable figure ’ ever did. 
Mr. Prixce. I would think so—maybe; I didn’t count them. “y made Mr. 
no effort to keep a record of them, a mental record of them. | any of th 
Senator McCarruy. And you say he never led you to believe that ; Mr. Pt 
Bill Boyle was interested in any of those applications? Mr. I 
Mr. Prince. No, sir; I don’t think so. I didn’t regard him as any come In 
different from what I did other people coming in there. I cert: ainly | his conn 
was not going to do any more for him than T would do for you or ; Mr. P 
anybody else. E Mr. F 
Mr. Franacan. Referring further to your diary entry of September JR) am talki 
18, 1950: » even con 
i 5 , : : Mr. P’ 
Cecil Green phoned re Systems, Inec., New Orleans. Mrs. Wells had nothing F aay 
on this company but intended to see whether or not anything had been fik d : specific I 
under another name. E Mr. F 
Do you recollect that call? ; and said 
Mr. Prince. I don’t recall his calling, but I recollect the Systems, JB bs were 
Inc. That was an application that we were handling as agent for JB 8"! | 
what is now called the NPA, the production loans. We acte 1d as field Mr. P 
agent for those. Mr. F 
Mr. Franacan. Do you recall Mr. Green’s coming in concerning Mr. P 
that and asking whether or not anything had been filed ? Mr. F 


a 
Mr. Prince. No, sir: I can’t remember that. I can remember the : Mr. I 


account. : 

Mr. Firanacan. What do you think of a situation where a person ‘ i 

comes in off the street, even if he is an acquaintance of yours, and has Pp Mr F 
‘ Mr 


no direct connection with the company, and is able to get information ; 
as to whether or not a loan is filed. Don’t you think that is detrimental Mr. P 
to the company that is filing the loan? ; Mr. F 
Mr. Prince. Well, I think it would be, yes, if the party had not ’ that he. 
some connection with the situation. ; Mr. I 
Mr. Franacan. Well, didn’t you always attempt to find out the and you 
connection between the person making the i inquiry and the loan the) ee 
were concerned with or the matter they were inquiring about ? Mr. I 
Mr. Prince. Well, in any important cases. ane 
Mr. Fuanacan. What do you mean, any important? Wouldn’t that Ha 
go for any case? oy 
Mr. Prince. This one here, I suppose, that these people had some = 
connection with each other. | nee 
Mr. Firanacan. What made you suppose that Green and Systems, Mr P 
Inc., had some connection with each other? < Pes ' 
Mr. Prince. I don’t know right now. What information did we basis of 
give him? "Mr 
Mr. Franacan. I do not know. bes 
Mr. Privxce. I don’t know that we gave him any. — 
Mr. Fuanacan. If Green kept coming into this office and kept ask- ; Mr. Gr 
ing for information time after time and did not get any information, Mr, } 
I would assume he stopped coming. Senat 
Mr. Privce. That is right. i 7 
Mr. Franacan. And he kept on coming to your office, did he not! tenting 
Mr. Prince. He came or he phoned. In this instance he phoned, ‘Senad 
didn’t he? goo 
Mr. FuanaGan. You were giving him some information concerning 
the status of loans and other matters, were you not? 812 
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Mr. Prince. We might have; I can’t specifically remember that we 
ever did. 

Mr. Fuanacan. Did you ever know what connection he had with 
any of these companies other than American Lithofold ? 

Mr. Prrxce. I thought they were friends of his. 

Mr. Franacan. What about on these occasions when he would 
come in alone and ask about a company. What would he say then 
his connection with the company was? 

Mr. Prince. Is there any such an indication? 

Mr. Fuanacan. Oh, yes; there are several. This one here that I 
am talking about, Systems, Inc. “Cecil Green phoned.” He did not 
even come in. 

Mr. Prince. Of course, I remember the company ; I don’t have any 
specific recollection of him phoning. 

Mr. Franacan. Let me ask you this: If Green phoned or came in 
and said he was interested in such and such a loan because friends of 
his were involved in the company, would you give him the informa- 
tion ¢ . 

Mr. Prince. I think so. I have that much confidence in him. 

Mr. FranaGan. Would you do that to any ordinary citizen ? 

Mr. Prince. No: I would not. 

Mr. Franacan. Why would you do it for Green and not another? 

Mr. Prince. It is a matter of judgment. 

Mr. Fuanacan. What would make you decide with Green? 

Mr. Prince. I would say it is a matter of judgment if a person 
phoned 

Mr. FLranacan. Why did you have confidence in Green ? 

Mr. Prince. Because he was reliable. 

Mr. Furanacan. What did you know about him other than the fact 
that he worked for American Lithofold ? 

Mr. Prince. You see, I have been dealing with the public always, 
and you just make your mind up. 

Senator Nixon. Mr. Prince, Mr. Green is a friend of yours? 

Mr. Prince. I think so. 

Senator Nixon. He was? 

Mr. Prince. I think he is. 

Senator Nixon. Mr. Merl Young is a friend of yours, is he not, too? 

Mr. Prince. Well, I know Merl. 

Senator Nixon. Yes, of course. I mean you would have to know 
him. 

Mr. Prince. I have never had much contact with Merl. 

Senator Nixon. In fact, the reason you did this was because of the 
basis of friendship then ? 

Mr. Prrnce. And judgment that he would not misuse the infor- 
mation. 

Senator Nixon. What is the relationship between Mr. Young and 
Mr. Green ? 

Mr. Prince. I don’t know, sir. 

Senator Nixon. Have you ever seen them together ? 

Mr. Prince. No, sir; I don’t think I have. They may have been 
together at some large meeting. 

Senator Nixon. Did they ever approach you together? 


81249—51—pt. 315 
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Mr. Prince. No, sir: they did not. Mr. Young used to work 
the RFC. I saw Mr. Young a while ago for the first time, I reck 
I don’t know how long it was, a couple of years—saw him com: 
here. 


Mr. 


Green and State Senator Dooley, 


FLANAGAN. Going now to your next entry of January 10, 1! 








Cc, in for discussion. 
Mr. Prince. I think it is Maryland, not Missouri. 
Mr. FuanaGan. Maryland ? 

Mr. Prince. I think Dooley is a State Senator of Maryland. 

Mr. Fuanacan. Well, your diary says Missouri. What were t 
dise ussing; do you rec: all? 

Mr. Princ gE. [ think—what date was that ? 

Mr. FuanaGan. January 10, 1951. 

Mr. Prince. I think that is another NPA loan. 

Mr. Fuanacan. NPA loan for whom ? 

Mr. Prince. Some company. Senator Dooley, as I recall, is a la 
yer at Annapolis, Md., and he was attorney for a company there, 
name of which I forget, unless you have it there. 

Mr. Fuanacan. We do not have the name. 


Missouri, 


Mr. Prince. And he wanted to find out how you filed an NPA loa 
Mr. Fuanacan. What was Green’s connection with this compan) 


Mr. Prince. He is a friend of his: I think he has a place over 
Maryland. 

Mr. Firanacan. Green was a friend of Dooley’s and came in w 
him ? 

Mr. Prince. I think so; I don’t know what they ever did about 

Mr. Fiuanacan. January 19, 1951— 
Cecil Green wanting application checked re Vendo Corp., Kansas City 
such application on record. 
Do you recall that ? 

Mr. Prince. No, sir. 

Mr. Fuanacan. Do you know what Green’s connection with Ve1 
was 4 


Mr. Prince. You see, some of these entries there my secretary hi 
self may have handled those calls, you know, looking up thos 


statuses. 
Mr. Fianacan. Did you ever instruct your secretary as to wl 
information to give callers ¢ 


Mr. Prixce. She would not give out any information to anybody 


that she didn’t think was entitled to it. 


Mr. Fianacan. Did you ever instruct her to give information | 


Green when he called ? 
Mr. Prince. No, sir. 
Mr. FuanaGan. Would she have given information to Green if 


called? 


Mr. Prince. I expect she would have on routine matters, becaus 


she had seen him come in and out. of there. 


Mr. FLanacan. He was in there frequently, and she knew it, th 


he was a friend of yours ¢ 


Mr. Prince. Yes. I don’t deny that Mr. Green is a friend of min 


I don’t know anything against Mr. Green. 


Mr. Franacan. We are not casting any aspersions or making a) 
comments on your friendship in connection with Green. You ha 
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said here that you did not think it proper to give out information to 
persons unless they had an official connection of some kind. 

Mr. Prince. And, Mr. Flanagan—— 

a FLanacGan. Unless they had an official connection of some kind 

vith a corpor ation, and we are really trying to find out what Green’s 

connection With these various borrowers or would-be borrowers with 
the RFC was. 

Mr. Prince. Well, I just, in my judgment of the man and of 
human nature, I just didn’t think he w as going to misuse it. 

Mr. Fuanacan. Did he ever tell you in any of your conversations 
that he was on retainers or getting fees 

Mr. Prince. No. 

Mr. FuanaGan (continuing). Or money from any of these people ? 

Mr. Prince. No, sir. 

Mr. Fuanacan. He never told you that? 

Mr. Prince. No, sir. 

Mr. Fuanacan. What did you think his sole source of income was? 

Mr. Prince. I thought he worked for American Lithofold. 

Mr. FuanaGan. You thought that was his only source of income? 

Mr. Prince. Yes. So far as I know that is all the income he had. 
I don’t know anything about his personal business. 

Mr. FuanaGan. Then, knowing that, why did you, as an RFC 
official, think he was t: aking so very much interest in other cases that 
had no relation, no connection with American Lithofold? 

Mr. Prince. Well, he just told me they were his friends, and I 
never questioned that. 

Senator McCarrny. May I interrupt there? 

Mr. Prince, other officials in the RFC have testified also that Mr. 
Green had been constantly calling upon them. For example, Mr. 
Dunham’s diary, I believe, showed that Mr. Green had contacted him 
some 29 times over a period of a year or slightly more than that. Is 
it correct that Green was a constant daily visitor over at the RFC, 
contacting examiners and RFC officials? 

Mr. Prince. Senator, I would not know other than just my own 
part in it. 

Senator McCartrniy. Do you know any reason why he should con 
act you more often than he would contact the other officials of the 


Mr Prince. No, sir; I wouldn’t know. 

Senator McCartny. In other words, you know of no reason why 
he would contact you oftener than other es ‘jals? 

Mr. Prince. No, sir; I wouldn't know. I didn’t know he was con- 
tacting anybody else, as a matter of fact. 

Senator McCarruy. You did not? 

Mr. Prince. No, sir; it never occurred to me. 

Senator McCarriry. Didn’t you call other officials and make 
pointments for Green? 

Mr. Prince. What I meant was outside my department. 

Senator McCartny. You said you did not know he contacted any- 
body else in the RFC. Didn’t you make appointments for Green 
with other RFC officials ? 

Mr. Prince. I don’t recall ever havi ing done so. 

Senator McCarruy. You do not recall ever having done that? 


ap- 
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Mr. Fianacan. You sent him to other RFC officials, your diary 
shows that. 

Mr. Prince. I might have referred him to where he belonged, like 
Walt O’Donnell. You mentioned 29 times with Mr. Dunham. I 
don’t know that. 

Senator McCarruy. You just got through testifying the at you dia 
not contact other officials. You sent him to other RFC officials, j 
that not correct ? 

Mr. Prince. In that one instance we referred him by phone call 
to another department. 

Senator McCarruy. So you did send him to other RFC officials. 

Mr. Prince. If you want to call it that. 

Senator McCarruy. I do not want to call it anything. I want to 
know from you. 

Mr. Prince. Anybody calls up and we are not handling the case- 

Senator McCarrny. Didn’t you ever send Green to any other RFC 
officials, ves or no? 

Mr. Prince. Yes, in this instance, but even there, you see, the 
secretary—— 

Senator McCartrny. Only once? 

Mr. Prince. My secretary might have done that. 

Senator McCarrnuy. Only once ? 

Mr. Prince. I can’t recall any other times. 

Senator Hory. Proceed, Mr. Flanagan. 

Mr. Fianacan. The next item concerning Green is on February 8, 
1951 : 

Messrs. Brush and Wagstaff called for luncheon date. They are with ¢ 
Vendo Corp., K. C. Cecil Green asked them to call. Would like Prince to know 
them. Also said to reach Steve Harrington, Brown, and Bigelow, St. Paul, M 

Do you recall that incident? 

Mr. Prince. No, sir. What were the names? Messrs. Brush and 
Wagstaff ? 

Mr. Fuanacan. Messrs. Brush and Wagstaff called for luncheo1 
date. They wefe with the Vendo Corp., and Green sent them. 

Mr. Prince. I think I do now. I think I do. They were making 
dispensers for soft drinks, and they couldn't get steel because of the 
shortages that were coming on, and the *y wanted to know how thie 
could apply to some Government procurement departments in order 
(o switch over from making soft-drink vending machines to war work 

That is my recollection of that. 

Mr. Franacan. What did you have to do with that? 

Mr. Prince. Just commo: advice; steer people where to go. 

Mr. Franacan. Just a courtesy ? 

Mr. Prince. That is all. And, as TI recall it, I told them to go over 
to the Air Force and see them. They thought they could make air 
plane parts. 

You see, they could not get the raw materials to make Coca-Cola 
vending machines, and they thought they might switch over to war 
work. That was a natural thing. 

Mr. FranaGan. Your diary entry of April 16, 1951: 

Cecil Green phoned for luncheon appointment for April 17, 1951. Senator 
Dulan, State senator from Missouri, luncheon at 12:30 on April 17, 1951. 


Mr. Prince. I think that is possibly the same case. 
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Mr. Fuanacan. This would be Dooley from Annapolis? 

Mr. Prince. I think that may be the continuation of the same thing. 

Mr. FLANAGAN. Do you recollect now any other instances other than 
those that 1 have read to you where Cecil Green contacted you in 
connection with any matters pending before the RFC ot her than 
the cases we have mentioned, and other than American Lithofold? 

Mr. Prince. No, sir; 1 would not recollect them unless they are in 
that diary. 

Mr. FLANAGAN. Did Mr. Boyle or anyone connected with the Demo- 
cratic National Committee ever contact you in connection with Amer- 
ican Lithofold 4 

Mr. Prince. No, sir. 

Mr. Fuanacan. Did Mr. Finnegan, James Finnegan, Jim Finnegan, 
the internal revenue, former internal revenue—collector in St. Louis, 
ever contact you in connection with American Lithofold ? 

Mr. Prince. I have a recollection that he came in briefly one time. 

Mr. FLANAGAN. In connection with American Lithofold ? 

Mr. Prince. I have a recollection that he came in briefly one time 
in connection with American Lithofold. 

Mr. FLANAGAN. Is this when they were working on this S400,000 
loan. the second loan ? 

Mr. Prince. | think it would have to do with that, yes, sir. 

Mr, Fuanacan. Do you recall what discussion he had with you? 

Mr. Prince. Yes, sir. He came in to my office and stepped into the 
door, as I recall it, and, according to my best recollection he stepped 
in two, three steps, and I says, “Come in here,” and he said, “No; I 
don’t have time.” He said, “If there is a letter comes in here asking 


for relaxation of the requirements in the resolution about with- 


+. 


drawals,” he says, “don’t act on that letter because there will be a sub- 
sequent letter withdrawing the request.” 

I says to him, words to this effect, “Come on, sit down,” and he says, 

oa [ have got to go along.’ 

Mr. Franacan. Did you know who Mr. Finnegan was at that time 

Mir Prince. Well, I think now that I probably conclude - then th: at 
he was then adviser for the company, possibly a legal adviser, or friend 
of the company, or a party at interest in some way. 

Mr. FranaGan. Had you ever met Finnegan ? 

Mr. Prince. I had met him previously on or about the latter part 
of June 1949, at the Statler Hotel. I was introduced to him by Mr. 
Blauner, and I met him, and we were going to have lunch, and accord- 
ing to my best recollection he excused himself and did not have lunch, 
and went on. 

Mr. Franacan. Did Mr. Blauner at that time state or did Mr. Fin- 
negan state on this occasion in June that you now refer to, what, if 
any, connection ey had with the American Lithofold Corp. ? 

Mr. Prince. No, sir; I don’t recall that matter coming up. 

Mr. Franacan. Then, the only other time you saw Finnegan was 
this day he stopped in your door concer ning this letter ? 

Mr. Prince. In connec tion with the pendency of this case. Now, I 
saw him again in a hat check line when he was getting his hat and I 
was getting mine, and I thought it was Mr. Finnegan, and there were 
two lines there going up to the window, and I looked at him and I 
thought to my self that is who this man is, so I spoke to him and intro- 
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duced myself to him. That was in January or February of 1951. 
didn’t feel I knew him well enough to speak to him without telling |; 
who I was. 

Mr. FLranacan. Do you recall that Mr. Finnegan ever came in 
any other matters pending before the RFC or involving the RI‘ 
other than American Lithofold 4 

Mr. Prince. No, sir; I don’t think he came in. I think he ealled 
one time and made an engagement for me to see somebody by the na 
of Shappard, and I saw a man by the name of Shappard, and I ; 
him on to the agency to file, and I don’t know whether he filed or 

Mr. FianaGan. I think your diary entry shows that on February 
1950: 

James Finnegan phoned for appointment for W. W. Shappard, Kar 
Prince saw him re Pike Grain Co., Louisiana, Mo. 

Mr. Prince. That is what I am referring to, and I think that is what 
I am referring to. I could remember that he called now; I do knoy 
I do not know whether he called from Washington, Mr. Flanagan, or 
where he was. 

Mr. Fianacan. Did Mr. Finnegan indicate to you that he had anv 
connection with the Pike Grain Co. ? 

Mr. Prince. No, sir. 

Mr. Franacan. He was just phoning asa courtesy ? 

Mr. Prince. That is right; a courtesy to Shappard, as I understoo 
it. I don’t know whether Shappard filed any application or not. 

Mr. Franacan. I notice from your diary in the latter part of 1959 
and early 1951 entries such as this: 

November 7, 1950: Prince phoned James H. Allen, Pensacola, Fla. (long 


tance call charged to American Lithofold Corp.), on securing sulfite fo 
company. 


Mr. Prince. All right, sir. That goes back to a courtesy as a pul 
servant. I recall something about that. 
Mr. Fuanacan. Tell us very briefly what it was. 


Mr. Prince. Well, they came in and said they had Government 
orders to print forms and couldn’t get paper and asked me if I could 
get them help—help get paper, and I phoned Mr. Allen to see if 
could he Ip them, and he said they could not make it. 

Mr. FuanaGan. Did you consider that part of your function as a 
official ? 

Mr. Prince. Oh, sure. People asked us to get material in shortage 
to fill Government contracts. I don’t think I was ever successful in 
getting any for anybody. 

Mr. Fuanacan. On November 20, 1950, your diary indicates, and 
you say that: 

R. A. Blauner phoning to say he’d talked with officials of St. Regis Paper 
in N. Y. re securing paper for American Lithofold Co. 

Mr. Prince. Wouldn’t that be 1951? 

Mr. Fuanacan. 1950, November 20. 

Mr. Prince. Well, Mr. Allen told me that I could tell him te go 
and see some of his men in New York, but they didn’t make it, and 
he didn’t know what they could do for him, and it turned out that 
they didn’t do anything about it because they didn’t make the paper 

Mr. Fianacan. At this point their loan was already paid off at 


the RFC. 
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Mr. Prince. Oh, sure, but we do that for anybody, try to help them 
cet some material. 

Mr. FuanaGan. Your diary on January 16, 1951, indicates that— 

Blauner phoned for appt. for a Mr. Simms of American Lithofold Co., St. 
Louis, to see someone re purchasing Berwin Paper Mfg. Co. N. W. Saw W. A. 
H.—discussed purchase. 

Mr. Prince. That is William A. Hendrix. 

Mr. Franacan. Who is William A. Hendrix? 

Mr. Prince. He was the services examiner. 

Mr. Franacan. Was this Berwin Paper Co. a borrower of the 
RFC? 

Mr. Prince. Yes, and Blauner was under the impression that prob- 
ably the RFC owned it, and Hendrix saw him and that was not a fact, 

id he told him he would have to go on and see the ¢ ompany. You see, 
he was trying to get raw materials. That is January 16, 1951/ 

Mr. FLANAGAN. Yes. 

Mr. Prince. This other date, “11—7—-50,” that was the other one we 
were talking about; wasn’t it? 

Mr. FLaNaGan. Yes. 

Then, again on the 17th, Blauner called concerning the same mat- 
ter, purchase of Berwin Paper Manufacturing Co. 

a Prince. That is right. He wanted to buy that plant to get a 
source of raw material, and Bill Hendrix told him to go on and see 
the owners, 

Mr. Franacan. Did you ordinarily render that type of service for. 
any of these ex-borrowers or pe nding borrowers at the RFC? 

Mr. Prince. Why, sure. 

Mr. Fuanacan. IT have no further questions. 

Senator Hory. That concludes this examination. 

Senator Munpr. Mr. Chairmfin, I would like to ask a ws 

Do you recall, as one of the examiners on this loan, at wh: t price 
Mr. Blauner turned his land and building over to the cor porati ion 

Mr. Prince. That was what I understood he was going to do: 


senator. 

Senator Munpr. Yes. Do you understand what price he put on 

Mr. Prince. No, sir; I don’t. 

Senator Munpr. You do not? 

Mr. Prince. No, sir. That would be something they would work 

tat St. Louis. 

Senator Munpr. The second question: Did you go into the reasons 
this appheant, Mr. Blauner, was paying his secretary over $100,- 
a year? 

Mr. Prince. No, sir; I didn’t. I left that up to the Washington 
miner, and I am under the impression that was restricted. Wasn't 


enator Munpr. I think it was ultimately restricted, but it was in 

ippheation, and I wondered if you had 
Mr. Prrvce. No, sir; I did not go into the details. I left that en- 
rely to Mr. Williams. 

ator Munpr. Did Mr. Green ever contact you or did you ever 

act him any place else besides in your office ? 

 Prrnce. Well, I think we had lunch at the Statler. 
ae Mounopr. Where else? 
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Mr. Prince. That is all I can reeall. 

Senator Munpr. Just one lunch at the Statler one time? 

Mr. Prince. No, sir; I wouldn’t say “one.” I think he was present 
more than that. You see, 1 think he was present—— 

Senator Munpr. Did he contact you other times, other than a lunch 
at the Statler or at your office ? 

Mr. Prince. I think I called him on the telephone. 

Senator Munpr. All right. Any other place, any other way? Did 
you ever see him in the evening or morning, over the week end? 

Mr. Prrxce. You see, I live in Baltimore, and I am not around here 
in the evening. 

Senator Munpt. Mr. Chairman, one of the purposes of this invest 
gation is to check into political influence and the degree it has been 
used, and Mr. Dunham, who was with the RFC for about 2 years, 
testified under oath that he saw no reason why member or members of 
the Democratic National Committee should single him out for contacts 
contact him more frequently than they contacted other people in the 
RFC. 

Because, unfortunately from the standpoint of a committee inve: 
gating this kind of influence, many RFC officials do not keep diarie 
Mr. Dunham did. 

I have had a careful check made of the number of times that Mr 
Dunham’s diary showed that he was contacted from the National 
Democratic Committee in connection with RFC business, and I would 
like to read into the record at this time the tables which show that, 
and then I will ask unanimous consent to put the whole detailed table 
into the record, which will show the dates and the whole thing. 

Mr. Tourney Gratz, who was a member of the National Democrat 
Committee, according to the Dunham diary, visited Dunham 22 times; 
Gratz telephoned Dunham 19 times$and Dunham telephoned Gratz 
4 times, for a total of 45 times in 2 years. 

Mr. Grey Leslie, who was a member of the Democratic National 
Committee, according to this diary, shows he telephoned Dunham 3° 
times; Dunham telephoned Leslie 10 times, and they had misce igs eon 
contacts and the diary will disclose in the record what they mean, 
which means that sometimes the call was made from the secretarm 
of Mr. Leslie in regard to something Mr. Leslie wanted, or something 
of that nature, all for a total of 47 times. 

With respect to Mr. Boyle, Mr. Boyle lunched with Dunham five 
times: Boyle called Dunham five times: Dunham telephoned Boyle 
six times. There were miscellaneous calls nine times, for a total of 
25 calls with Mr. Boyle’s office. 

The assistant to Mr. Boyle was Robert Moore, who called Mr. Dun- 
ham three times, and Dunham called Mr. Moore four times, for a 
total of seven times. 

Mr. Merl Young, who was with the Democratic National 
mittee, Junched with Dunham in this 2-vear period 25 times, and 
visited in Dunham’s office: he telephoned Dunham 53 times; Dunham 
called him 5 times and Young telephoned Dunham 5 times; ther 
were miscellaneous contacts between the Young office and the Dunham 
office of 5, for a total number of contacts in 2 years of 90, which total. 
if anybody can add, would be seen to run over 200 times in 2 years 
with Mr. Dunham alone, from the Democratic National Committee. 
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[ will ask unanimous consent to put the whole table in; all of the 
table. 

Senator Hory. Mr. Flanagan tells me that is all included 
record, 

Senator Munpt. It is included, but it is obscured, and I have had it 
tabulated, but it is there so that everybody can see it. 

(Excerpts from diary referred to were marked “Exhibit No. 14” 
any may be found in the appendix on p. 1211.) 

Senator Hory. Any further questions? 

Senator McCtetnan. Mr. Chairman, I have before me a diary that 
is from Mr. Prince’s office. I am not sure whether it is the office diary 
of your secretary, but it gives an account of calls. Can you identify it? 

Mr. Prince. Yes, sir. Which one is that now, Senator ? 

Senator McCLetian. I just ask you whether that is your diary or 
the diary kept by your secretary. 

Mr. PRINCE. It is the o mnie ke pt by her of our calls. 

Senator McCLeLLaAn. That is wh: at I wanted to be sure of. 

Mr. Prince. This is her handwriting. 

Senator McCiettan. All right. I find in this diary—first, I may 
ask you, did I understand you to say that you knew Mr. Siskind? 

Mr. Prince. I met him once, Senator. 

Senator McCLeLLan. Only one time? 

Mr. Prince. And then I saw him once in the corridor down there. 

Senator McCiettan. Did you have a fair acquaintance with him? 

Mr. Prrxce. No, sir. 

Senator McCLeL ian. Just a casual acquaintance 

Mr. Prrnce. Casual. As I recollect—it is a strange thing that I 
ean, recollect it—I think when I took over that new job on June 3. 
1949, he was the first man who came in to see me about a case, and it 

as in the Board’s docket for that morning and that is all there was 

I don’t think I saw him any more for over a vear. 

Senator McCLeLian. Did you know whom he represented ? 

Mr. Prince. At the time? 

Senator McCie.Lan. Yes. I understand he was an attorney. 

Mr. PRINCE. Yes, sir. l don’t know who his chents were other 
than—— 

Senator McCriecian. I find in this diary, on the 8th of December 
1948, this entry. “Mr. Siskind’—— 

Mr. Prince, That would be before my time. I did not start until 
June 3. ‘ 

Senator McCue vian. All right. You did not start until June 3 
when ? 

Mr. Prince. 1949. 

Senator McCietnan. T find this in your diary at that time. This 
occurs December 8, 1948— 


in the 


Mr. Siskind, attorney for William Boyle, Jr., to see S. J. F. 
Mr. Prince. That is Sterling J. Foster, Jr— 
Senator McCLeELLAN (reading) : 
re application loan $3,000,000, Represents president of Consolidated Steel 
Works, Pennsylvania Structural Steel Co., Philadelphia, Pa. Sent by Hise. 
What I am trying to determine here is whether Mr. Siskind, an 


attorney, was represe nting Mr. William Boyle or what interest Mr. 
William Boyle had in this particular loan. 











Mr. 


PRINCE. 


that is my predecessor. 


Senator McC.etian. That is all right. We get that clear. W 
kept this diary; the same girl? 

Mr. Prince. The same girl. 

Senator McCierian. That continued on after you took ove: 
office ? 

Mr. Prince. That is right. 

Senator McCLetLtan. Who was in charge of the office? Who 
your predecessor in this position on the date this entry was made / 

Mr. Prince. My best recollection is that it was Sterling J. Fos 
Jr. 


Senator McClean. 
To Ster 
McCLe.ian. 


Mr. 


Senator 


PRINCE. 
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Of course, I would not know that, Senator, be: 





She just continued the same diary for me. 
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PRINCE. 


McCLeLian. 
because of the inquiry as to Mr. 


then, 


Yes, sir; that is my opinion. 
The only reason I brought that out her 
Boyle’s interest in loans. 


you think it refers | 


L do 


know whether this was before or since he became national comumittee- 


man, probably before, but Mr. 
Jr., appears here in the notes at the time. 
established. 


Thank you very much. 
Senator Nrxon. Mr. 


Senator 
Senator 


Mr. 


Hy EY. 


NIXON. 


Sena 


As you will 1 
your secretary for you, as I understand, 
regard to RFC 
Vendo Corp. 


PRINCE. 


Chairman é 
tor Nixon. 


Siskind, attorney for William 


shows contacts with yo 


matters on behalf of the McPike Drug Co. 
Is that correct ? 
Yes, sir. 


Senator Nixon. Vendo; that is the vending machine. 


Mr. 
business, 
ness. 


Senator Nixon. 
PRINCE. 
Senator Nrxon. 


Mr. 


PRINCE. 


I wuess, we call it. 


The 


McPike Co., 


though—— 
It did materialize into a loan, as I remember it 
I see. 


and 


The latter one—what is the name of it? 


So that I can be sure that you are aware of the statement you 


making, let me tell you what Mr. 


question on that point: 


Senator 


NIxon. Your 


entire 


dealings wifh 


Co. were entirely on procurement? 


Mr. GREEN. 


Did you ever contact, either personally or by telephone, any representativ: 
with regard to any matter regarding the McPike Drug Co. or the 


the RFC 
Corp.? 


Mr. GREEN. No; 


That is right. 


Then further on in the record, Mr. 


not to my recollection. 
Mr. FLANAGAN. You said you did not contact anybody 


either of those two companies? 
Mr. Green. Not to my recollection. 


Now, your testimony is still that those contacts were made, to yo 
recollection 2 


Green said, 


the Government 


in answer 


Flanagan asks: 


for the 


in the RFC 


toa dn 
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recall, the diary which was kept 
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Mr. Prince. That is right, sir. I don’t say that he knew much 
about the loan, but he was present. : 

Senator Nixon. He came to your office ? 

Mr. Prince. Was present on the dates indicated in the diary. That 
is what you are talking about; isn’t it 4 

Senator Nixon. That is what I am talking about. Thank you. 

( Excerpts from diary of Frank Prince may be found in the appendix 
under supplemental data on p. 1253.) 

Senator Hory. Thank you, Mr. Prince. 

Mr. Prince. Do I come back any more, Senator ? 

Senator Hory. No; we are through. 

Before the committee adjourns, we will not meet tomorrow because 
Senator McClellan has a meeting of the full Committee on Expendi- 
tures to consider the reorganization plan of the Agriculture Depart- 
ment. We will not resume tomorrow: we will reconvene Wednesday 
morning, and the witnesses will be Mr. Willett, Mr. Gunderson, and 
Mr. Young on Wednesday morning at 10 o’clock. We will now take a 
recess. 

(Whereupon, at 12:30 p. m., the subcommittee recessed, to recon- 
vene at 10 a. m., Wednesday, September 19, 1951.) 
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WEDNESDAY, SEPTEMBER 19, 1951 


Unrrep STaTEs SENATE, 
INVESTIGATIONS SUBCOMMITTER, COMMITTEE ON 
EXPENDITURES IN THE Executive DepartTMENTS, 
Washington, D.C. 

The subcommittee met at 10:10 a. m., pursuant to adjournment, in 
room 357, Senate Office Building, Senator Clyde R. Hoey (chairman) 
presiding. 

Present: Senator Clyde R. Hoey, of North Carolina; Senator John 
J. McClellan, of Arkansas: Senator Thomas R. Underwood, of Ken- 
tucky ; Senator Karl E. Mundt, of South Dakota; and Senator Richard 
M. Nixon, of California. 

Also present: Francis D. Flanagan, chief counsel; Howell J. 
Hatcher, chief assistant counsel; Carmine S. Bellino. accounting con- 
sultant: Je — S. Alderman, assistant counsel: William Leece, assist 
ant counsel; and Ruth Young, clerk. 

Senator Hory. The subcommittee will please come to order. 


W. E. Willett? Mr. Willett, will you hold up your right hand? 

Do you solemnly swear the testimony you give in this hearing shall 
be the truth, the whole, and nothing but the truth 2 

Mr. Wiutett. I do, sir. 


TESTIMONY OF W. E. WILLETT, FORMER RECONSTRUCTION 
FINANCE CORPORATION DIRECTOR 


Senator Horry. Mr. Willett, will you give the reporter your name 
and address ? 

Mr. Wiuuetr. I am W. E. Willett, 4201 Massachusetts Avenue, 
N. W. 

Senator Horry. What position did you hold with the Reconstruction 
Finance Corporation in 1948, 1949, and 1950? 

Mr. Witterr. As of June 28, 1948, I was appointed a member of the 
Board of Directors and I held that job until May 7, 1951. 

Senator Horry. I believe there are five members of the Board? 

Mr. Wituerr. Yes, sir; five members. 

Senator Hory. During your period of service on the Board, do you 
have any personal recollection of the loan of the American Lithofold 
Co. ? 

Mr. Wittetr. No, sir; I have not. However, after hearing what 
has been going on over here and after looking over some of the reports 
during the past couple of weeks, it has refreshed my memory a little, 
but I do not remember the loan particularly. 

Senator Hoey. I will ask Mr. Flanagan to proceed with the exami- 
nation. 


429 
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Mr. Fruanacan. Mr. Willett, when a loan is referred from a field 
office of the RFC to the RFC, Washington, is that loan usually re- 
ferred to the Division of Loans first ? 

Mr. Witierr. Yes; referred to the record office, I think they call 
it. That is part of the Office of Loans. 

Mr. FranaGan. Soon after a Joan arrives in the Division of Loans, 
it is my understanding, from the discussions previously had on this 
record, that the loans are then assigned to an examiner; are they not? 

Mr. Witterr. That is correct. 

Mr. Fiuanacan. And the examiner makes findings, and it is then 
referred to the Review Committee ? 

Mr. Witterr. That is correct. 

Mr. Franacan. After the Review Committee considers the loan 
it is then referred to the Board of Directors? 

Mr. Wituerr. Yes, sir. 

Mr. FiranaGan. Do you have any independent recollection at this 
time when the American Lithofold case first came to your attention / 

Mr. Witierr. Only from reviewing the records kept by my secre 
tary. I have no independent recollection of it other than that. 

Mr. Fuanacan. I have here some excerpts from your diary, or the 
diary maintained by your secretary, and I notice an entry on De 
cember 21, 1948, indicating as follows—and I am quoting from your 
diary. 

Saw Rochelle American Lithofold of St. Louis. 


He was the examiner at that time for the loan to American Litho 
fold Co. ? 

Mr. Wittetr. Yes, sir. 

Mr. Fianacan. Stating from the record further, this case arrived 
in Washington on the 20th of December and Was assigned to Mr. 
Rochelle on that day. Could you explain to the committee how this 
case came to ‘your attention as a director f the RFC one day afte: 
its arrival in Washington ? 

Mr. Wiuierr. Only from an assumption, because Mr. Toole, a for 
mer RFC examiner, had been trying to see me about the case. I thin! 
[ saw him in the hall a couple of times, and my secretary told me 
wanted to see me. I imagine he told me what he wanted to see m« 
about. I would check in sue ) a case with an examiner who had it 
se ask him what it was all about. That is about the only reason I 

n possibly think that I called Mr. Rochelle about it. Mr. Toole 

‘ame up to see me on January 4, 1949. 

Mr. Fuanacan. This happened on December 21. 

Mr. Witterr. That is correct. 

Mr. Fuanacan. Reading from Mr. Toole’s diary—-in order to find 
out the facts here—we find this entry: 


Friday, December 17. R. J. Blauner telephoned me from St. Louis about 2:30 


p. m. advising me of the forwarding of our loan papers from the St. Louis 
agency to headquarters in Washington. He said this information came from 
Director Willett via his friend Jim Finnegan. 


Do you now have any recollection of discussing the American 
Lithofold case with Jim Finnegan or anybody connected with Mr. 
Finnegan on or about December 21 or just prior to that time? 

Mr. Witterr. No sir: I do not have any recollection of that. As a 
matter of fact, I think I was out of town on December 17, 19, and 20, 
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but it is possible that Mr. Finnegan called me about it. I do not have 
a recollection of it. 

He could have called me, however. Mr. Finnegan came in to see 
me on this loan after the $80,000 loan was made on March 29, 1949. 

Mr. Fuanacan. That is much later. What I am trying to find out 
from you is how this loan came to your attention the second day after 
it came to Washington. 

Mr. Wuerr. The only way I can think “ might have come would 
be from Mr. Toole’s asking me, saving he vanted to see me and I 
wanted to know something about the loan, as 1 would ordinarily = if 
anyone wanted to see me. [ would check what he wanted to talk about 
before he came in. 

Mr. Fuanacan. Have you a recollection of why you called Mr. 
Rochelle, the examiner at that time, and discussed this loan with 
him ¢ 

Mr. Witterr. Oh yes: [T would call any examiner. If vou wanted 
to make an appointment to see me and wanted to talk about a loan, 
[ would call the examiner to find out something about that loan before 
you came in. 

Mr. Fianacan. Then there is no doubt that someone had dis- 
cussed this loan with you shortly before or shortly after it came to 
Washington. 

Mr. WiLLerr. No. Well, Mr. Toole. ves. No other than that. 

Mr. Fuanagan. Mr. Toole or somebody ? 

Mr. Wituetr. That is right. 

Mr. Fuanacan. When did you first become acquainted with James 
Finnegan, former internal-revenue collector in St. Louis? 

Mr. Witxert. I do not know. I met Mr. Finnegan as Judge Finne- 
gan. I remember that because my two records show that it was Judge 
Finnegan who saw me. But I tried to think, when I went out to St. 
Louis a few weeks ago, where and when I met Mr. Finnegan. I 
thought it was during the Inaugural of 1949, but IT am not sure. 

Mr. Fuanacan. Referring again to your diary, it indicates that 
on January 4 J. E. Toole came into your oflice regarding the applica 
tion of the American Lithofold Co. The next entry with regard to 
the American Lithofold loan is March 29, with this notation : 

Judge Finnegan in office. Met with Mr. Dodds. 

Mr. Wiuierr. May interrupt vou? You keep referring to a diary. 
It is an office record. I kept no dairy. 

Mr. Fuanacan. Office record. 


Judge Finnegan in office. Met with Mr. Dodds. 


Do vou now recollect why Mr. Finnegan was in your office on the 
29th of March ? | , 

Mr. Wittetr. I donot. I have tried to think what Finnegan talked 
to me about on that loan. Someone—I do not know who, whether 
linnegan or not; this is just a dim memory and I do not el who it 


was—talked to me about the stringent reduction of withdrawals that 


we put on the loan when we made it. 

Mr. Firanacan. You are talking about the $80,000 loan ? 

Mr. Witterr. Yes. 

Mr. Franacan. The next entry in connection with American 
Lithofold loan—— 
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Mr. Witterr. Excuse me. When I was expected to come out to St. 
Louis a few weeks ago, I saw this record and I called Mr. Dodds to 
see if he could refresh my memory. He didn’t know. 

Mr. Fuanacan. That was in connection with your testimony before 
the grand jury 

Mr. Wuerr. That is right. 

Mr. Firanacn. The next entry is August 30, 1949: 

Judge Finnegan in office. re American Lithofold 

Mr. Wiiuerr. Yes. 

Mr. Fuanacan. Do you have any recollection what Finnegan was 
in at that point for ¢ 

Mr. Witxierr. I do. I didn’t know he was collector of internal 
revenue; I thought he was a judge. I understood he was a judge at 
one time. I have no recollection of what he talked about. 

Mr. Fuanacan. At that time the $550,000 loan application was 
pending in RFC, in August of 1949, was it not? The record will show 
that that loan was in Washington at that time. 

Mr. Wiutterr. In 1949—I guess so. I imagine it was. I do not 
remember. 

Mr. FianaGan. When Finnegan came into the office, did he indi 
cate to you What his connection was with the American Lithofold 
Corp. ¢ 

Mr. Witterr. Well, if you had asked me that question a couple of 
a ago IT would have said attorney, because I know him as judge, 

but I tried to think of what he did say. I donot know. I do not know 
whether he said he was attormmey, director, or stockholder. I do not 
remember what he talked about. 

Mr. Fuanacan. Would it be fair to say that he told you he had 
some connection with the American Lithofold Corp. ? 

Mr. Witierr. Yes. As I say, I have another dim recollection that 
he said director, but 1 am not sure about that. 

Senator Nixon. Was Mr. Finnegan still employed by the Govern- 
ment at that time / 

Mr. Witterr. Apparently so, but I didn’t know. 

Senator Nixon. You didn’t know he was collector of internal 1 
enue / 

Mr. Witterr. No. 

Senator Nrxon. Did you know he had been ? 

Mr. Witterr. No, sir; I did not know it. I met him as a judge. 

didn’t know whether that was an honor or what. I took it for 
granted he was a judge. I didn’t know he was collector of internal 
revenue, 

Senator Nixon. You just considered him another attorney when 
he came into the office—another attorney who had earned the distinc 
tion of judge, at least as far as the title was concerned ? 

Mr. Witterr. Either that or I knew he was an attorney. If he was 
a judge, maybe I just took it for granted he was an attorney for the 
company, Senator. At that time Finnegan was just another | erson 
who came intosee me. We had hundreds of people c oming in, ti ge 
about hundreds of loans. I kept no diary. I don’t know. 

Senator Nixon. He re prese nted himse If hot as being an employee 
of the Government, but just interested, more or less as a friend of 
the court, in a voluntary capacity for a company which he was inter- 
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ested in, but as a direct representative of this company; is that right? 

Mr. Wi.uetr. Senator, I would like to be able to answer that ques- 
tion directly, but I am sorry I cannot remember what he said. 

raged Nixon. You assumed he was attorney for the company ? 

. Wuazerr. I presume I assumed he was. If you had asked me 
2 eee I would have said he came in as an attorney because as 
a judge I would think that. Thinking it over, 1 couldn't say what 
he said, 

Senator Nrxon. Did he come in on any other matter? 

Mr. Witterr. No, sir; 1 don’t remember. 

Senator Nrxon, Is that the only time you have seen him ‘ 

Mr. Wuttetrr. I have seen him since. I am sure I met him before he 
came in to see me on March 29, 1949, but I cannot recollect where I 
met him. 

Senator Nixon. You do not recollect whether you met him in your 
office in connection with another loan or whether you met him in a 
social engagement or what the situation was / 

Mr. WiLuerr. According to my office record, I didn’t meet him in 
the office. I have no recollection where I met him. I imagine I met 
him in Washington. I do not know. 

Senator Nixon. When did you first learn he was collector of inter- 
nal revenue at that time ? 

Mr. Witerr. I think it was probably a year or so ago. I asked 
someone about it or maybe I saw it in the paper. I do not know. I 
do not remember that. I was sur prised to learn he was connected with 
internal revenue. 

Senator Nixon. You were surprised to learn it ? 

Mr. Witierr. Yes. Ithought he was a judge all the time. 

Senator Nixon. Why would you be surprised to learn it ? 

Mr. Witierr. Because I thought he was a judge. I thought he was 
sitting on some bench. 

Senator Nixon. Would you have thought it would be an impro- 
priety for him to represent himseif as an attorney for the company if 
he was collector of internal revenue / 

ir. Witterr. If he represented himself as an attorney, I probably 
would have thought so. 

Senator Nixon. Youthought he was an attorney ? 

Mr. Wirterr. Yes; I thought he was an attorney or a judge. 

Senator Nixon. He didn’t disillusion you on that point at the time ? 

Mr. Witterr. I do not know that I even talked to him about it. 
I didn’t meet many judges. I do not know many judges. If I were 
introduced to a man as a judge, I would take it for granted that he 
had been an attorney and was still a judge or had been a judge at one 
time. 

Mr. Franacan. Mr. Willett, did Merl Young at any time ever talk 
to you or contact you directly or indirectly concerning the American 
Lithofold loan ? 

Mr. Witterr. No, sir; to my recollection and according to this office 
record, and evidently my sec ret ary got all that stuff down. I do not 
ever remember Merl Young talking to me about the American Lito- 
fold C a: 

Mr. Fiuanacan. Did Mr. William Boyle ever talk to you about the 
American Lithofold Co. ? 
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Mr. Witter. No, sir, Mr. Flanagan. To my best recollection and 
according to this offic e record, I do not ever remember Mr. Boyle talk- 
ing to me about the American Lithofold Co. 

Mr. Fuanacan. In 1949, did you know that Mr. Boyle had any 
connection with the American Lithofold Co. ? 

Mr. Wiutzerr. No, sir: I did not. 

Mr. Franacan. Did Mr. R. J. Blauner, the then vice president and 
now president of the American Lithofold Co., ever contact you con- 
cerning this loan ? 

Mr. Winterr. I do not remember that, but Mr. Blauner, when I was 
out in St. Louis, we were both witnesses before the grand jury and 
sitting in the same — told me he had talked to me, and I do not 
know what he said. I do not remember, but he may have. I wouldn't 
say he didn’t. 

Mr. Fuanacan. When did you first become acquainted with Mr. 
R. J. Blauner ? 

Mr. Wiuterr. I do not know. 

Mr. FLanaGan. Was it in 1949 or prior to that time? 

Mr. Wittetr. I wouldn’t remember that. I do not think TI ever 
heard of Mr. Blauner before this loan came in. I do not know whether 
I heard of him then or not. I probably did when the loan was pre- 
sented to the Board. 

Mr. Fuanacan. Did any representative of the Democratic National 
Committee ever contact you in connection with this loan? 

Mr. Witierr. No, sir. I have no recollection of anyone from the 
Democratic National Committee calling me or making any statement 
at all about this loan. The only people I can remember who even 
talked to me about this loan—I remember Finnegan; I remember 
Toole, because he was a former RFC man; I do not remember Blauner, 
but I will take it for granted that Blauner talked to me about it. 
I do not remember. 

Mr. Franacan. To the best of vour recollection, the only two you 
remember are Mr. Toole and Mr. Finnegan ? 

Mr. Wiutetr. That is correct. 

Senator Nixon. At that point, may I ask: Did Mr. Boyle ever talk 
to you about any other loans? 

Mr. Witterr. Mr. Boyle called me four times, asking me to see 
various people about loans; yes, sir. 

Senator Nixon. I checked your office diary and found 28 contacts, 
commencing with April 28, 1949, and ending with July 19, 1950. 
What were the other 24 times? 

Mr. Witterr. With Mr. Boyle? 

Senator Nixon. That is right. 

Mr. Wiutierr. Are you taiking about other people of the committee, 
Senator, or Mr. Boy le? 

Senator Nrxon. Mr. Boyle; 28 contacts. They may have been 
lunches or other occasions. 

Mr. Wutert. I had lunch with Mr. Boyle two or three times, but, 
other than that, all I know is what is listed in my office record. I 
would like to know those 28 times because I do not know Mr. Boyle 
that well. The Democratic National Committee has called me a num- 
ber of times about seeing people, but I do not remember seeing Mr. 
Boyle 28 times. 
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Senator Nrxon. As a matter of fact, Mr. Young, for example, called 
you 90 times. Were you aware of that? Had lunches with you and 
contacts. 

Mr. Wittettr. I know Mr. Young called me a number of times, but 
I do not think 90. 

Senator Nixon. I wouldn't misrepresent it to you. 

Mr. Witxierr. You may be right. I am not arguing about it. Mr. 
Young came in to see me a number of times on the Lustron loan, 

Senator Nixon. What did Mr. Boyle contact you about? What 
loan ? 

Mr. Witter. On January 8, 1949, Mr. Boyle called me on the Smith 
Engineering Co. loan. That appare mntly was to make an appointment 
for some officers of the company who came in that afternoon with a 
Mr. Siskind, but I have checked with the Corporation and that loan, 
the Smith Engineering Co. loan, was apparently made in 1946 or 
1947. 

Senator Nixon. | apologize to you. I have the wrong figures on 
your contacts with Mr. Boyle. Let me question you further. 

Mr. Witietr. No apology is necessary. 

Senator Nixon. I said 28. Your recollection of four was correct. 
What was the situation? There were four times that you recall. 

Mr. Witietr. There are four times in my diary. I do not recall 
those. 

Senator Nrxon. Were those telephone calls? 

Mr. Witterr. Telephone calls asking me to see people. 

Senator Nixon. Were there any lune hes in addition to that ? 

Mr. Witxerr. I remember two lunches. 

Senator Nrxon. In addition to the four contacts? 

Mr. Witterr. Yes, sir. I remember those very distinctly because I 
was asked to go to lunch with Mr. Dunham, and Mr. Boyle h: appened 
be there. I remember one lunch that Mr. Dunham was paying for, 
but Mr. Boyle actually paid for. There were four or five of us there. 
Mr. Dunham wanted us to meet some of his friveila from Detroit. 
There were two men both times, different times. 

Senator Nixon. Do you recall what the contacts with Mr. Boyle 
were about ? 

Mr. Witierr. I do not recall. I have it in my office record, Senator. 

Senator Nixon. Would you give us the information ¢ 

Mr. Witrerr. On January 6, 1949, he called and asked me to see 
some people connected with the Smith Engineering Co. apparently 
and a Mr. Siskind brought these people over. I called in one of our 
attorneys and one of our es and then I checked with the 
Corporation just lately, because I didn’t remember that, and I found 
out that Joan to the Smith Engineering Co. was made in 1946 and 
1947 before I got on the Board, 2 or 3 years before these people came 
in to see me. 

Senator Nixon. What was the other one? 

Mr. Witterr. On May 5, 1949, Mr. Boyle called me and asked me 
to see two engineers from Thompson & Sterret Co. They wanted to 
make an engineering survey on Lustron, but they didn’t get the job. 
We had given it to somebody else or we were going to give it to some- 
body else. I forget just what it was. 

On November 29, 1949, Mr. Boyle asked me to see a man named 
Hendrin in connection with the Wren Manufacturing Co. I have 
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checked with the Corporation and I find that loan was made originally 
by a bank, what - call a blanket Paes loan—I do not know 
when that was—but then in May 1949 we approved an additional 
loan of $27,000. Of course, that was prior to Mr. Hendrin’s visit by 
about 6 months. 

Senator Nixon. What was the other contact / 

Mr. Wuerr. On September 11, 1950, Mr. Boyle asked me to see 
a man named Sam Morris, who was counsel for the Copper City 
Mining Co. RFC made a loan to the Copper City Mining Co. on 
June 30, 1950, prior to the time this man came in to see me. I have 
checked with the Corporation to find out whether I voted for that loan 
because it was a large loan. I was not there. I understood it is a 
good loan because it is a copper loan and it is getting out copper which 
is so badly needed in the war effort. 

Senator Nixon. Mr. Chairman, I would like for the committee 
staff to check on the various companies, as Mr. Boyle contacted Mr. 
Dunham or other members of the RFC after he became national chair- 
man, to see whether any of those companies are still represented by 
Mr. Siskind or Mr. Boyle. 

Going on, you said there were some other contacts that were made 
from Mr. Boyle’s office. 

Mr. Witxerr. No, sir. I do not remember any from his office. 
said the Democratic National Committee. 

Senator Nixon. For ex: imple, the calls you rec eived from Mr. Young 
you did not consider as coming from Mr. Boyle? 

Mr. Wiutetr. No. 

Senator Nixon. You did not feel they had a connection ? 

Mr. Witietr. Not with Mr. Boyle; no, sir. Mr. Young called me 
a couple of times right after the elections in 1948 and 1949 when he 
was helping out over in the Democratic committee about some loans 
[ do not remember the names of them—but I do remember asking him 
what he had to do with it. He said they had inquiries at the com- 
mittee. I think he was asking whether or not the applications were 
In. 

Senator Nixon. What about Mr. Green? Has he contacted you at 
all? 

Mr. Witerr. I do not remember Mr. Green, but he came in to see 
me on the loan you talked about yesterday, Ory Lumber Co. I turned 
him over to Frank Prince. That was a small business loan. 

Senator Nixon. So that we can get these various office diaries cor- 
related, the check shows 26 contacts with Mr. Young. That is more 
in line with your recollection ¢ 

Mr. Wiutterr. That is what I would say was more likely. Mer! 
Young is an old friend of mine, Senator. We worked together in 
RFC. I had lunch with him quite often. I would ask him and he 
would ask me. 

Senator Nixon. I am not questioning the propriety. I just wanted 
to get the facts. 

Mr. FuanaGan. When did you first become acquainted with Cecil 
Green, who was then and is now Washington representative of the 
American Lithofold Corp. ? 

Mr. Wiurrr. I do not know. As a matter of fact, I didn’t re 
member Cecil Green. I saw him out in St. Louis with Mr. Blaunet 
these few weeks ago and I had to ask him his name. His face was 
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familiar, but I couldn’t remember his name. This was the only time 
I could find him in my office records, so I do not know how many 
times I have seen him. 

Mr. Fuanacan. In the latter part of 1948, did you know whether 
Mr. Green had any connection directly or indirectly with William 
Boyle or Max Siskind ? 

Mr. Witterr. No, sir; I did not know. I do not know it now except 
from what I heard over here and read in the paper. 

Mr. FLanaGan. Your diary indicates, as you stated a few moments 
ago, that on November 10, 1948, Cecil Green came to your office with 
Mr. Ory of the Ory Lumber Co., Fairmount, Ga., and Frank Prince 
was present at that time. 

Mr. Witierr. That is right. 

Mr. Franacan. I believe you were here at our last meeting when 
Mr. Prince testified, were you not ? 

Mr. Witierr. Yes, sir. 

Mr. FiuanaGan. Do you recollect Mr. Prince’s testimony where he 
stated there some pressure in — with this Ory Lumber Co. ? 

Mr. Wuterr. I recollect that, but I do not understand where he 
got the word “pressure.” Whenever we turn an application over to 
an examiner, as Mr. Prince was at that time, I think in the Small 
Business Division, they usually keep us posted on what is going on. 
He came in to see me five times. The fifth time I called him and told 
him that I apparently understood the loan was made in the Atlanta 
agency. 

Mr. Franacan. All in all you saw Mr. Prince prior to the approval 
of this Ory Lumber Co. loan on four different occasions ? 

Mr. Witterr. That is right. He came into the office on three times 
and he phoned me once. 

Mr. Fuanacan. As I was saying, do you now recollect Mr. Prince’s 
testimony of the day before yesterday here when he stated that there 
was pressure in connection with this case and he stated if the pres- 
sure came from anyone, it came from you? 

Mr. Wuerr. That is right. I remember that. 

Mr. Franacan. You do know, do you not, that Mr. Prince was 
an experienced employee of the RFC? 

Mr. Witerr. Yes, indeed. 

Mr. Franacan. Would it be fair to assume that if he thought there 
was pressure being put on him by a director, that would be more than 
just a casual inquiry concerning a loan? 

Mr. Witterr. No; I wouldn't, Mr. Flanagan, because I was an 
examiner at RFC myself for a good number of years. Whenever a 
director called me, while I wouldn’t consider it pressure necessarily, 
[ would certainly keep him posted and do everything I could to see 
whether or not a loan could be worked out. It was Frank Prince’s 
job in the Small Business Division and all the jobs in that division to 
work out loans for small business. The law reads we would try to 
help small business. Most of us tried to help small business as much 
as we could. I tried to help everybody I could if I thought they were 
entitled to a loan. 

Mr. FLanacan. Previous testimony in this record indicates that 
the Small Business Section handled literally hundreds of loans a 
month, and was it your practice to take such a keen interest in every 
small-business loan that was called to your attention ? 
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Mr. Wiuterr. I would take a keen interest in any small-business 
loan. I do not care whether it was Ory Lumber Co. or any company. 
Mr. Flanagan, yes, I would. It may not have been necessary in cases 
like this. This probably was a case that looked like there was a chance 
of working out a loan. That was probably the reason for the interest. 
I do not remember it. I — the name Ory Lumber Co. and that 
is all I remember about it. I do not remember Mr. Green being in 
with Mr. Ory. 

Mr. Fuanacan. What do you think would lead Mr. Prince to state 
under oath here that there was pressure in this case from you? 

Mr. Witierr. I have no idea why he would say that unless he 
thought because I talked to him about the loan and turned the people 
over to him that it was pressure, but why there would be pressure on 
a small-business loan, I do not know. y 

Mr. Fuanacan. Isn't it true that Mr. Prince actually saw directors 
practically every day in connection with some case ¢ 

Mr. Witterr. He may have. I do not know. 

Mr. Franacan. He wouldn't consider that pressure, merely becausi 
a director asked him about a loan. 

Mr. Witterr. He may have. I don’t know what he would conside1 
pressure. 

Mr. FLanacan. He testified, as I recollect, that he did not consider 
a mere call from a director pressure. 

Mr. Wiuxerr. I do not know what he would consider pressure. | 
do not know Mr. Green well enough to consider that he had any pres 
sure on me. Mr. Green could put no pressure on me, Mr. Flanagan. 

Mr. Firanacan. Did you know Mr. Ory? 

Mr. Wutetr. No, not until he came to see me. 

Mr. Fianacan. Did anyone outside of the RFC, other than Mr 
Green or Mr. Ory, ever call you about that 2 

Mr. Witterr. I do not remember anybody calling me about that 
I do not even remember Mr. Green coming in with him. 

Mr. Fianacan. Mr. Willett, have you ever received, either directly) 
or indirectly, any gift or gratuity of any kind from the American 
Lithofold Corp., or any of its representatives ¢ 

Mr. Wutterr. No, sir. I certainly have not. I was a little disap 
pointed that I wasn’t taken to lunch, like some of them were. 

Senator McCiectan. Mr. Willett. I have made a hurried check 
of this. I believe you call this your office record. 

Mr. Wittert. It was an office record kept by my secretary. 

Senator McCieiian. I made a hurried check of it and I find some 
names of those who were contacting you. The first I will mention is 
Mr. Neal Roach. Do you know him? 

Mr. Witter. Yes, sir. 

Senator McCie.tian. In what capacity do you know him? 

Mr. Wuerr. He is connected with the Democratic National Com 
mittee. 

Senator McCiettan. Was he at all times covered by this office 
docket or diary connected with the Democratic National Committee ’ 

Mr. Wittetr. As far as I know, he was. 

Senator McCietian. You knew him in that capacity ? 

Mr. Wuterr. I still know him in that capacity. I presume he is 
still there. 
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Senator McCieitnan. He was there all the time you were a member 
of the Board of Directors; is that correct ? 

Mr. Wiutterr. And prior thereto; yes, sir. 

Senator McCLe.Lan. His contacts with you were in that capacity, 
were they / 

Mr. Wituetr. Yes, sir. 

Senator McCLettan. He was contacting you on behalf of the Na- 
tional Committee ? 

Mr. Wuuert. I take it for granted he was, sir. 

Senator McCLetitan. Mr. Merl Young—in what capacity and what 
relationship did you know him ¢ 

Mr. Witterr. Merl Young was a friend of mine, has been practi- 

cally ever since he has been with the corporation. He contacted me 
wa n he was with the Lustron Corp. a number of times. I had lunch 
with him a number of times. As I said a few moments ago, he called 
me in late 1948 and early 1949 about some applications, whether or 
not these applications were in and at that time I asked him, inasmuch 
as 1 knew he was with Lustron, why he wanted to know. He said he 
was helping at the committee and they had inquiries. 

Senator McCLettan. He was acting, as he represented to you, on 
behalf of the Democratic National Committee when he contacted you 
about the loan ¢ 

Mr. Wiuterr. That isright. If I remember correctly, all he wanted 
to know was whether we had these applications in. 

Senator McC.Lettan. He was contacting you as a representative 
of the Democratic National Committee? That was his claim? 

Mr. Wuuerr. Let me correct that a little. There was one case of 
a trailer company at that time, because the Lustron Corp. was think- 
ing of sending their houses out by trailer. There was a trailer 
company that ‘he called me to see whether or not they had applied 
to us for a loan. I think they had been in and talked to us about a 
loan. I have forgotten the name of the company. 

Senator McCLeLttan. Was Mr. Young the attorney for Lustron 
Corp? 

Mr. Witxtetr. No, sir, he was the Washington representative. 

Senator McCiettan. Mr. Dawson, Mr. Donald Dawson—you had 
some contacts with aoe 

Mr. Witterr. Yes, si 

Senator McCLe.nan. ‘he what capacity and relationship do you 
know him? 

Mr. Witierr. Mr. Dawson is one of the oldest friends I had in 
Washington. We worked together at the RFC. Mr. Dawson never 
talked to me about a loan that I can remember. Mr. Dawson called 
me, 1 do not know how many times, and asked me to see people to 
make appointments for someone. ‘That is all I remember Mr. Dawson 
talking to me about a loan. 

Senator McCLetitan. He never manifested any interest in the out- 
come or result of the Board’s action regarding any loans? 

Mr. Witter. No, sir; he never did. I remember one loan. Of 
course, if Mr. Dawson or the Democratic National Committee or the 
Senator's office or a Congressman’s office would call us about an appli- 

cation, we would keep them posted as to the progress made by that 
particular application. 
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Senator McCiettan. Mr. Dawson, did he ever call you on behalf 
of the White House regarding any loan ‘ 

Mr. Wiuzerr. No, sir. Mr. Dawson would call me from the White 
House, of course, because he was over there. 

Senator McCuiettan. Did he call you as a representative of the 
White House or simply in his own individual capacity ? 

Mr. Witxerr. I presume just in his individual capac ity, that people 
would come in to see me. In one case he told me a Congressman called 
him to ask him about an application, a mining application. 

Senator McCiettan. Why would they call him ? 

Mr. Wittert. Because they knew no one at RFC and that was what 
he told me. I think I remember that case. I am not sure that that 
is the exact case, but that is'what he told me in one case, that some 
Congressman had called him from Pennsylvania. 

Senator McCietitan. Who is Mr. Turney Gratz? 

Mr. Witerr. For a long time he was an employee of RFC. He 
went with the Democratic Committee sometime in January, 1950, 

Senator McCieitan. His contacts with you during this period of 
time, from August 9, 19458, to February Y8, 1951, covered by this office 
record, were in the capacity of a representative of the Democratic 
National Committee / 

Mr. Wuterr. No,sir. Up until January, 1950, he was an employee 
of RFC. He came into my office a number of times about different 
things. I heard later that he wanted to be my assistant. He didn’t 
get the job. 

Senator McCietian. After he left RFC and continued to contact 
you about loans and RFC applications, in what capacity did he con- 
tact you then? 

Mr. Witierr. As a representative of the Democratic National Com- 
mitteeman ¢ 

Senator McCietitan. Representing the Democratic National 
Committee ? 


Mr. Wittertr. Yes. I do not think he called me very many times, 


probably three or four or five times. 

Senator McCrietian. I think this diary shows about 12 times. 

Mr. Witxierr. That might be, Senator. I do not remember. 

Senator McCiei.an. I say “call you.” You were in contact with 
him, too. Either you called him or had lunch together. 

Mr. Witter. I never had lunch with him. 

Senator McCuettan. You had some contact with him. He visited 
you in the office. It shows 12 times. 

Mr. Witterr. Most of his contacts were calls. 

Senator McC LELLAN. Who is Jean Carney ? 

Mr. Wiutert. I do not think I know him. 

Senator McCietian. Your record here shows that he contacted you 
on some occasions. Was he associated with the Democratic National 
Committee ? 


Mr. Witter. Sounds like it might be a girl, Jean. I do not know. 


Senator McCretian. If it was a girl, was she contacting you on 
behalf of the committee ? 

Do you remember Robert Moore? 

Mr. Witietr. Yes. 

Senator McCietian. Who is he? 

Mr. Wuttertr. He is with the Democratic National Committee. 
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Senator McCrietitan. How many times did he contact you about 
the loans? 

Mr. Wuterr. I do not think he ever contacted me about a loan. 
He contacted me once about a man getting a job with RFC and I 
turned him over to our personnel department. He contacted me = 
other time about a man going on as trustee of the Waltham Wat 
Co. 

Senator McCiettan. Mr. Don Hanlon? 

Mr. Wuterr. Yes, sir. He has been in my office a couple of times. 

Senator McCievian. In what capacity was he contacting RFC o1 
contacting you? 

Mr. Witterr. I understood as an attorney. I understand he is an 
attorney in town. 

Senator McCiettan. He is not with the Democratic National 
Committee ? 

Mr. Wiutterr. As far as I know, he wasn't. 

Senator McCietian. Did he tell you at that time he was? 

Mr. Wittett. No, sir. 

Senator McCLetnan. Max Siskind, was he with the Democratic 
National Committee ¢ 

Mr. Wittetr. Not to mv knowledge. 

Senator McCietian. What professional business relationship ex- 
isted between him and Mr. Boyle when he contacted you 4 

Mr. Wiuterr. The first time I understood he was with Mr. Boyle. 
That was on January 6, 1949. That was on the Smith Engineering 
Co. that I told you about a few minutes ago, which loan was made 
back in 1946 and 1947. 

Senator MoCietitan. At that time he was a partner of Mr. Boyle? 

Mr. Witter. As to that, I do not know. I have heard he was, but 
I didn't know. 

Senator Nixon. Do you know it now? 

Mr. Witierr. Only from what I have heard. 

Senator Nixon. When did you learn it ? 

Mr. Wituerr. I have learned it sometime now, Senator, and I have 
read it in the papers. I take it for granted he was a partner. 

Senator McCrietnan, A hurried check of this office record indicates 
that you were contacted some 70 times. 

Mr. Witierr. By Mr. Siskind ? 

Senator McCietian, By Neal Roach, Merl Young, Turney Gratz, 
Robert Moore, of the Democratic National Committee. 

Mr. Wuerr. That would be, Senator. 

Senator McCLettan. Were you contacted more by representatives 
of the committee than any other director ? 

Mr. Witterr. I may have been, I do not know. 

Senator McCietian, If so, can you tell us why you were singled 
out by members of the Democratic National Committee or its repre- 
sentatives ¢ 

Mr. Witterr. No, sir. All they contacted me was to make ap- 
pointments for people. 

Senator McCieixan. Isn't it fair to assume they contacted other 
members of the committee substantially as often as they did you? 

Mr. Wutetr. Other members of the Board 2 

Senator McCLetnan. Yes. 

Mr. Wiierr. Possibly. Maybe they didn’t know them as well 
as they knew me. 
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Senator McCiettan. Can you give us any information about that? 

Mr. Wituetr. No, sir. 

Senator McCietian. Do you know of instances where they did 
contact other members of the Board ¢ 

Mr. Wituerr. I have heard they contacted other members of the 
Board; yes, sir. 

Senator McCietnan. In your Board meetings or consultation with 
other members of the Board, did you have any ‘discussions with refer- 
ence to the Democratic National Committee or some representative 
contacting you / 

Mr. Witterr. Not tomy knowledge. 

Senator McCietian. Did you not disclose this information to the 
other members of the Board ? 

Mr. Witterr. No,sir. I think in more than half the cases, they were 
never discussed at the Board or came to the Board. 

Senator McCietian. Those that did, was there a discussion or 
revelation on your part to other members of the Board that you had 
been so contacted ? 

Mr. Witterr. No, sir. 

Senator McCLetian. Did they ever reveal to you in regard to any 
loans that they hs : been contacted by these sources ? 

Mr. Witterr. I do not remember any director ever telling me the 
Democratic National Committee had contacted him. It is possible 
they did, but I do not remember. 

Senator McCietian. If the contacts with you according to this 
record are a fair sample and indicative of the contacts made by the 
Democratic Committee with other members of the Board, it seems to 
me they were rather active. 

Mr. Witxerr. I guess they were, just as active as the people over 
here. We get just as many calls from the Hill, probably a whole lot 
more than we do from the Democratic Committee. 

Senator Nixon. You got as many from the Republican Committee / 

Mr. Witiert. I didn't. 

Senator Nixon. Iam glad you brought that out. How do you ex 
plain the difference ? 

Here is my point: You say there is nothing out of the way in calls 
from the Democratic National Committee because you also get calls 
from the Hill. 

Mr. Witterr. That is right. 

Senator Nixon. Wouldn't it be a better analogy to say there is noth- 
ing out of the way about calls from the Democratic National Com- 
mittee because we also get calls from the Republican National Com- 
mittee? You are a bipartisan Board. Why only the Democrati 
Committee / 

Mr. Witierr. You will have to ask Mr. Gunderson and Mr. Dun 
ham about that. 

Senator Nrxon. I checked Mr. Dunham’s diary. We found how 
many contacts from the Democratic National Committee ? 

Senator Munpt. Two hundred and twenty-six in 2 years. 

Senator Nixon. Mr. Dunham is a Republican. We checked his 
diary to see if there were any contacts from the Republican National 
Committee. We found no contacts from any representative of the 
Republican National Committee in that period of time. 

Mr. Wiuterr. That is possible. They never called me. 
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Senator McCiettan. If Mr. Dunham was contacted 200 times over 
a period of 2 years, then apparently you were not contacted as often 
as some of the other members by the national committee, were vou? 

Mr. Wuzerr. From that record, | wasn’t. I didn’t know Mr. Dun- 
ham had been contacted that many times. 

Senator McCrectnan. Dunham is the Republican member and it 
seems they concentrated on him; is that correct ? 

Assuming that the 200 contacts were made according to Dunham’s 
diary or office record were correct, acc ording to yours, which I checked 
hurriedly and which may not be absolutely accurate, you were con- 
tacted some 70 times during a similar period. 

Mr. Witxerr. I was on the board a little longer. 

Senator McCiettan. What I am trying to develop here is the cold 
facts about. the activities of the Democratic National Committee con- 
tacting the RFC with reference to loans. If this is correct, 200 times 
with Dunham and 70 times with you, it seems to me they were con- 
tacting some of you daily about loans and about applications. 

Mr. Witterr. Could be. 

Senator McCLet.an. Could be? 

Mr. Witterr. Could be; yes, sir. I do not remember how many 
times they contacted me, sir. 

Senator McCLettan. Did it ever occur to you that the Democratic 
National Committee representatives were unduly active and solicitous 
about this particular agency / 

Mr. Witter. No, never did, Senator, because all they ever did was 
make appointments or bring someone over to see us. 

Senator McCLeLLaANn. That isn’t all Merl Young did. He came over 
to see you quite often, didn’t he? 

Mr. Wuuerr. Not on loans, except the Lustron case. 

Senator McCietLan. Didn’t he come to see you on loans and appli- 
cations, according to your records, and talk to you about loans? 

Mr. Wiuzerr. I do not think so. 

Senator McCLe.tLan. How about Neal Roach ? 

Mr. Wittetr. Neal Roche brought a lot of people in: yes. 

Senator McCietxan. Representing the national committee / 

Mr. Wituerr. Yes, sir. 

Senator McCuLetian. He didn’t only make the appointment, but he 
came over with them / 

Mr. Witzetr. Brought them in. 

Senator McMutian. Took an interest in their application ¢ 

Mr. Witterr. No, I wouldn't say took an interest in it. I want to 
be fair to Neai Roach. 

Senator McCLeLtitan. You mean he would come over without any 
interest ¢ 

Mr. Witter. Yes. 

May I interrupt you just a minute? 

Senator McCLetian. If you will answer me. 

Mr. Witterr. I would like to tell you what I told Mr. Flanagan 
the other day, that it didn’t seem unusual to me. People come to 
Washington and it takes them days to get to the proper party they 
want to see. They have to go to your office, to their Congressman’s 
office or to the Democratic Committee or to the Republican Committee. 
Apparently none ever went to the Republican Committee. 
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Senator Nrxon. That is probably because they found they got better 
action on RFC loan through establishing their contacts through the 
Democratic National Committee; is that correct ? 

Mr. Wuerr. No, sir. 

Senator Nrxon. You mean 

Mr. Witterr. If you do not mind my saying, one of the biggest 
loans and fees we paid w as toa Republican. 

Senator Nixon. That is right. I know this racket, too. On that 
point, that loan was made, that fee was paid, before Mr. Gabrielson 
was national chairman. 

Mr. Witxierr. That is correct. 

Senator Nixon. You would want the record to show that. 

Mr. Witterr. That is right. 

Senator Nixon. A lot of the loans made are made to Republicans. 

Mr. Witterr. I hope so. 

Senator Nixon. I am not questioning even the propriety of going 
to the Democratic National Committee. 

Mr. Wituerr. I know you are not. 

Senator Nixon. But I am interested in why the disparity. Is it 
because borrowers, whether they be Republicans or Democrats, had 
learned that the way to a loan was to go through a member of the 
Democratic National Committee or an employee of the Democratic 
National Committee’ That is really the gist of this inquiry. That is 
what we are trying to find out. 

Mr. Witierr. That could be. I wouldn’t know. 

Senator Nixon. W hy did the people do this if it was only for the 
purpose of an introduction? Someone from the Republican National! 
Committee knew where the RFC was. They knew the members of 
the Board of Directors of the RFC. I assume the employees of the 
Republican National Committee are that bright. 

Mr. Witierr. [ think the people who went there made a mistake. 
They should have gone to their Congressman or Senator, because 
they get better treatment than from the Democratic National Com 
mittee. 

Senator Nixon. I know we give them wonderful treatment. The 
question is, would they get better action ¢ 

Mr. Witterr. Yes: from the Hill they would. 

Senator Nixon. What about the American Lithofold Co. ? 

Mr. Witerr. Maybe they came over here. 

Senator Nixon. As far as they were concerned, they didn’t get it 
from any action on the Hill, did they ? 

Mr. Witxerr. Not to my knowledge, they didn’t. No one has ever 
said anything about the quality of this loan. I wonder if I could 
tell you, inasmuch as the first time the loan came to the Board of 
Directors, why I voted for it. I voted for it—I do not remember any 
discussion, but after hearing Mr. Williams talking over here and 
reading some of the reports during the last 2 weeks, I would like to 
tell you why it was a good loan and had been a good loan. The loan 
was adequately secured according to even the agency’s loan value 
placed on the collateral. There were some bad factors. There are in 
all loans. Mr. Kraft told me the other day. when I asked him why 
the agency had not reduced the withdraw: als of the officials of this 
company, that they had before the application reached Washington. 
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The prospects of the company were all right because they had previ- 

ody made money. I understood from Mr. Blauner a couple of weeks 

ago that the company made $400,000 last year. 

~ Another thing that hasn’t been taken into consideration—— 
Senator McCLeLLan. Government contracts 4 

Mr. Witerr. I do not know what contracts or how they got them. 

Senator Nixon. So we can get the record clear on that point, too, 
the solvency of this company “has been pretty much determined and 
has been related to the amount of Government contracts that it has 
been able to get; isn’t that correct ? 

Mr. Witierr. From what I have heard, that is correct, but I do not 
know anything about that. I do not think we knew anything about 
who the contracts were from, how they were getting them. 

Senator Hory. At this juncture, it ought to appear in the record 
that this concern did have large Government contracts in World War 
IT and had a big business with the Government then and also had con- 
tracts with the Government now and the evidence before us developed 
that more than two-thirds or three-fourths of all these contracts were 
gotten by competitive bidding. I think we have gone far afield in a 
good many of these analyses, but it is good to develop it fully. 

Relating to a loan, one of the best evidences in justification of what 
you say about being good loans is that it was paid in full—principal 
and interest—before it was due, so the Government didn’t lose a 
single cent by this loan in any way. 

Mr. Wuterr. I was going to bring that up. They borrowed 
$600,000. The loan was more than that from the Smaller War Plants, 
but the limit was $600,000. When they came in to see us the loan had 
been reduced to $157,000, even with these heavy withdrawals. We 
always do this when they have heavy withdrawals and are bleeding, 
so tospeak, the company. We reduce their withdrawals to a low limit. 

I understood from Mr. Williams when we reduced the withdrawals 
on one of these loans, two of the officers resigned. If they didn’t want 
to accept that and make money and pay us off, then they didn’t have to 
take the loan. 

Tam awfully sorry to interrupt you on that. 

Senator Hory. Senator McClellan, you may proceed. 

Senator McCietian. Was there any information that came to vou 
at the time Mr. Roach and Mr. Young and others I named—Mr. 
Gratz—connected with the Democratic committee—they were charg- 
ing a fee for their services in connection with any of these applications 
that the RFC was considering and they were contacting you about? 

Mr. Wuterr. No, sir. If they were, 1 presume they wouldn't tell 
me about it. 

Senator McCLeLtan. You didn’t inquire into that ? 

Mr. Witietr. No, sir. 

Senator McCietitan. When people come down there with an appli- 
cant. do they not usually state they are the attorney, if they represent 
him as such ? 


Mr. Witterr. They usually state what capacity, but I knew that 
Neal Roach and Gratz were from the Democratic National Committee, 
so they didn’t have to state that. 

Senator McCLetian. In the instance of Mr. Finnegan coming down 
there—Judge Finnegan, as you refer to him—he stated at that time 
that he represented —— 
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Mr. Wuuerr. He must have, Senator. I tried to remember what he 
told me and I cannot remember whether he said attorney, director, o 
stockholder. As I said before, I thought I had a dim recollection 
that he said he was a director, but I am not sure about that. I knew, 
however, he was a judge. Lf you had asked me that a couple of months 
ago, as I said, I would have said attorney, but I do not know. 

Senator McCLetian. I think the actual thing that oceurs from any 

observation and experience I have had, when they come in as an 
attorney for a firm or come in with an applicant, the attorney usually 
identifies himself as such. 

Mr. Wittetr. That is correct. 

Senator McCietitan, And I would think in that instance Judge 
Finnegan did identify himself as such or you at least certainly thought 
he was acting in that capacity. 

Mr. Wuterr. I would take that for granted, too, Senator. As |] 
say, I tried to remember. I cannot remember all these cases, what 
people said. I did try to remember and I cannot remember what he 
said. If I knew, I would be glad to-say. I do not really know what 
he said. He was a judge to me and [I let it go at that. 

Senator McCietitan. Mr. Chairman, I believe that these diaries or 
office dockets or records that we have been inquiring about should be 
placed in the record in full. We have singled out some things. 

Senator Hory. They are very lengthy. I think you should sum 
marize those matters that you are concerned with. 

Senator McC.Letian. I would ask the staff to summarize them and 
place them in the record. They are at loose ends when we just pick 
out one name here and there. I would like the staff, if it is agreeable 
to the chairman of the committee, to summarize them. 

Senator Munpr. What we have now is a summary. 

Senator Hory. I have no objection to putting in the full diary, but 
I think a summary would be all right. 

That will be done. 

(The summary referred to was marked “Exhibit No. 15” and may 
be found in the appendix on p. 1219.) 

Senator Munpr. Mr. Chairman, I want to ask the witness about a 
few points in his diary. 

Senator Nrxon. May I ask a question relating to Senator MeCle! 
lan’s questioning just before you begin ? 

Senator Munpr. All right. 

Senator Nrxon. Senator McClellan questioned you quite extensivel) 
about the contacts from the Democratic National Committee. 

Mr. Witierr. Yes, sir. 


Senator Nrxon. He asked you about several individuals who had 


contacts with you. Do you recall any other individuals from the 


Democratic National Committee other than those he named who co: 
tacted you in connection with RFC loans? As I recall, he mentioned 
Mr. Roach, Mr. Gratz, Mr. Boyle, of course, Mr. Young. Do you 
recall any others ? 

Mr. Witterr. Mr. Moore and Mr. Asa Carraway. 

Senator Nixon. You haven’t mentioned him up to this point. 

Mr. Witterr. No, sir. 

Senator Nrxon. He is an employee of the Democratic National Com 
mittee, too; isn’t he? 
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Mr. Wuuerr. He was. I understood he is not now. As a matter 
of fact, I read in Washington Confidential that he was not. 

Senator Nrxon. You mean you are vouching for what you read in 
Washington Confidential ? 

Mr. Wuterr. No, sir; lam not. That was confirmed the other day 
by Mr. Flanagan. 

Senator Nixon. Confirmed by Mr. Flanagan ? 

Mr. Wuwerrt. I think Mr. Flanagan said he wasn’t with the Demo- 
cratic National Committee. 

Senator Nixon. He isn’t now? 

Mr. Witterr. Now. 

Senator Nixon. But at that time he was? 

Mr. Witterr. Yes. 

Senator Nixon. Approximately how many contacts would you say 
he had, 15 or 20? 

Mr. Wiutterr. I didn't say that. Asa called me as many times as 
Neal Roach did. 

Senator Nixon. He did? 

Mr. Wiuterr. I would say so. 

Senator Nixon. As I recall, Neal Roach called you maybe 27 times 
or so according to the diary. 

Mr. Witerr. It seems to me it was more than that, but I do not 
know. 

Senator Nixon. His calls were of the same nature as those of Mr. 
Roach ? 

Mr. Witierr. Yes, sir. 

Senator Nixon, Just making appointments for individuals inter- 
ested in RFC loans? 

Mr. Witterr. Yes, sir. 

Senator Munpt. Why weren't they listed in the diary ? 

Mr. Wuterr. I think the *y are, 

Senator Munpr. Not in the diary as presented to me. 

Senator Nixon. Senator Mundt, may I say what you have here 
before you is not the complete diary. You hi ave the excerpts from it. 

Senator Munpr. What I have before me represents itself to be the 
calls tothe Democratic National Committee. 

Senator Nixon. When the staff made the study, the staff had a list 
of the employees of the Democratic National Committee and the name 
of Carraway did not appear. 

Mr. Wiutterr. I do not think he was there and that is probably the 
reason. 

Senator Munpr. Let’s add that. 

Senator Nixon. When you add that to the other calls, we get ap- 
proximately over a hundred calls from the Democratic National Com- 
mittee to you. 

Mr. Witterr. You will probably find more than that. I wouldn't 
know how many there were. I wouldn’t know how many there were, 
but there were a lot of calls. 

Senator Hory. In connection with just these questions about all the 
calls made from the Democratic National Committee and visits from 
the representatives, at any time did any member of the national com- 

mittee, representatives or anybody from there, attempt to exert or did 
exert any influence on you in connection with any loans? 





448 INFLUENCE IN GOVERNMENT PROCUREMENT 


Mr. Witterr. Indeed, they did not, because they would have been 
told off, Senator. Asa matter of fact, m: iv | also say that the men you 
mentioned so far—Neal Roach and Asa Carraw ay—as far as I know 
are perfect gentlemen. I do not think they ever even tried—they 
never said anything when they came over. The applicant did the 
talking. They just brought the man over and introduced him. No 
one from the Democratic National Committee has ever tried to use any 
influence on me. 

Senator Hory. Go ahead, Senator. 

Senator Munpr. I was going to inquire about some of the specific 
items in the diary. Do you have a copy of the extracts there? 

Mr. Witterr. I do not, but I will try to remember it. 

Senator Munpr. This is in line with a statement you have made over 
and over again today that the only contacts that the Democratic Na- 
tional Committee personally made with you were in the nature of 
making appointments and bringing people in to the office and intro 
ducing them. On December 27, 1948, there is this notation : “Phoned 
poanaen in Cleveland re salary of Merl Young.” That is E. Mer! 
Young? 

Mr. W ILLETT. Yes. 

Senator Munpr. I wonder why you would call Boardman in Cleve- 
land concerning the salary of a Democratic national committeeman. 

Mr. Witterr. I have explained that to the Fulbright committee. 
[ have explained it to everybody. The president of the Lustron Corp. 
talked to me about raising Young’s salary. The only thing I asked 
him was whether he was using Young every way he could and was 
Young worth it. If he was, it was all right with me. Evidently he 
told Young about it. It had to go through the agency before it came 
to Washington. It must have been held up. I do not remember. I 

called Boardman he find out why he didn’t send it down. I imagine 
Most called me. Ido not know. 

Senator Munpr. Certainly Merl Young appraised you of that fact. 
He wouldn’t have deduced by clairvoyance. Somebody told you to 
talk to him. 

Mr. Wuterr. Mr. Strandlund told him he was going to get a raisé 

Senator Munpr. Mr. Young must have approached you and told 
you, “Can't you get that expedited ?” 

Mr. Witierr. Either he did or Mr. Strandlund. I do not know. 

Senator Munpt. What was Mr. Young? He had gone with Lustron 
at your recommendation ? 

Mr. Wittettr. No. 

Senator Munptr. Whose recommendation ? 

Mr. Witierr. I think Mr. Gunderson can tell you about that when 
he comes before you. 

Senator Munpt. There is another entry about this. It is in your 
diary for July 11, 1949. 

Phoned Bill Boyle re William Carolan. 


Who is he? 

Mr. Wittetr. Mr. Moore of the Democratic National Committee 
called me prior to that time and said, “If you are looking for a good 
name for trustee of Lustron”’—and we were prior to this date—I 
should say trustee for Waltham Watch Co—*Mr. William Carolan 


is a good man.” I called a friend of mine in Massachusetts. He is 
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from Boston, by the way. I wanted to find out who William Carolan 
was and what he thought of him—his going on the board of trustees 
of Waltham Watch Co. He called me back and said William Carolan 
was president of one of the banks in Boston and was an excellent man 
and would make an excellent trustee. He said the judge was in Cal- 
ifornia— the judge in this case. I am only telling you from memory. 
You cannot hold me to every word. 

I called Mr. Boyle back. Mr. Boyle didn’t call me originally. 

Senator Munpr. You said Mr. Moore called you. 

Mr. Wituetr. Yes. 

Senator Munpr. He was the assistant to Mr. Boyle at that time. 

Mr. Witierr. I do not know. He was over at the Democratic 
National Committee. I wanted to be sure Mr. Boyle was interested 
in this case. Mr. Boyle was not there, but I left a message with his 
secretary that there was no chance of getting Mr. Carolan as a trus 
tee. I think, as a matter of fact, we had the three trustees. I am not 
sure about the date. 

Senator Munpr. Was it part of the practice of RFC when it rec- 
ommended board members to corporations to whom it was making 
loans to accept the recommendations of the Democratic National 
Committee as to who those board members were / 

Mr. WIULLETT. W e would acce pt the recomme na itlons of anybody 
if we were looking for trustees or board members, which we seldom 
did. We would accept the recommendations and we would check on 
them. We had no authority to make appointments. All we could do 
would be to recommend them to the judge in the case. I think the 
Chairman did recommend two men for that job as trustees or directors. 
[have forgotten just what they were. 

Senator Munpr. For Waltham Watch ? 

Mr. Witierr. Yes. Lasked a friend of mine to go on the board, but 
he refused to do it. I didn’t recommend him because he refused to 
take the job. 

Senator Munpr. Now dropping down to 1950, a number of entries 
start with March 15,1950. The first reads: 

Neal Roach 


whom you have previously identified as < member of the National 
Committee— 


re application of Aero Services, Inc., Los Angeles. Gordon Hussey coming 
re same, 

Who is Gordon Hussey / 

Mr. Witterr. He was president of this Aero Services, Inc. Neal 
Roach called to make an appointment. Hussey came in to see me, 
I guess 10 or 20 times, and he worried Neal Roach calling me about it. 

Senator Munpr. On Mareh 15th, then, he called in conformity 
with this pattern of performance that you have told us. He more or 
less introduced Aero Services, Inc., to you and introduced Gordon 
Hussey to you by telephone and telling you he was coming in and it 
was suggested he see vou when he came / 

Mr. Witierr. That is about right. 

Senator Munpt. That would be in conformity with it. That would 
be what you say is a general procedure which happened quite fre 
quently in the Democratic National Committee, and I think your 
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further testimony is that they did not go beyond that. That was the 
extent to which the Democratic Committee endeavored to exert in- 
fluence upon it. 

Mr. Wiuerr. No; I don’t like the last statement, Senator. 
Senator Munpr. I think that might probably give the wrong co) 
notation, but they did not go beyond that in trying to exercise any 

influence ? 

Mr. Witterr. That is right. 

Senator Munpr. Then I am kind of curious about these next entri 
in your diary because they have now completed their mission accord 
ing to the way you have outlined it. If that is all the Democrat 
Nati ional Committee endeavored to do, they were done with that case, 
You had made your contact with Aero Services, Inc. 

Mr. Wiitert. I know what you are going to say, Senator. 

Senator Munpr. That job had been “completed. What is that? 

Mr. Wittert. I know what you are going to say, because he called 
me a number of times. 

Senator Munprt. I would rather say it and then let you answe: 
Six days later now, after the whole mission of the Democratic National 
Committee, insofar as it might have any legitimate part in this pro 
cedure is concerned, was complet ted, 6 days later on March 21 you 
diary says: 

Neal Roach phoned re Aero Services, Inc. 


Why would he phone again‘ 

Mr. Witterr. That is what I was about to tell you when you wanted 
to bring it out yourself. Neal Roach called me a number of times 

about the Aero Services. Mr. Hussey came in a number of times about 
the Aero Services. A report on Mr. Hussey wasn't too good. He tried 
to explain that report to me. 

Neal Roach called me, I think, from Philadelphia or Chie ‘ago or 
New York and said, “My God, what is this about Hussey? Why can’t 
you see him?” I told Neal Roach that he would have to satisfy the 
ugency as to this report we got. 

He claimed, Mr. Hussey claimed that a report we got was not in 
connection with him but was in connection with somebody else with 
the same name. We even went to Dun & Bradstreet to have it checked, 
rather he did to have it checked, but we couldn’t do anything for Mr. 
Husey. 

Senator Munpr. At least in the case of Mr. Hussey and in the case 
of Mr. Neal Roach, he went beyond this pattern of performance whic! 
you said was the one which was followed by the Democratic National 
(‘ommittee, made the original contact, let the case stand on its ow: 
hottom after that. 

Mr. Witterr. They called us a number of times about the thing. 
Senator, because the people would apparently call them about it. You 
will find there are a number of cases, I am sure, where they would 
call back and back and back about the case and find out what the 
status of it is. 

Senator Munpr. Yes; I am going to read the rest of those cases 
because it seems quite apparent to me that at least in that case ther 
Was an oversight 1n your memory, because they went far beyond what 
you led me to believe was the only thing the Democratic Nationa! 
Committee ever did, was to make appointments or introduce you to a 
prospective client. 
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Mr. Witxerr. That is correct, Senator, but that was no oversight. 
I know in a number of cases they have called to find the status of the 
application, because I presume the people would call them, I don't 
know, and we would tell them, as a matter of fact, we would usually 
follow those cases up ourselves and tell them or tell your office or 
whoever’s office would call us about any application. That was the 
courtesy we thought we ought to do to anyone. 

Senator Nixon. You never told the applicant himself 

Mr. Wittetr. Told him what, sir? 

Senator Nixon. You did not tell the applicant that you always went 
through the—— 

Mr. Wuerr. Oh, we would tell the applicant; yes, sir. If 
would call we would be sure and tell him. 

Senator Munpr. Now reading the next entry on this particular 
ease, 2 days later, on March 23, Neal Roach called you again concern- 
ing Gordon Hussey, which you now say Was in connection with this 
misunderstanding. Five days after that vour diary says: 
Neal Roach in office with Gordon Hussey re Aero Ser 
Lynch- 

Who is she? 

Mr. Wittetr. Miss Florence Lynch ? 

Senator Munpr. Well, that deals with another case. 

Then on April 10 Neal Roach phoned from Chicago regarding 
Gordon Hussey. On April 12 he called back from Chicago again 
concerning Gordon Hussey, and on April 27 Neal Roach phoned from 
Chicago regarding Gordon Hussey and told him Husse ‘y would have 
to go back to Los Angeles. 

The point I am making is that it is quite clear that there was a 
repeated effort on the part of the Democratic National Committee in 
this case insofar as Mr. Neal Roach is concerned, to bring pressure 
upon you or to bring influence upon you or to put inform: ition before 
you or to expedite in some way the application of Aero Services, Inc. 

He went far beyond what vou said earlier, making an appointment 
or introducing you to the applicant. 

Mr. Witterr. Senator, 1 would like you to get in the record that 
that is not a fact. It may appear, but Neal Roach never tried to use 
any influence or never tried to put any pressure on me. 

Senator Munpr. I did not say that. 

Mr. Wuzerr. I misunderstood you. 

Senator Munpr. I said he tried to use influence or he tried to put 
on pressure or he tried to expedite the case. I gave three alternatives. 

Mr. Witterr. The only answer to that, Senator, is if he tried to use 
influence he had none, because we didn’t make the loan. 

Senator Munpt. Obviously, he was trying to expedite the case. He 
was not calling you up to say, “Stand firm, keep on turning them 
down.” I am sure he did not call you up to say that. 

Mr. Witterr. He didn't Ssayvia word about it, as I can understand 
it, except, “What is the status of the case?” 

I know he did call and once he said “What in the world is going on 
in this case?” He didn’t know the whole story and we wouldn't tell 
him the whole story about the case, Senator. 

It happened to be something that IT couldn't even mention here. 
but I would be glad to mention it in executive session, because I don’t 
want to hurt the man’s feelings or hurt the man’s reputation. 


he 
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Senator Munpr. I am not at all curious about that particular case, 
but you say you did turn it down? 

Mr. Wuerr. That is right. 

Senator Munpr. I do not want the record to stand or be completely 
false on its face without these modifications which we are now writing 
into the record, that the only interest that the Democratic National 
Committee ever showed was one to make appointments, or two, to 
introduce you to a prospective applicant. 

Mr. Witierr. And to follow up. 

Senator Munpr. Here is a case illustration where time after time 
even to the extent of long-distance telephone calls from Chicago over 
and over again, the committee as represented by Mr. Roach manifested 
a continuing interest in trying to get the loan approved. 

Mr. Witterr. Did I understand you to say he called me from Chi- 
cago over and over again? I don’t remember one case— 

Senator Munpr. I can give you two cases by date, April 10 and 
April 12, that pop up just as I look down at the page. 

Mr. Wuerr. That may be, but I don’t remember any more. 

Senator Munpr. I don’t know if there are any more or not. There 
are a series of six or seven contacts by Mr. Roach of Mr. Hussey. 

Mr. Witterr. Senator, I can tell you why that is. Mr. Hussey’s 
reputation was attacked by a certain report that we got. Mr. Hussey 
said it was not true, it was not him, it was someone else. 

We didn’t tell Neal Roach this until the end and I said, “Now that 
is the situation and we can’t do anything with him until he clears 
that up.” He tried to clear it up to our satisfaction. It was not 
cleared up and,as I say, he did not get the loan. 

Senator Munpt. I am not criticizing you or the Board in any way, 
about the way you handled the case. Obviously there was nobod, 
who came in and influenced you to the extent of approving it. You 
turned it down. There is no question about that, but IT am simply 
trying to vel the record clear that as far as the Democratic Nationa! 
Committee's a ntative was concerned, he was tr ving over and 
over and over again to put before you evidence which would result in 
the approval of the loan or clear it up. 

He was interested in the case and mainfested an interest far beyond 
making an appointment to introduce the applicant. 

Mr. Wutierr. So it appears, Senator, but I don't think he put an) 
additional evidence before me. He couldn't do it because he didnt 
know what we were talking about. 


He didn’t know what the situation was until in the end I told him, 


too bad he has got to go back to the agency and clear that up, whic! 
he was never able to do. 


Senator Munpr. Now, as a matter of fact, Mr. Willett, a little 


reading of this diary and a little recapturing of your memory un 


doubted|y would disclose that this was not the only « case mn which 


representatives of the Democratic National Com mittee did more thai 
simply make an ap pointment or introduce an applicant to you. I 
other instances, too, there are continuing calls back and forth to follow 
through to see what happened to the case. 


Mr. Wiuterr. That is correct, yes, sir; follow them up, that is ail. 
Senator Munpr. I think that should be in the record because youl 
earlier statement certainly led me to believe if all they do is to call up 


and make an appointment, that is very simple. 
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Tf all they do is call up, send somebody over and say, “Mr. Willett, 
this is Joe Blow, we would like a loan, good by,” nad he walked out, 
that is one thing. 

Mr. Winxterr. Oh, they follow the case up. 

Senator Munpr. If they hang around, suggest evidence, bring in 
new people, call over and over again and t: ake somebody out to lunch, 
I don’t know how Webster would define pressure, interest, but at 
least it shows a continuing manifestation of interest, there is no ques- 
tion about that. 

Mr. oe rr. If you call that pressure, you will have to say it is 
pressure. I don’t call it pressure, sir. 

Senator Munpr. I am more interested in putting in the record 
clearly that the interest of the committee went far beyond that origi- 
nal contract. [am not trying to explore as to what kind of contacts 
they made, what they said. You couldn’t remember if you were 
called upon to tell word for word 2 years ago what happened. There 
are hundreds and hundreds of cases. 

Mr. Witterr. That is right. 

Senator Munpr. Now, I will make just one comment. Are you 
familiar with the loan made to the Livernois Lumber Co., of Detroit, 
Mich. ? 

Mr. Witierr. No, sir: the name is familiar but I am not familiar 
with it. 

Senator Munpr. You don’t recall anything about it? 

Mr. Wituerr. If it was made, it would have to at least go to the 
Board and the Board would have to approve it. but I don’t remember 
that particular case. The name is familiar but I don’t remember it. 

Senator Munpr. Let me ask you another thing about the general 
activities of the RFC Board. Did your field examiners, did you 
loan application agents and the Board members constantly and habit 
ually play hard to get so that when a corporation president wanted 
to see about a loan, he would have to go to some politician in order to 
get contact with you 4 

Mr. Winterr. You can see my office record. My door was always 
open to anybody. I don’t know what the rest of them did, but it 
has always been my policy, Senator, ever since I have been an exam 
iner at the RFC. Of course very few people want to see me, but my 
door was open to anybody at any time, 

Senator Munpr. When Mr. Gordon Hussey, who is president of : 
firm from Los Angeles, Calif., came to Washington and called up your 
secretary, and said, "Tam preside nt of a corporation and I would like 
to talk to Mr. Willett or somebody at RFC about the possibility of 
vetting a loan,” he could have seen anybody ¢ 

Mr. Wituerr. After about 10 times. If they get to be a nuisance, 
I don’t see them after that. Hussey was. 

Senator Munpr. How about the first time / 

Mi. Witnerr. Other than that anybody can see me any time they 
want. j 

Senator Munpr. So that if they went to the Democratic National 
Committee to get a contact with you, it was’either because the fellow 
who went there had the opinion that he had to have a third party 
intercede, or that perhaps somebody in the committee had conveyed 
that opinion to someone else. As far as you fellows were concerned, 
vou were not hard to see and hard to contact; is that right / 
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Mr. Witterr. That is correct, except there is maybe one more rea- 
son; that he thought either the Democratic Committee or his Congress- 
man or Senator or somebody of importance in Washington knew 
where to put him right away. That would be the only other reason 
I could see. 

Senator Munpr. There would have been somebody in your office 
surely who would have told him where to start right away if he came 
down there. He wouldn’t lead him astray and down a lot of blind 
alleys? 

Mr. Witterr. I don’t think anybody ever did it in RFC. 

Senator Munpr. You do not talk to the Board of Directors first. 
You talk to the loan applicants first. You did not see the thing until 
it was shaped up by some examiners ? 

Mr. Wuzerr. That is right. Well, usually. I say that is right. 
Sometimes we saw them first and turned them over to an examiner, 

Se . itor Munpr. I want to make one observation. Like the chair- 
man, I do not think we should conclude at this stage of the game about 
the American Lithofold Co. We have gotten away from them a good 
bit of the time. I don’t want to just let it stand in the record at this 
stage of the game as a conclusion on the part of anybody, however, 
that this was a pure, good loan simply because it was paid back. 

It was paid back, but before we conclude we want to find out whether 
it was paid back because of good, legitimate business operations. We 
want to know whether it was paid back by virtue of the Government 
repaying itself through contracts, some of which were negotiated. 
We want to know whether it was paid back because the American 
Lithofold Co. had a habit of putting Government employees on its 
payroll, some of them as salesmen or procurers. 

We are not, in my opinion at least, passing any judgment on the 
American Lithofold Co. as yet as to the goodness of the loan simply 
because it was paid back. It means very little until we find out with 
whose funds it was paid back and how the business was procured 
that paid it back. 

I am passing no judgment on that whatsoever. From the RF¢ 
standpoint, you got your money: so, the taxpayer did not lose any 
thing on that phase of the transaction. 

Mr. Witterr. Senator, when it was paid back, I don’t know. How 
it was paid back, I don’t know, but in St. Louis Mr. Blauner told me 
that he paid it back. I said “How?” He said, “I borrowed the money 
to pay it back because you were too tough on me,” 

[ mean the RFC was too tough on him. I don’t know what he 
meant by that. 

Senator Munpr. The record shows the money was paid back 
the RFC. 

Senator Hory. My observation in reference to that was in support 
of Mr. Willett’s testimony that he regarded the loan as being solvent. 
and I stated one of the best evidences of the validity of the loan was 
the fact that it was paid back in full—principal and interest. I stand 
by that statement. 

Mr. Witzerr. The financial statement of the company shows that 11 
was solvent. I don’t know what the Senator meant, but IT don’t think 
he meant it was insolvent. 
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Senator Hory. Of course, we are not passing judgment on the loan 
in any respect or on any other part of the case until the case has been 
concluded. 

Mr. Witter. No, sir, but I thought it was only fair to me, having 
voted for the loan from the beginning, to say why I apparently thought 
the loan was all right. 

Senator Hory. Are there any further questions / 

Senator Unperwoop. Isn't this company of a type that dealt prin- 
cipally with articles which Government agencies used ¢ 

Mr. Witierr. As far as I know, Senator, they were printers of 
some kind, lithographers. 

Senator Unperwoop. You do not know the facts about it ? 

Mr. Witterr. I don’t know anything about the company. 

Senator Nixon. In that connection, Mr. Chairman, as I understand 
it, this company deals with forms; and, from my observation, it would 
be probably the Government uses more forms than most private 
agencies. 

Senator Unperwoop. That answers my question. 

Mr. Willett, I am curious about one point. 

Senator Nixon. I would like to ask one question. 

As you recall once the investigation in the American Lithofold 
case began, the President issued a statement that he had conducted 
his own investigation of the facts, and he said, “The facts I have 
obtained indicate Mr. Boyle had nothing to do with the approval of 
these loans by the RFC.” 

My question to you is this: Did anybody from the President’s in- 
vestigating staff contact you about this loan ? 

Mr. Witterr. Yes, sir; during that time, right before the President 
made that statement, Mr. Dawson called me and said, “Did Bill 
Boyle call you, or anybody from the committee call you about this 
loan?” I said from my office record and my best memory, he did not. 
I didn’t know Bill Boyle was connected with the loan: yes, sir. 

Senator Nrxon. Have you had any contacts with other people from 
the President's office, as you recall, while you were with the RFC? 

Mr. Witterr. With Don Dawson. He is a friend of mine: yes, sir. 

Senator Nixon. Anybody else? I noted one, for example. This 
may refresh your memory. 

Mr. Witerr. I have had two, I think, Senator, two other people. 
Of course, I know a lot of them over there, | think. Mr. Steelman 
called me once, and Mr. Connelly called me once or twice. 

Senator Nrxon. In what connection were those calls? Were those 
in connection with RFC loans? 

Mr. Witterr. I think so. I think Mr. Steelman’s call was in con- 
nection with this underground garage in Boston. As a matter of 
fact, I didn’t talk to Mr. Steelman at that time. He called me when 
I was at lunch. 

Senator Nixon. I note that Mr. Connelly’s call was made May 
1950. Do you recall what that was about ? 

Mr. Witterr. Mr. Connelly called me once about a loan, I believe, 
of $5,000 down South someplace, and I have forgotten where that 
was. He also called me once to ask me to see a man from Key West 
who wanted to buy a hotel. The poor fellow didn’t have enough 
money to put in himself and it didn’t even get to be an application. 
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Senator Nixon. You said that you knew Mr. Dan Hanlon, as I] 
recall. 

Mr. Witierr. That is right. 

Senator Nixon. Do you recall in what connection you knew hin: 
that is, what did he represent himself to be at the time you talked to 
him ¢ 

Mr. Witterr. As an attorney; yes sir. 

Senator Nixon. For whom / 

Mr. Witierr. Well, I don’t know. He didn’t say. In business for 
himself, I guess. I have heard later that he was at one time a law 
partner of Bill Boyle’s, but he didn’t tell me that and I didn't get 
that from him. 

Senator Nixon. You did not know it at the time? 

Mr. Wiuierr. I didn’t know it at the time. 

Senator Nrxon. When he contacted you was it in regard to appli- 
cants whom he said he was representing / 

Mr. Witierr. I imagine so, Senator. I do not recall his visit, but 
I think he came in to see me once or twice; I don’t remember, and 
I have seen him once or twice since, but not in the office of REC. 


Senator Nixon. And at that time you had no indication that he 


Was an associate or representing Mr. Boyle ¢ 

Mr. Witterr. I don’t recall, Senator, ever hearing that he was, but | 
may have known then, but [ don’t know; I don’t think so. 

Senator Nixon. You did not assume that he did represent Mr. 
Boyle, at least when the contacts were made for him ? 

Mr. Wixtierr. If I knew the case, I might say, but I don’t recall 
whether I did or not, Senator. I don’t know. 

[ think I heard later that he was at one time Mr. Boyle’s law 
partner, in his office or something, but I don’t recall that now. 

Senator Nixon. When did you hear that? 

Mr. Wutzerr. I don’t know, sir. 

Senator Nrxon, That is all. 

Senator Hory. Some photographers wanted to take pictures. 
They may take them now. 


Senator Nrxon. The reason that I am curious about that is that 


again in this connection with Dan Hanlon and Mr. Boyle, 


you say you did not know that ¢ 

Mr. Witierr. No, sir; I don’t say I didn’t know it. I don’t 
remember just when I heard that Hanlon was from Boyle’s office o1 
was at one time with Boyle’s office. 

Senator Nixon. Did your secretary tell you? 

Mr. Wintietr. No. 

Senator Nixon. Did she know it ? 

Mr. Witierr. She may have known it. Hanlon may have tol 
her. Imay have known it when he came in, Senator. 

Senator Nixon. Well, I note in this notation in your diary, July 
8, 1949: 


Dan Hanlon from Boyle's office in re Harry Sinberg, Florida Hotel application 


Does that refresh your memory / 

Mr. Wittetr. No: not particularly, Senator, but it must be so. 
wouldn't deny that. 

Senator Nixon. It does not refresh your memory ? 


Mr. Wituetr. No, sir. 
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Senator Nixon. It certainly refreshes it to this extent. Mr. Hanlon 
from Mr. Boyle’s office came in re the Florida Hotel application. 
What was that application: do you recall ? 

Mr. Wituerr. I recall the Sinberg application which was declined 
after he came in, apparently because someone else called us about 
that from over here. The loan was subsequently made. 

Senator Nixon. The loan was subsequently made ? 

Mr. Witierr. But not because of Mr. Hanlon’s visit. It was be- 
cause I think we thought it was all right and we reconsidered it be- 
cause—— 

Senator Nrxon. You thought all your loans were all right; didn’t 
you? 

Mr. Wittetr. All the loans we made; yes, sir, but what I wanted to 
say was I remember that loan and I remember where we got the 
call. It happened to be from this building. 

Senator Nrxon. Where did it come from ? 

Mr. Witierr. From this building, and that has been brought out 
before in another hearing, and I did not bring it out, Senator. I 
don’t like to mention Senator’s names or Congressmen’s names at these 
hearings, but we do have a lot of calls. 

Senator McCtetxian. I don’t think there is any objection. 

Mr. Witxerr. There is no objection to it, Senator, but I don’t see 
any reason why we should even put that out in the paper. 

Senator McCLeLiaN. So far as any call I made over there or any- 
one else, I have no objection to its going in the record. 

Senator Nixon. My point is this. This notation that appears in 
your diary does not refresh your recollection. The point you recall 
at that time, Hanlon represented himself to be from Boyle’s office. 

Mr. Wutterr. No; he may have told me. He may have told my 
secretary when he spoke to the secretary. I don’t recall. 

Senator Nixon. You did not know it ~ You learned it later ? 

Mr. Witrert. That is what I would say, but I don’t know Senator. 
I don’t recall his visit about the Sinberg Hotel loan. 

Senator Nixon. In any event, you_know that sometime between 
then and now somebody told you that Hanlon was with Boyle at that 
time. Is that right? 

Mr. Witterr. I know that somebody told me at one time that Han 
lon was at one time Boyle’s partner. That is about all I remember. 

Senator Hory. Thank you very much, Mr. Willett. 

Harvey J. Gunderson. 

Mr. Gunderson, hold up your right hand. Do you solemnly swear 
that the evidence you shall give in this hearing will be the truth, the 
whole truth and nothing but the truth, so help you God? 

Mr. Gunperson. I do, sir. 


TESTIMONY OF HARVEY J. GUNDERSON, FORMER RECONSTRUCTION 
FINANCE CORPORATION DIRECTOR 


Senator Hory. Mr. Gunderson, please give the reporter your name 
and residence. 

Mr. Gunperson. Harvey J. Gunderson, and in the District of Co- 
lumbia I live at 3335 Stuyvesant Place. 

Senator Hory. How long were vou connected with the RFC as a 
director, Mr. Gunderson / 
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Mr. Gunperson. Five years. 

Senator Hory. From what dates? 

Mr. Gunperson. From about October 30, 1945, until October 6, 
1950, 

Mr. Fuanacan. Mr. Gunderson, do you now have any independent 
recollection of the American Lithofold loan that was made by the 
RFC on March 3, 1949? 

Mr. Gunperson. Yes; I have an independent recollection about the 
situation that resulted in that loan. 

Mr. Fuanacan. What was the situation? Would you explain that 
to the committee at this point? 

Mr. Gunperson. Well, at an early time, I think it was the latter 
part of the previous year, this loan was presented to us for our con 
sideration and was declined, and subsequently reconsideration was 
requested and I recall, as far as my own connection with the loan 
was concerned, there were three points that influenced me. 

The first one was that I knew the RFC St. Louis manager for many 
vears, Mr. Charles Alexander. 

Mr. FuanaGan. Will you speak a little louder? 

Mr. Gunperson. I had known Mr. Charles Alexander, the manager 
is St. Louis, for many years, and I had a great deal of confidence 
in his judgment, so at one time in the consideration of the loan T indi 
cated that unless Mr. Alexander could find a basis for recommending 
a loan, I would not vote for it, and that situation continued and 
that was one of the reasons why I did not vote for the loan when it 
was made. 

Also as far as the American Lithofold Co. was concerned, my 
recollection was that a member of the family who lived in Wash 
ington had had substantial withdrawals in the previous years. I 
would say I think they ran over $100,000 a year in the form of com- 
missions, 

I believed that an explanation as to where those commissions had 
gone or Whether the money was still available to be put back into 
the company should be provided, and I don’t believe that we ever re 
ceived an explanation as to where those commissions had gone. 

The other factor in it was the fact that Mr. Blauner owned a car- 
bon-paper company that sold carbon paper to American Lithofold. 
These are multiple forms with the carbon paper in between them, 
and I believed that we should have some explanation as to whether 
the dealings with the carbon paper were at arm’s length. 

I had no information that they were not, but I do not recall hay 
ing a satisfactory explanation of that point. Other than those three 
points, I have no particular recollection about the loan. 

Mr. FranaGan. You may recall from the testimony here or fro 
your own independent reco lections that one of the reasons, one - 


main reasons why American Lithofold came into the RFC me 


1948 and wanted a loan was because of the fact that at that time 
they had large loans from Heller & Co., factors in Chicago, and the 
were paying from 12 to 14 percent interest on those loans. 

Mr. Gunpbrerson. That is right. 

Mr. Fuanacan. Do you recollect that that was one of the ma 
reasons they wanted the loan ? 

Mr. Gunperson. That is right. 
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Mr. Franacan. Did it ever come to your attention that this company 
had been withdrawing large amounts of money, large amounts from 
the corporation in 1947 and 1948 ¢ 

Mr. Gunperson. Well, large commissions had been paid. 

Mr. Firanacan. Well, whatever they were. 

Mr. Gunperson. But that in and of itself does not mean that there is 
anything unusual. The question was raised . mv mind and LI do not 
recall of having it satisfactorily explained, but it is not unusual in 
businesses that are selling to pay Jarge commissions. 

Mr. Franacan. Did it ever occur to you that had this company 
not withdrawn these large commissions to members of the Blauner 
family, that they could have themselves paid off their loan to the 
Heller factors and in that way made it unnecessary to come back 
to the RFC for additional loans ¢ 

Mr. Gunperson. It all depends on how the money was used. ‘That 
was certainly a question that we had about the loan at that time, but 
the fact that the commissions had been paid doesn’t necessarily mean 
they still had the money. I don’t recall that we ever had any ex 
planation as to why they did not still have the money, but I think that 
point was conside red; yes. 

Mr. Franacan. Did Mr, Merl Young ever contact you directly or 
indirectly in connection with this loan ¢ 

Mr. GuNprerson. No, sir. 

Mr. Fuanacan. Did _ Willian Boyle? 

Mr. Gunperson. No, si 

Mr. Fuanacan. Either diecty or indirectly ever contact you ? 

Mr. G@UNbDERSON. NO, s 

Mr. FuanaGan. Did as representative or emplovee of the Demo 


cratic National Committee ever contact you in ated with this 
loan ? 

Mr. GunperSoN. No, sil 

Mr. Fuanacan. Did you know at that time—TI speak now of the 


til 


spring of 1949—that Mr. Boyle was an attorney or was In 
way connected with the American Lithofold C orp. / 

Mr. Gunperson. I think as a matter of general information I knew 
that he was engaged in the practice of law, but I do not recall know- 
ing that he had any connection with American Lithofold Co, 

Mr. Fuanacan. Was there any indication in the spring of 1949 that 
there was any political pressure of any kind being 
RFC representative in connection with this loan ? 

Mr. Gunperson. Not that I know of. 

Mr. FLANAGAN. You know of no political pressure of any kind ? 

Mr. Gunperson. As a matter of fact the only person who ever dis- 
cussed it with me was Mr. Toole. Mr. Toole drop ped it n my oflice | 
think it was January 4 at 11:40 and renewed an acquaintance that 
we had previously had when he was with the RFC, and indicated that 
he was with this company, that they had an application pending in 
the RFC. Other than that I don’t believe I talked to : anybody about 
it outside the staff or the other directors. 

Mr. Fuanacan. Did Mr. James Finnegan ever contact you con- 
cerning this loan / 

Mr. Gunperson. I don’t know Mr. Finnegan and he 
contacted me. 
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Mr. Franacan. Did you know whether or not in 1949 Mr. Finnegan 
had any connection with the American Lithofold C orp. 

Mr. Gunprerson. I never heard of Mr. Finnegan ui the last 
6 months or so when some newspaper information has come out on it. 

Mr. FLanaGan. In connection with any other matters before the 
RFC, _ ave you ever been contacted by representatives of the Demo- 
cratic or Republican National Committees or any other in connection 
with any loan? 

Mr. Gunperson. I think the answer to that is “No.” I have had, 
{ did have.one or two calls from Mr. Turney Gratz at the time he was 
connected with the Democratic National Committee, but I have 
known Mr. Gratz for many years, and at this time I am reasonably 
sure that those calls had nothing to do with the consideration of a loan 
application. 

Mr. FranaGan. Did any representative of the Republican National 
Committee ever contact you in connection with loans? 

Mr. Gunperson. Well, I believe that I talked to Mr. Guy Gabrielson 
about Carthage Hydrocol loan for which he had been an attorney 
before i became a member of the Republican National Committee, 
before I left there. but other than that I can’t recall of ever talking 
to anybody, either the Republican or the Democratic National Com- 
mittees, about any loan at any time. 

Mr. Fuanacan. In the consideration, in the Board’s consideration 
of the two logns, the two last loans that were made to the American 
Lithofold Corp., did any member of the Board or any employee of 
the RFC ever attempt to influence your judgment ‘ 

Mr. Gunperson. Well. I know we talked about it. I don’t know- 

I can recall talking to Mr. Willett. He felt the loans should be made. 

I would sav this: That if Mr. Alexander had found a way to recom 
mend the loan and there was an explanation of two points I had 
mentioned, that I would probably lave voted for the loan. 

Mr. Franacan. Did Mr. Willett seem to be more than ordinarily 
interested in getting this loan approved ? 

Mr. Guxperson. Well, 1 would have to say this: That we all were 
‘nterested more or less in all the loans that went before us, and I think 
all of us used to take an interest in a case where we thought something 
should be done. 

[ have done it myself. I mean I have taken loans and done my very 
best to get the other members of the Board to agree to pass them. 
Sometimes you are successful and sometimes you are not. 

I think Mr. Willett indicated more than an average interest but 
not more than the same amount of interest that he or myself or others 
frequently manifested in applications. 

Mr. Fuanacan. What would cause you or Mr. Willett or any other 
member of the Board of Directors at that time to manifest a special 
interest ? 

Mr. Gunperson. Well, the main reason being that the first respons! 
bility for considering the loans before the RFC, rests with the Board 
of Directors. 

That is a personal re sponsibility, and although we had when L was 
there a large organization with procedures that were created to provide 


assistance for the people who were eligible, many times the people 


who did not receive assistance did not feel they had been f: airly treated 
and they were always free to come in and talk to us, and if under those 





circu 
there 
aggre 
Se 
lana 
you | 
Comyn 
Ih Col 
Gabri 
Mr. 
Sen 
Mr. 
Sen 
receiv 
Wille 
calls \ 
You 
RFC 
Mr. 
Sen 
“Pres 
you ¢ 
Mr. 
as the 
I don’ 
Sen. 
politic 
Mr. 
Sen, 
situati 
far, an 
that a 
Mr. 
Lithof 
negoty 
bers t] 
Lithof 
Mr. 
thougl 
indicat 
find a 
Il re 
called 
basis u 
recon 
Mr. 
this lo 
Mr. ¢ 
seha 
questo 
you thi 
career | 
fi. ( 
With th 











INFLUENCE IN GOVERNMENT PROCUREMENT 461 












circumstances one of us felt that an injustice had been done or that 
there was a basis for making a loan, I would say we would be quite 
uggressive about expressing it. 

Senator Munpr. I would like to ask one question at this point, Mr. 
Flanagan, if ITmay. Did I understand you to say, Mr. ( runderson, that 
you had never received a call from either the Democratic National 
Committee or the Re publican National Committee to try to interest you 
in connection with an RFC loan with the exception of the one Mr. 
Gabrielson made, which was made before—— 

Mr. GUNDERSON. That Was an already exist ing loan. 

Senator Munpr. No calls at all? 

Mr. Gunperson. No calls at all. 

Senator Munpr. Can you indicate some . 
received 226 calls from the Democratic National Committee and Mr 
Willett received well over a hundred calls including the Carraway 
calls which we did not have tabulated, and nobody called you. 

You are an RFC Board member. In fact you had been with the 
REC since 1932 or 1933, had you not, in one capacity or another / 

Mr. Gunperson. That is correct. 

Senator Munpr. Did you put some kind « 
“Pressure merchants stay away 


you 4 
[ think I probably had as many or more calls 
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Mr. Gt NDERSON, We ll, al 
as the others. They just hap pened to come from diffe ‘rent p places. 

I don’t feel that I was shehted in the number of calls received. 

Senator Munpr. But at least you did not get any from either of th 
political committees. 

Mr. GuNpbrErRson. No, si 

Senator Munpr. That to me isa most startling situation. interesting 
situation, anyhow. We have only talked to four Board members so 
far. and they have all been vetting telephone calls but you. I con 
that a tribute to you. 

Mr. FuanaGan. Mr. Gunderson, in connection with the Americar 
Lithofold loan, did you feel that based upon your conversations and 
negotiations and discussions that you hi; " with the other Board mem 
bers that Mr. Willett appeared to be the advocate of the American 
Lithofold Corp. 

Mr. Gunprerson. No; I would not say that. I would say that he 
thought the loans should be made and so expressed himself. In fact I 
indicated a willingness to make the loan if Mr. Alexander 
find a basis of recommending it. 

I remember that very definitely and I believe one of the examiners 
called Mr. Alexander after that and asked him to try and find some 
basis upon which he would recommend the loan, but he never would 
recommend it on any basis. 

Mr. Fuanacan. Did Mr. Willett appear to be more 
this loan than the other members of the Board ¢ 

Mr. Gunperson. I don't have any clear recollection upon that point. 

Senator Munpt, Let me ask vou this in connection with the previous 
question. During the 5 years that you were a Board member, were 
you the only member of the Board who was what you 
career man with the RFC 

fr. GuNpDERSON. Mr. W ‘lett isa career man. Mr. Will 
with the RFC since at least 1934. 
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Senator Munpr. About the same time you came in? 

Mr. Gunperson. That is correct. 

Senator Munpr. Well, then that would not be the basis. I was try- 
ing to find a basis why you were not called by political committees 
and others were. 

Mr. FLuanaGan. Based upon your observations in connection with 
the American Lithofold loan, did you feel that there was anything 
unusual about that loan at the time you were on the Board ¢ 

Mr. Gunperson. No; I don’t believe that I can say that I thought 
~ ‘re Was anything unusual about it. It did not fall in the procedure S. 
but the fact that all of the loans did not follow the procedures of itself 
is not an unusual situation because as far as the directors are con 

cerned, the directors had the authority as well as the responsibility 
of making a loan whether or not it had gone through these procedures. 
However, I don’t think it is usual for a borrower to y be as insistent after 
heing repeatedly turned down as in this case, but at the same time 
there were many other cases where the record would look about like 
this. 

Mr. Fuanacan. I have no further questions. 

Senator McCurtian. Mr. Gunderson, as I understand it the loan 
in Which Mr. Gabrielson was interested and probably discussed with 
you, the loan application was processed and granted by the Board 
before he became chairman of the Republican National Committee. 

Mr. Gunpverson. That is right. 

Senator McCLe.tiaAn. After he became chairman of the Republican 
committee, did he again contact you eens this particular loan 
with regard to increasing the amount of it or modifying the terms 
of it in any way? 

Mr. Gunperson. It is possible that he did. I have no way of check 
ing that, but I believe that I talked to him regarding certain details of 
the loan after he became Chairman and before I left the Board. My 
best recollection is that that is probably so. 

Senator McCietitan. Do you remember any of the details of the 
conversation or can you tell us enough as to what he wanted—what 
modifications or what changes? 

Mr. Gunperson. No, I can’t remember too much about the modifi 
cations and changes, but periodically during the time he handled the 
loan Mr. Gabrielson used to call me and advise me of the status of 
the construction because this is a large plant for the ws ol 
natural gas into gasoline and alkaloids, at Brownsville, Tex., the com 
pletion of it was del ved. 

I think the original completion date was probably 2 years ago, and 
the loan is an ol 1 one. The loan—I don’t know the date it was made 
but I think it was back in 1946 or 1947. 

In fact the original understanding on it was made by Mr. Jesse 
Jones with Mr. Keith back about 1944, but in bringing the plant into 
operat ion there have been diffic ‘ulties. The »¥ have certain rectifiers 
burners that have burned out, and certain parts of the equipment 
that have rotor blades have fallen off, and from time to time they 
would call up and kee ‘pus advised as to the progress, as to when they 
expect to be back on stream, and that was the type of thing I recollect, 
because the loan itself was just about finished. 

I mean I can’t remember any additional advances, for example, on 
the loan after Mr. Gabrielson became chairman of the Republican 
National Committee. There may have been. 
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Senator McCieiLian. In that connection the loan, although granted 
and approved, was not all disbursed at one time; was it 7 

Mr. Gunperson. It was disbursed over a period of years, from about 
1947 until last vear. 

Senator McCLetian. Depending upon the progress made / 

Mr. Gunperson. This is all of record and can be checked, but I 
doubt very much if the RFC has disbursed any money on that loan 
for the last 18 months. 

Senator McCLeL.tan. Since we are inquiring into contacts and in 
fluences in the Democratic committee, since questions have been asked 
regarding the Republican committee, I thought as a matter of fairness 
this should be cleared up. 

Mr. Gunperson. That is right. 

Senator McCiettan. As to whether Mr. Gabrielson did contact 
you after he became chairman and an explanation of why he did, what 
the facts are, so that the record will be perfectly clear and there will be 
no implic ations that are not fully expl: ained. 

Mr. Gunperson. I think that there has been a full and detailed 
explanation of this by everybody concerned before other committees 
of the Senate. 

Mr. FranaGan. Mr. Gunderson, in that regard do vou recall that 
in the spring of 1950 the RFC was disbursing money for the Carthage 
Hydrocol case? That is the case we are talking about now, disbursing 
money under generally these conditions, that the RFC would put in 
a dollar for every dollar that Carthage Hydrocol put in. Wasn't 
that the agreement ? 

Mr. Gunperson. That was the original. 

Mr. Fhanacan. And could you recall that in the spring of 1950 

‘arthage Hydrocol wanted to get approximately a million more dol- 
ae from the RFC and they did not have their own million put up 
and they wanted the loan terms changed so that they could take $1 
million from a subsidiary company rather than go back to their own 
stockholders ¢ 

Mr. Gunperson. No, I recall nothing about that. 

Mr. FuanaGan. Do you recall any changes in the terms of the loan 
or in the terms of the agreement in the spring of 1950? 

Mr. Gunperson. Well, it must have been around the spring n - 0) 
thi it they had to have some extra money to operate on, and I can re- 

nember talking to someone, it may have been Mr. Dawson abate is athe 
vice president of the company or Mr. Gabrielson, and they asked me 
whether I thought—at least one of the conversations was whether I 
thought the Corporation would put up additional money. I told 
them I did not think it would; that they had better get all the money 
from their own stockholders, and I think that is the basis the y have 
been running on since. 

Mr. Fuanacan. You have no recollection of these changes in loan 
terms whereby they were allowed to take money or put money in that 
actually did not come from their stockholders ? 

Mr. Gunperson. I don’t know what vou are talking about. 

Mr. FuanaGan. Came from the Stanolind Co. ? 

Mr. Gunperson. | know the Stanolind Co. is in there, but I have 
no recollection of it coming from Stanolind. 

Mr. FuanaGan. It was Stanolind money that they got, I think the 
record will show. 
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Mr. Gunprrson. As a prepayment or for byproducts or something / Mr. 
Mr. Fuanacan. No, for construction. there 
Senator Nixon. Mr. Chairman, may I make an inquiry at this wante 
int anyon 
Senator Hory. Yes. behalt 
Senator Nixon. Have you checked with Mr. Gunderson’s office / them. 
Mr. Fuanacan. Did you keep an office diary ? Ma 
Mr. Gunverson. I did not. point. 
Mr. FLANAGAN. Ths at was my understanding, you did not. @ very 
Senator Nixon. If you recall, requested an executive session sey betwe 
eral days ago to explore both national committees, because it seem Sen 
to me it is Important. ington 
From the line of questioning that you have initiated at this point, round 
do you have any information indicating that Mr. Gunderson was see Vo! 
contacted in the spring of 1950 ¢ Mr. 
Mr. Fuanacan. I do not know whether or not he was contacted by Sen 
by Mr. Gabrielson. IT understand that representatives of the company, Mr. 
including Mr. Gabrielson, talked to representatives of the RFC in Sen 
April and May of 1950. Mr. 
Senator Nixon. Do you have any witnesses that can testify to that / Sen 
Mr. Fuanacan. Yes: I think so, if you want to go into it. We have COULSE 
only gone into it preliminarily. of cal 
| have no further questions if you do not recollect that matter at Comn 
this time. If there are other questions necessary, we will call you Tha 
back. come 
Senator Nixon. Mr. Gunderson, do you recall the meeting of someb 
Ysth of February, when the first $80,000 loan was rejected and the that d 
one on March 3 when that working-capital loan of $80,000. w: Mr. 
approved ¢ record 
Mr. Gunberson. I remember the first occasion vaguely, because I certall 
think we considered the loan for the larger amount, and when we came | 
decided not to make it. the suggestion was made that they needed Sen 
some money very quickly and would we consider a loan for $85,000, people 
and I believe that all of us said, “Yes, we would.” and on that basis engage 
the report was prepared and it was brought up and there was nothing Mr, 
very unusual about it. Sen: 
We all had agreed to it in advance. As far as the second loan is for th 
concerned, I have no independent recollection whether anything her of 
happened. ington 
Senator Nixon. That is all that you recall about these two dates. | thing | 
February 28 and March 8. You have no other recollection of those Mr. 
instances, of what occurred ? Mr. 
Mr. GunpeErson. No. rectly 
Senator Nixon. That is all. Corp. | 
Senator Hory. Senator McClellan, are vou finished 7 Mr. 
Senator McCLeLian. Yes. Mr. 
Senator Hory. Mr. Gunderson, I believe you stated you were not borroy 
contacted by the member or re presentat ives of the Democ oe itic National associ: 
Committee, but you were contacted by a great many other people with Mr. 
reference to loans? tuities 
Mr. Gunperson. That is right. borroy 
Senator Hory. Was it customary with all of the members of the Mr. 
sone ot Directors th; at they woul | be cont: acted by a large number 
f people with reference to loans? 
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Mr. Gunperson. Yes, indeed. During the entire time when I was 
there all the Directors were available at any time to anybody who 
wanted to come in, and I know of practically no exception to that, and 
anyone, anybody, could call up and make an appointment on their own 
behalf, or many times their field offices would make appointments for 
them. 

Many times you gentlemen on the Hill would call up and make ap 
pointments fora constituent, but I would say for all of us it would be 
® very unusual day when we did not have an average of somewher 
between 5 and 15 people to see in connection with loans. 

Senator Hory. Now, it is a fact that so nahy pe ople come to Was 
ington who are not acquainted with conditions or familiar with sur 
roundings and the »V do not know whether they can approach you and 
see you or not, and get somebody to call you up. 

Mr. Gunprrson. That is right. 

Senator Hory. And see if they can make an engageme! 

Mr. GuNpberson. That is right. 

Senator Hory. And that sort of thing goes on all the 

Mr. GuNpersoN. Yes, everybody does that. 

Senator Hory. That is what I mean, everybody does that. Of 
course, as the evidence discloses here, there is a very unusual number 
of calls made by somebody connected with the Democratic National 
Committee. 

That I assume was due to the fact that a vast number of people would 
come to Washington, contact them and say, “How can I vet to see 
somebody ey And they would eal] up anal make an engagement, Now. 
that did not occur with reference to vou, I believe. 

Mr. Gunperson. I believe this, Mr. Chairman: That if we had a 
record of all the total number of inquiries made at the REC, which 
certainly were in the thousands, the load of the number of people who 
came in to see each Director would be pretty even. 

Senator Hory. The point I was making was the fact that so many 
people do not know that they can just call in themselves and get an 
engagement, 

Mr. Gunprerson. That is right. 

Senator Hory. And the y feel they have to get some ‘body >to cal 
for them and they usually see the Senator or Representative or mem 
her of the national committees or some adie that they know in Was! 
ington and get them to call to make an engagement, and that is the 
thing that happens every day. 

Mr, Flanagan, have you anything further ? 

Mr. Fuanacan. Did you receive any gifts or gratuities either di 
rectly or indirectly from any representative of the American Lithofold 
Corp. ¢ 

Mr. Gunperson. No, sit 

Mr, Franacan. Have you ever received any gifts or gratuities from 
borrowers or would-be-borrowers of the REC since you have bee) 
associated with that organization ? 

Mr. Gunperson. Not that I recall. IT have received gifts and gra 
tuities, but it has usually been from people who at the time were not 
nporrowers, 

Mr, Fuanacan. I have no further questions. 


] 
I 
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Senator Hory. Mr. Flanagan just wanted to refresh your recollec 
tion about something in connection with the Carthage Hydrocol Co. 

Mr. Gunperson. Surely. 

Mr. Fuanacan. I might state for the record here, Senator, in view 
of Senator Nixon’s request, at the request of Senator Nixon several 
weeks ago we have made some preliminary inquiries in connection 
with the Carthage Hydrocol case and Mr. John O. Hoover, and exam- 
iner of the RFC, has been handling the Carthage Hydrocol case as an 
examiner since almost its inception, I think. 

Mr. Gunperson. James Hoover, isn’t it? 

Mr. a ANAGAN. James Hoover. 

Mr. Gunprerson. Well, I would say that there have been two people 
who handled it from its inception. Mr. Ed Willard, who is engineer 
ing examiner—Mr. Hoover has handled the credit side of it, but Mr. 
Willard has handled the engineering side of it, and I think the bulk 
of my contacts as far as when I have talked about Carthage have been 
with Mr. Willard, although I have talked to Mr. Hoover about it at 
times, too. 

Mr. Fuanacan. The loan for the record was actually three loans. 
One was made April 8, 1946, in the amount of $9,000,000, on April 12, 
1948, in the amount of $3,500,000, and on April 25, 1949, in the amount 
of $6,000,000, for a total of $18,500,000. 

In my discussions with Mr. Hoover he advised me substantially as 
follows: That under terms of the loan no RFC funds were to be com 
mitted, were to be expended unless or until Hydrocol would put up 
equal amounts for construction purposes. Do you recall that? 

Mr. Gunprerson. Yes, indeed. 

Mr. Fuanacan. The Hydrocol funds were to be obtained by sub 
scription from the stockholders. Mr. Hoover advised me that some- 
time late in April or early in May of 1950 Mr. Guy Gabrielson came 
to see him at the RFC with regard to and requesting a change in the 
terms of the third loan. 

Apparently at that time there were about $2,000,000 unexpended 
of the third loan fund of $6,000,000, and Hydrocol desired to have the 
terms of the loan amended so that it could get $1,000,000 of RFC 
money to match against $1,000,000 which had been advanced to Hy 
drocol by the Standolin Oil & Gas Co. Do you recall that situation ’ 

Mr. Gunverson. I recall being called about that and I probably 
sent Mr. Gabrielson directly to Mr. Hoover, but I do not recall the 
details, the way he recommended it, and I don’t believe that Mr. 
Hoover recommended it or it was approved. 

Mr. Fuanacan. Under these circumstances they would rather use 
the Stanolind money which was being held—— 

Mr. Gunperson. I don’t remember that Stanolind part of it. 

Mr. Fianacan. It was actually Hydrocol money, but it was more 
or less in escrow, as I understand it, for the purpose of building cer 
tain special equipment that Stanolind wanted in the plant, and that 
rather than call on its stockholders, that is Hydrocol rather than call 
on its stockholders to subscribe this additional $1,000,000, they desire | 
to use the Standolin fund that they were holding for future con 
struction. 

The New York agency office of the RFC which was handling this 
loan had previously dec lined Gabrielson’s request or the request of the 
corporation concerning this amendment. 
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However, Mr. Hoover agreed that this request should be granted 
and so recommended to the Board, and the Board did on May 2, 1950, 
in an executive meeting of the Board, approve this change in the loan 
terms. Do you recall that? 

Mr. Gunperson. No; I don’t recall it, but I am sure that if Mr. 
Hoover told you that, that it is accurate, because he has got the records. 

Mr. FranaGan. Do you recall now what Mr. Gabrielson did come 
in to see you about in the spring of 1950 with regard to the Carthage 
Hydrocol loan terms? 

Mr. Gunperson. I am sure I talked to him in the spring of 1950, 
but I can’t remember talking to him very much about this situation 
you are mentioning. 

Mr. Fianacan. What were you talking about then if it was not 
this situation ¢ 

Mr. Gunperson. The diffteulties of getting the plant on stream. 
That is what we usually talk about. 

Mr. Fuanacan. I also might state for the record here that Mr. 
Gabrielson was appointed chairman of the Republican National Com- 
mittee in August 1949 and he was in to see Mr. Hoover—— 

Mr. Gunperson. I am sure I talked to him about it. 

Mr. Fuanacan. And yourself in 1950, and as I stated before, Sen- 
ator, we have only made preliminary inquiries in this case, and if the 
committee at some later time decides to call Mr. Hoover and the 
others, why, we will look into it further. 

Senator Hory. All right. Thank you very much, Mr. Gunderson. 

The subcommittee will now take a recess until 3 o'clock. 

(Whereupon, at 12:30 p. m., a recess was taken until 3:00 p. 
of the same day.) 


AFTERNOON SESSION 


Senator Hory. The subcommittee will come to order. 

Mr. Young, will you come to the stand ¢ 

Mr. Young, hold up your right hand. 

Do you solemnly swear the testimony you give this subcommittee 
in this hearing shall be the truth. the whole truth and nothing but the 
truth, so help you God? 


Mr. Youns. I do. 


TESTIMONY OF E. MERL YOUNG, FORMER RECONSTRUCTION 
FINANCE CORPORATION EXAMINER 


Senator Horry. Mr. Young, give your name, present address, to the 
reporter. 

Mr. Younc. Mr. Merl Young, 4410 Nichols Avenue SW., Wash- 
ington, D. C. 

Senator Hory. Mr. Young, when were you connected with the RFC? 

Mr. Youne. From November 1945, I think, until July 1948. 

Senator Hory. What was your position 4 

Mr. Youne. Examiner. 

Senator Hory. And you were on duty regularly in that capacity 
during that period / 

Mr. Youne. Yes, sir. 

Senator Hory. What connection have you now or have you had 
heretofore with the Democratic National Committee ¢ 
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Mr. Youne. Only as a volunteer worker during the 1948 campaign, 
helped during the inauguration and during the fall election last year. 

Senator Hory. When did you first begin assisting in the Democratic 
National Committee / 

Mr. Youne. In about August of 1948, or September—some place 
in there. 

Senator Hory. And you stayed during the remainder of that cam 
paign / 

Mr. Younea. Yes, sir. 

Senator Horny. And then through the inauguration ¢ 

Mr. Youna. Yes, sir. 

Senator Hory. And then since that time has there been a cor 
nection? What has been your connection since that time with the 
Democratic National Committee / 

Mr. Youne. None whatsoever, except I helped in the elections la 
fall. 

Senator Hory. In ane 950 election / 

Mr. Youne. Yes, s 

Senator Hory. W hat time did you go into office for the 1950 ele 
tions? F 

Mr. Youne. How much time? 

Senator Hory. What time of the year? 

Mr. Youne. It was in September, I think, of 1950. 

Senator Hory. And stayed there until after the elections? 

Mr. Youne. I didn’t stay—I went out on the road and spent most 
of the time out traveling. There was very little time I spent at 
headquarters. 

Senator Horry. You were travelling for the committee ? 

Mr. Younca. Yes, sir. 

Senator Hory. In connection with their work ? 

Mr. Youne. Yes, sir. 

Senator Hory. After the elections were over in 1950, what ha 
been your connect ion with the committee since that time ? 

Mr. Youna. None whatsoever. 

Senator Hory. During the time you were in the committee in 1948, 
in the 1948 campaign, you say that was voluntary? Did you have any 
particular designation of title? 

Mr. Youne. No, sir, none whatsoever. 

Senator Hory. You dealt with things around the office and in the 
campaign ¢ 

Mr. Youne. Anything that had to be done that I could do, I wa: 
available to do it. 

Senator Hory. What was the general type of work you did? 

Mr. YounG I he ‘Iped sel up the trips th: it the P reside nt took durin G 
the c ampaign mostly. 

Senator Hory. Since vou left the RFC what has been your em 
ployme nt é 


Mr. Youna. I was employed by Lustron Corp. until November, 749. 


Senator Hory. From what time? 

Mr. Youne. July 15, 1948, when T left 

Senator Hory. July 15, 19484 

Mr. Youne. Yes, sir. until November 1, 1949. 

Senator Hory. Since November 1, 1949, how have you been em- 
ployed ? 
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Mr. Younes. I w: is employed by the Jacobs Co. until April of this 
year and since then I haven't been employed. 

Senator Hory. Mr. Young, there is testimony in here that you have 
made a great many calls to Mr. Dunham and to Mr. W illett and to 
other members of the RFC, other directors, what was the purpose of 
your calls and in what capacity did you make them / 

Mr. Youna. I think most of the calls that I made to Mr. Dunham 
were in regard to the Lustron Corp. When he came here as a director, 
he more or less took charge of that loan. At that time I was with 
Lustron and almost once a week I called Mr. Dunham and reported 
on the status. He wanted to know everything that went on in 
Columbus and I kept him well informed as to what was going on. 

Other calls that I made outside of that were more or less in a 
friendly nature. I would call him up, talk to him, “Ifow are you,” 
and that was about the extent of it. I might have made a couple 
of calls from the committee to Mr. Dunham, but most of it was just 
in connection with Lustron or strictly a personal friendly call. 

Senator Hory. Such calls as you made to Mr. Dunham that related 
to the committee, what was the nature and character of those calls? 

Mr. Young. I do not remember, Senator, any calls just offhand. 
Do you have the calls there where it relates to anything? I will try 
to explain it to you. Offhand, I do not remember any specific calls 
to Mr. Dunham from the committee. 

Senator Hory. It is also in evidence that you made a number of 
ealls to Mr. Willett. When you were ealling Mr. Willett about loans 
or making inquiries about it. were you doing that at the instance of 
the committee and in what capacity ¢ 

Mr. Youne. If Lever called from the committee, yes, sir. I imagine 
I called Mr. Willett from the committee three or four times. The rest 
of the calls were personal. Mr. Willett was a friend of mine and I 
would not, say, see him for a week or two and call him and just talk 
about personal things. 

Senator Hory. Do you recall the different loans that you inquired 
about from Mr. Wilett or Mr. Dunham ? 

Mr. Youne. No, sir: I really do not. 

Senator Hory. It is in evidence here that you called Mr. Kraft who 
is in the St. Louis REC office in regard to the loan of American Litho- 
fold Co. and that you made some statement with reference to the 
committee being interested in that loan. I wish you would give us 
your version of that. 

Mr. Younc. I have tried, Senator, sincerely tried, to recall that 
call, and I just have no memory of it whatsoever. I do not ever re- 
member hearing the name of this company until I read it in the 
paper when this came out in the paper a couple of months ago. I 
cannot recall ever making the call. I have no recollection whatsoever 
of making the call at that time, and I have tried hard. I talked to 
Mr. Flanagan when he first called me. I came right over. It was a 
surprise tome. I didn’t know anything about the company. 

Senator Hory. Go ahead, Mr. Flanagan, with your examination. 

Mr. Fuanacan. Mr. Young, in the fall of 1948, were you.a volun 
tary worker with the Democratic National Committee prior to the 
elections, from prior to the elections to and through the inauguration 
period 4 
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Mr. Youne. Yes, sir. 

Mr. Fuanacan. That would probably be October, November, De 
cember, and part of January 1949? 

Mr. Younc. Part of January. I spent as much time as I could 
devote over there. The rest of the time I was working with Lustron. 
and IT had that job to take care of, too. I wasn’t there every day. | 
worked as much at the committee as I could spare. 

Mr. Fuanacan. I assume you have heard the testimony, and I know 
you have discussed it with me personally—this tele phone ¢ ‘all alleged|y 
made by you to Mr. Kraft in St. Louis. It appears in this memo 
randum of December 29, which is marked “Exhibit 2° in our record. 
You state that you have no recollection at this time of having made 
such a eal] / 

Mr. Young. Absolutely none whatsoever. 

Mr. Fianacan. Had you any previous acquaintance with Mr. 
Kraft ? 

Mr. Young. I met Mr. Kraft, I think, a couple of times, once whe: 
the chairman of the Board of Directors of RFC sent me out to St 
Louis right after a tornado that they had just across the river 
Illinois. I do not recall the year. It might have been 1947. Usually 
RFC at the time of a disaster like that always stepped in for disaster 
loans and they sent me out to make a survey of the damage in that 
area and I met Mr. Kraft once then and on another occasion when | 
was going to Kansas City, Mr. Goodloe had sent me to Kansas City 
and I stopped in the office for a few minutes. That was the only time 
I ever saw him or talked to him, to my knowledge. 

Mr. Fianacan. Do you think it might have been possible for y 
to have made this call and forgotten about it ? 

Mr. You no. As I told you before, Mr. Fl: anagan, I woul In't deny 
making the call because it is possible I could have made it, but I _ ave 
uo recollection whatsoever of making it. and I just wonder if is 
possible that Mr. Walter Young could have made the call, Mr. Hise’ 
assistant. 

Mr. Franacan. Mr. Walter Young at that time was Mr. Hise’s 
assistant ? 

Mr. Youna. Yes, he was in RFC. 

Mr. Fuanacan. Did he have any connection with the Democrati 
National Committee ? 

Mr. Younc. None whatever. 

Mr. FuanaGcan. You at that time were connected with the Demo- 
cratic National Committee as a volunteer worker ? 

Mr. Youne. Yes: I was. I do not know the exact period of days | 
was there, but I was there all the time I could spare. 

Senator Nixon. You have read the testimony that has been given 
in regard to this eall ? 

Mr. Youne. No, sir: I haven't. 

Senator Nrxon. Did you read in the papers about the office memo 
randum that was made at the time? 

Mr. Youne. Yes, sir: I understand there was an office memoran 
dum. 

Senator Nrxon. And you noted, I assume, that that office memo 
randum pointed out that the Mr. Young who called said he was calling 
for the committee / 
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Mr. Youne. Yes, sir: I understand that. 

Senator Nixon. Would that fit in with your version \ of the story 
that possibly the person calling was Mr. Walter Young 

Mr. Youna. No. 

Senator Nixon. What committee did Mr. Walter Young re prese nt ? 
If Mr. Walter Young had been calling, he would say he had been 
calling for RFC, for Mr. Hise. 

Mr. Youne. My understanding of the memorandum was that the 
committee was interested. 

Senator Nixon. Do you think Mr. Walter Young, who was an 
employee of the RFC, working for Mr. Hise, would have called to 
St. Louis: is that your version ? 

Mr. Youna. No. 

Senator Nixon. Wasn't it you who made the call yourself? 

Mr. Youna. No, sir. I do not have a recollection of that call. 

Senator Nixon. You know Mr. Walter Young did not make that 
call because he did not work for a committee. 

Mr. Younc. Not that I know of. 

Senator Nixon. It wouldn't fit in with the memorandum at all. 

Mr. Youne. The memorandum, as I understand it. said the com- 
mitee was interested. I do not know that it said the committee was 
calling. 

Senator Nrxon. You mean, then, that Mr. Walter Young would 
say the committee was interested ? 

Mr. Youna. I do not know what he would say. I do not want to 
suppose he would say anything. 

Senator Nixon. Go ahead, Mr, Flanagan. 

Mr. Fuanacan. If vou had made this call, I] assume—or am I right 
in assuming—that you would have made it on behalf of the Demo- 
cratic National Committee ? 

Mr. Youna. If I had made the call, I imagine so, but I cannot think 
of anyone calling to St. Louis to get information like they said was 
requested in that call. 

Mr. Franacan. In December 1948, do you have any recollection of 
making appointments for other persons while you were at the na- 
tional committee ? 

Mr. Youne. None that I could think of: no, sir. 

Mr. FLranacan. What were your specific duties in December 19487 

Mr. Youne. I was working strictly on the inauguration to help 
get things set up for the inauguration. 

Mr. FLanaGan. I notice in this memorandum that Mr. Kraft iden- 
tifies you as an examiner in the Air Lines Division, a former examiner 
in the Air Lines Division of the Corporation. Wouldn't that indicate 
to you that he had a pretty good idea of whom he was talking to? 

Mr. Youna. Yes, sir. 

Mr. FuanaGan. As I recollect his testimony, Mr. Kraft stated he 
knew you personally and thought he recognized your voice. 

Mr. Youne. I had seen Mr, Kraft, as I testified. I think on two 
previous occasions. 

Mr. Fuanacan. Are you acquainted with Mr. Cecil Green? 

Mr. Youne. I know him when I see him. I am not 
quaintance of his. 

Senator Nixon. You said you have seen Mr. Kraft on two pre- 
vious occasions 4 


a close ae 
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Mr. Youna. As far as I know, twice in St. Louis. 

Senator Nixon. That was all? 

Mr. Youne. That is all I can recollect. 

Senator Nixon. Do you remember that absolutely ? 

Mr. Youna. I know at least twice. 

Senator Nixon. But you do have difficulty recalling how many 
times you called Mr. Dunham ? 

Mr. Young. No. Thad no difficulty in recalling. 

Senator Nixon. You don’t? 

Mr. Youna. No, sir. I stated that I called Mr. Dunham on Lus 
tron business and the others were friendly personal calis. I am not 
denying I ever called Mr. Dunham; no, sir. 

Senator Nixon. Go ahead. 

Mr. Franacan. How long have you known Mr. Cecil Green ? 

Mr. Youne. Oh, I do not recall the exact date. His daughter 
worked with my wife and I met him in the office once and I would see 
him and say, “Hello,” and that would be the extent of it. I have 
never been out with him socially, never been to his home, never had 
lunch with him, never been any place with him that I ever knew of. 

Mr. Fuanacan. Did you know him in December 1949 ? 

Mr. Youne. In December 1949? 

Mr. FuanaGan. December 1949. 

Mr. Youna. Yes. sir: I think I did. 

Mr. Fuanacan. Do you recall seeing him in the headquarters of the 
Democratic National Committee ? 

Mr. Youne. I used to see Mr. Green once in a while over there when 
I was there. He would walk down the hall where I was working. 
Whom he came to see and what his business was I never knew. 

Mr. FLuaAnaGcan. You saw him at the committee, but didn’t know 
what he was doing there ? 

Mr. Youne. I never had an idea. 

Mr. Fianacan. Did you see him frequently or infrequently ? 

Mr. Youna. I wouldn’t know how many times I saw him, maybe 
four or five times over there. 

Mr. Fuanacan. Are you now talking about the fall of 1948? 

Mr. Youns. In the time I worked for the committee. 

Mr. Franacan. That would be in the fall of 1948? 

Mr. Youne. And the summer of last year. 

Mr. Franacan. Could it be possible that Mr. Green might have 
mentioned in the fall of 1948 he was interested in the status of that 
loan to vou? 

Mr. Younea. It could be possible, but I don’t think it is probable. 
I do not think T knew Cecil Green well enough for him to come to 
me and ask me about that. 

Mr. Fuanacan. In the fall of 1948 did you know whether Cecil 
Green was connected with the American Lithofold Co. ? 

Mr. Younc. Well, the first I knew he was working for them was 
when I read it in the papers here about'a month or two ago. T had no 
lea where he worked at all. 

Mr. Fuanacan. How long have you known or do you know Mr. 
James Finnegan ? 

Mr. Younc. Well, IT have known Mr. Finnegan since about 1948 
or 1949 and just at a distance. IT mean not very friendly until last 
summer. I got to know Mr. Finnegan fairly well at that time. 
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Mr. FuanaGan. That would be the summer of 19504 

Mr. Youna, 1950. 

Mr. FuanaGan. Under what circumstances did you get to know 
Mr. Finnegan at that time? 

Mr. Youne. That was when I was working on the campaign and 
I talked to him out there several times. 

Mr. FianaGan. When did you first know that Mr. Finnegan had 
any connection with the American Lithofold Corp. 

Mr. Younce. When I read it in the paper. 

Mr. Fuanacan. Did Mr. William Boyle ever speak to you about 
the American Lithofold Corp. ¢ 

Mr. Youne. Never. 

Mr. FuanaGan. When did you find out that Mr. Boyle had at one 
time been an attorney for that corporation 4 

Mr. Youne. When I read it in the papers a month or so ago. 

Mr. FuanaGan. Are.you acquainted with Mr. Max Siskind? 

Mr. Youne. Lam. I know him. 

Mr. Furanacan. How long have you known him ?¢ 

Mr. Young. A year, 2 years. 

Mr. Fuanacan. Did you know Mr. Siskind in December 1948? 

Mr. Young. I think I did; yes, sir. 

Mr. Fuanacan. As a matter of fact, you did know him in December 
1948 ¢ 

Mr. Younes. I think I did. That is what I said. 

Mr. Fuanacan. Was he in and around the Democratic National 
Committee headquarters in December or the fall of 1948? 

Mr. Youne. I do not believe he was there very much that I can re 
call. He wasn’t there very often in that period of time. 

Mr. Fuanacan. When did it come to your attention that he was 
associated in any way with the American Lithofold Corp. ¢ 

Mr. Young. When I read it in the paper. 

Mr. Fuanacan. Did you ever meet Mr. R. J. Blauner? 

Mr. Youna. Yes, sir; I think I did, maybe a year or a year and a 
half ago. 

Mr. FianaGan. That would be sometime in the summer or spring 
of 1950 7 

Mr. Youne. Yes, sir. 

Mr. Franacan. Under what circumstances did you meet Mr. 
Blauner / 

Mr. Youna. I do not recall whether I was going to the Ring Build- 
ing garage to get my car or whether I had left it there and was going to 
the office. I was either coming in or going out of the garage when 
[ ran into Mr. Blauner. Mr. Green and Mr. Blauner were together. 
Mr. Green introduced me to him. I said, “How are you,” and went 
ahead. I did not know him. I would not know Mr. Blauner if I saw 
him now. I have not seen him since then. 

Mr. Franacan. In the Ring Building? 

Mr. Young. Whether I was going to get my car or had left it in the 
morning. 

Senator Nrxon. There would be no reason for you to receive a gift 
from Mr. Blauner? 

Mr. Youna. No, sir. 

Mr. Firanacan. Did you meet Robert A. Blauner, Mr. Blauner’s 
son ¢ 
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Mr. Youna. Yes, sir. 

Mr. Franacan. Will you relate the circumstances under which you 
met young Blauner? 

Mr. Youn. It must have been a year ago. 

Mr. Franacan. In the summer of 1950? 

Mr. Young. Yes, sometime during the summer. My wife and I were 
to stop by Mr. Finnegan’s room one evening to talk to him. We were 
getting ready to-go and he had a phone call. He asked us to go with 
him to another room. There was a man there from St. Louis. I can 
not recall his name now. He is either head of the City Ice Co. in St. 
Louis or in Chicago. I do not know. It is one of the two places. We 
were in his room. There was a crowd of people there. There must 
have been 10 or 12. We sat around and talked there for a while. He 
said he had arranged for all of us to go across the street to the Colony 
Restaurant and we went over there and ate and Mr. Blauner’s son 

came in late that night. Oh, we had already started ordering when he 
camein. He sat at the other end of the table. That was the night I met 
him and I have never seen him since. 

Mr. Fianacan. Did you ever have any discussion with him about 
the American Lithofold Co. ? 

Mr. Youna. No: I did not know what he was with. 

Mr. Fuanacan. You didn’t know at that time what he was with? 

Mr. Younc. No. 

Mr. FLANAGAN. Have you ever received, directly or indirectly, any 
fee, commission, payment of any kind from the American Lithofold 
Corp. or anyone connected with it? 

Mr. Youne. No, sir. 

Mr. FranaGan. Have you ever received any gift or gratuity of any 
kind from the American Lithofold Co. or anyone connected with it? 

Mr. Youne. No, sir, not that I know of. 

Mr. Frianacan. Is there a chance you did and yon cannot now 
recollect it? Y pe seem to have some doubt. 

Mr. Youna. I do not think so: no, sir. I think if I had received a 
gift from them, I would have known it. 1 do not recall any gift. 

Mr. Franagan. Going back to this telephone call to “Mr. Kraft, 
if you had made that call, would you have made some record of that 
eall in the Democratic National Committee ? 

Mr. Youna. I possibly would have; yes, sir. 

Mr. Firanacan. Was that your standard practice when calls are 
made for an appointment for someone at the national committee, you 
would make a memorandum or notation ? 

Mr. Youne. During the campaign and during the inauguration 
usually, when I talked to anyone on the phone, I would turn right 
around and dictate a little memorandum to a girl there in the office, 
so I would remember what I had talked about in the conversation, 
because we were getting two and three hundred telephone calls a 
day at that time and it was hard to remember every phone call. 

Mr. Franacan. What did you do with those memoranda when 
you finished with them ? 

Mr. Younae. We filed them by States and used them during the 


eampaign and the inauguration. Whatever happend to them after 


that, I do not know. They weren’t my property. They belong 
to the committee. What they did with them, they might have de- 
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stroyed them since. They might have been stored. I do not know. 

Mr. Fuanacan. Did you ever contact any official of the RFC in 
connection with any matter pending before the RFC other than in 
your capacity as a representative of the Democratic National Com- 
mittee ¢ 

Mr. Youne. And Lustron. 

Mr. FLuanaGan. Or the Lustron Corp. 

Mr. Youne. Not that I know of, no, sir. 

Mr. Fuanacan. In Mr. Willard’s diary, I find a call on March 31 
1949. It says: “Phoned M. Young re above.” And the above is a 
notation of February 25, 1949, which states as follows: “Jean Carney 
in Boyle’s office phoned re application of Waldes Koh-I-Noor Co. of 
New York ( ‘ity. C. B. Lewis is the examiner. 

Do you now have any recollection of having received a call from 
Mr. Willard concerning the Koh-I-Noor Co. 

Mr. Youne. I never heard of the company. He might have called 
to give me the information to give Mr. Boyle. I do not remember 
ever hearing of that company. 

Mr. Fuanacan. This was March 31, 1949. At that time were you 
associated as a volunteer or in any other capacity with the Democratic 
National Committee ? 

Mr. Youne. Once ina while, if they get rushed, I would help them, 
but not as I did during the campaign. 

Mr. Fuanacan. Am I to gather that you were in and out of there 
between campaigns and inaugurals? 

Mr. Youne. Once in a while, very seldom. 

Mr. Fianacan. I find a notation in June 1949, June 16, 1949: 
“Phoned Merl Young re above.” And the only notation—and I do 
not know whether or not it is in connection with this—is: “Messrs. 
Young and Merriam in office re Buffalo Weaving & Belting Co.” 

Do you recall that case / 

Mr. Youna. No. 

Mr. FuanaGan. Do you recall going to the office of Mr. Willard at 
the RFC concerning Buffalo Weaving & Belting Co. ? 

Mr. Young. No, That must have been my brother. 

Mr. Fuanacan. Your brother Herschel Young represented Buffalo 
Weaving & Belting Co., did he not / 

Mr. Youne. I couldn’t tell you that. He might have. I know he 
worked for Mr. Merriam. What the company was, I do not know. 

Mr. Fuanacan. If it was the Buffalo Weaving & Belting, then your 
brother Herschel would have represented Buffalo Weaving & Belting / 

Mr. Youn’. If it says he did, he did. I do not know the name of the 
company. I knew he did work for Mr. Merriam. 

Mr. Franacan. Why would Mr. Willard call you on June 16, 1949, 
concerning that case? 

Mr. Youne. Unless he wanted me to pass the information on to my 
brother. 

Mr. Franacan. Didn't he know how to get in touch with your 
brother? 

Mr. Youne. I do not know. 

Mr. Fuanacan. Here is an entry of September 16, 1949: “Burt 
Crane sent by Turney Gatz in re Sauganash property in Chicago.” 
That is the entry of September 16. On “October 4 it states: “Advised 
M. Young and Dunham of above.” 
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Mr. Younc. I do not even remember that. It might be he called 
and asked me to pass the information on to them. I do not know. 
I never heard of the name of the company before. 

Mr. Fuanacan. Here is an entry on February 3, 1950: “Merl Young 
phoned re Bridgeways Truck Line, Detroit. Consulted with Sea 
bury.” 

Mr. Youne. I remember that. Mr. Wyndham in Detroit called me 
and asked me if I could find out from Mr. Seabury or someone ove! 
there the status of that operation. 

Mr. Fuanacan. Did Mr. Wyndham call you as a friend or as ; 
representative of the Democratic National Committee ? 

Mr. Youne. He called me as a friend and asked me to find out. 

Mr. Franacan. You later consulted with Mr. Seabury 4 

Mr. Youne. I don’t know. He can answer that very easily. 

Mr. Franacan. Who is Mr. Seabury ¢ 

Mr. Youne. We were examiners together in the Airlines Transpo: 
tation Division. Whether I called him, I do not know. I had noth 
ing more to do with that. I merely sought the information from M: 
Wyndham and that is as far as I know about that Bridgeways. 

Mr. Fuanacan. Did you ever contact any Government agencies 
other than the RFC in connection with any pending matters or busi 
ness other than when you were a voluntary worker at the Democrati: 
National Committee ¢ 

Mr. Youne. Or with Lustron, Jacobs. 

Mr. Firanacan. Lustron or Jacobs ¢ 

Mr. Youne. Not that I know of. 

Mr. Franacan. Did you ever have any business interests or othe! 
interest in the Dollar Steamship case / 

Mr. Younec. No, sir. 

Mr. Fuanacan. Do you know Stanley Dollar? 

Mr. Youne. I know Mr. Dollar; yes, sir. 

Mr. Fuanacan. Have vou ever had anv transactions with Mr 
Dollar? 

Mr. Younc. None whatsoever. 

Mr. Franacan. Did you ever contact Mr. Dollar? 

Mr. Young. I talked with him when he came into town, Other 
than that, I had nothing to do with him. 

Mr. FuanaGan. Were your conferences with Mr. Dollar in connec 
tion with matters pending before the Democratic National Commit 
tee or personal matters? 

ae tian. At one time Mr. Dollar came to me about some matter: 
of the Democratic committee, when he was going to a dinner her 
The rest of the time it was just strictly personal. 

Mr. FranaGan. Had they anaything to do with any Government 
problem ¢ 

Mr. Youna. No, sir. I had nothing to do with his Government 
problems whatsoever. 

Mr. Fuanacan. Did you ever call Mr. Dollar in San Francisco 
concerning any matters ¢ 

Mr. Youneé. I might have. I do not know. I might have called 
him before I went out there last fall and talked to him and told him 
I was coming out. 

Mr. Franacan. What was your association with Dollar if it wasn’ 
business ? 
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Mr. Youne. Just a friendly association. 

Mr. Franacan. You just happened to know him? 

Mr. Youna. Yes, sir. 

Mr. Franacan. It had no connection with any case / 

Mr. Youne. It had noconnection with any case. I met him through 
another friend. 

Senator Nrxon. Did you see him when you went to San Francisco / 

Mr. Youne. No: I didn't. 

Senator NIXON. When you called him, what happened ? 

Mr. Young. He was out of the city. 

Senator Nixon. You did eall him 4 

Mr. Youna. I recall calling him before I went or after I went out 
there. 

Senator Nixon. You definitely recall calling him / 

Mr. Youne. I recall calling him. 

Senator Nixon. Did you talk to him ¢ 

Mr. Younes. I do not recall whether I did or not. 

Senator Nixon, Did you complete the call? 

Mr. Youn. That I couldn't tell you. IT do know that he was not in 
San Francisco when I was there. 

Senator Nixon. The purpose of the call / 

Mr. Youne. Was just to tell him IT was coming out. 

Senator Nixon. When have you met him socially other than the 
times you have mentioned ¢ 

Mr. Youna. I used to see Mr. Dollar real often here in town. When 
I went to luneh. I would see him and talk to him, and I met him at a 
Democratic dinner one might. 

Senator Nixon. You were jus st social friends / 

Mr. Young. That is all, nothing else. 

senator Mt NDT. Do | understand you reme mnber pp vba ne the eal 
to Mr. Dollar: is that right ? 

Mr. Youne. Yes, sir. I am sure. 

Senator Munpr. But you cannot remember whether the call went 
through ¢ 

Mr. Youne. I cannot recall whether it went through. 

Senator Munpr. What transpired between the time vou placed 
the call and the time you completed the call so that you cannot re- 
member whether you did complete the call. I can't understand that. 

Mr. YOounsc. Lots of times you do not vet the person right away. 

Senator Munopr. I understand that. I am curious why you re- 
member placing the call and do not remember completing it. 

Mr. Youne. I remember placing the call because I wanted to tell 
him I was coming out. Whether I completed the call I do not know. 

Senator Munpr. You should remember if that is the reason 1 that you 
talked to him: you should remember whether you talked to him, and 
he said he would be there or not. 

Mr. Youne. I think I called him, Senator, after I got there and he 
wasn t there. 

Senator Nixon. Had you ever called him lone distance across the 
country before ¢ 

Mr. Young. I do not think so. 

Senator Nrxon. Since? 

Mr. Youne. No. 
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Senator Nixon. This was the only occasion ? 

Mr. Youna. So far as I know. 

Senator Nixon. You do not recall whether you talked to him / 

Mr. Youne. No: I do not. 

Mr. Fuanacan. When did you go to California / 

Mr. Youne. In about October 192 0, 

Mr. FLaAnaGan. October of last year ¢ 

Mr. Youne. Yes. 

Mr. FLtAnaGan. Do you remember making a call to Mr. Dollar i 
December 1949? 

Mr. Youne. December 1949 7 

Mr. FLANAGAN. Yes. 

Mr. Younc. No: I don’t. 

Mr. FtanaGan. Do you recall making a call to Mr. Dollar in January 
1950 ¢ 

Mr. Younc. No: I do not recall that. 

Mr. FLanaGan. Would there be anybody at your home that would 
be calling Mr. Dollar in San Francisco? 

Mr. Youne. It could have been. It might have been this friend of 
his that was in here and tried to call him while he was here. 

Mr. FuanaGan. Do you remember this friend of yours ever having 
used your phone for 11 minutes for a transcontinental call 4 

Mr. Youne. He used my phone a lot while he was here. I know 
he used my phone a lot. 

Mr. FranaGan. You are talking about your home phone / 

Mr. Youne. Yes, sir. He used my home phone real often whe 
he was here. You can take the long-distance call when he was 
town, why, he called a lot. 

Senator Nixon. Did you ever bill him for these calls? 

Mr. Younc. No: I did not. 

Senator Nixon. Even when they were $25 / 

Mr. Youne. No, sir. 

Senator Nixon. The te lephone bill didn’t bother you ¢ 

Mr. Youne. They bothered me, but I didn’t bill him. 

Mr. Fianacan. Have you ever given any gift or gratuity of any 
kind to any official or employee of the RFC ¢ 

Mr. Young. Nothing other than exchanged small Christmas gifts 

Mr. Fuanacan. You say small gifts. What do you consider smal! 
gifts’ What amounts? $5! $107 

Mr. Youne. $5 or $10. 

Mr. FLuanacan. You have never given any other gift or gratuit) 
of any kind to any employee of the REC or official / 

Mr. Younc. No, sir: none that I know of. 

Senator Hory. Senator McClellan. 


Senator McCieitian. As I understand your testimony up to now. 
all of the contacts that you had with the directors were either with 


regard to the Lustron Corp., Jacobs, or Just social contacts. 


Mr. Youne. I say I might have made a few calls when I was over 


at the committee, but there weren't too many. 


Senator McCiettan. Were you interested in any loan that was 
being considered by the Corporation while you were in the committee / 


Mr. Youne. None that I know of: no, sir. 
Senator McCietLtan. Would you say you were interested and now 
do not know it? 
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Mr. Younes. I would think I would know it if I were interested in 
a loan that was over there. 

Senator McCLetian. I would think so too. 

Mr. Young, on November 29, Mr. Willett’s office record shows that 
you phoned him regarding Batton Trailer Corp. or Monroe Auto 
Parts Co. 

Mr. Youne. Yes.sir. That was in regard to Lustron. Mr. Strand- 
lund was trying to get a contract signed with a company to haul the 
houses away from Columbus, and he didn’t want to get himself tied 
just to one company to haul them away and this company had come 
to him and made him a proposition to take part of the hauling of the 
houses, and they told him that they were going to get an RFC loan 
and they could do it. He called me and asked me if I could find out. 
He didn’t want to go too far in negotiations with this company if they 
couldn't get one and he didn’t want to tie himself to one company if 
they did. He asked me to find out. In that way it would be a help 
to them. 

Senator McCietitan. That was the time the Lustron Co. was con- 
sidering transporting its houses by truck ¢ 

Mr. Youna. Yes, sir. 

Senator McCietian. So that call actually was related, either di 
rectly or indirectly, to the Lustron business. 

Mr. Youne. Yes, sir, it was. 

Senator McC.Leiuan. I see another one here on the following 
November 30: “Phoned Mr. Willett regarding Dan Nee.” 

Mr. Youne. That was in relation to the Democratic National Com- 
mittee. Mr. Nee had come in to the committee and asked me to make 
an appointment for him. 

Senator McCietnan. You made an appointment for him / 

Mr. Youna. Yes,sir. What he talked about, I do not know. 

Senator McCietitan. On the 6th of December, then, the records 
show that you telephoned Mr. Willett’s office regarding the applica- 
tion of Farnsworth. 

Mr. Youne. I wouldn't know. 

Senator McCLeLttan. Who is Farnsworth ? 

Mr. Youne. I wouldn't know what that could be unless some- 
one had come into the committee and asked me to get information. 
I couldn't tell you that. I do not know what Farnsworth is. 

Senator McCietitan. Do you have any recollection about it at 
all ¢ 

Mr. Youna. No, sir. 

Senator McCLetitan. Do you have any interest in it ? 

Mr. Youne. None, whatsoever. 

Senator McCrettan. The next entry shows that on the Sth of 
December you phoned regarding Forest Products & Equipment Co. 
at Knoxville, Tenn. 

Mr. Youne. Forest Products & Equipment Co. ? 

Senator McCietxan. Yes. 

Mr. Younc. I do not recall the name of the company, but it is 
possible that that is the same thing. I could have called from the 
committee when someone came in from that part of the country and 
asked us to get some information for them. I had no interest in the 
company. I donot even know the name of the company. 
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Senator McCrietian. You have no recollection whatsoever ? 

Mr. YounG. No, sir. 

Senator McCiettan. On the same day it appears that you had 
lunch with Mr. Willett. Do you recall that? 

Mr. Youne. I lunched with Mr. Willett very often. I do not re- 
eall. 

Senator McCretian. Lunching with him that day had no signi 
ficance as being related to this particular loan or application ? 

Mr. Youne. No, sir, absolutely not. 

Senator McCietian. On the 14th it is noted that you called. I 
think this is a personal call. You were in his office regarding War 
ren MeArthur. Do you know Warren McArthur? 

Mr. Youne. Warren McArthur? I do not know the people in- 
volved, but I do remember that, while I was in RFC, while I was still 
examiner in RFC, I had something to do with it, but I do not know 
anyone in the company. 

Senator McCietian. It seems that a Mr. Dougherty and Mr. 
Hendrick accompanied you. 

Mr. Young. Mr. who? 

Senator McCiettan. Mr. Dougherty and Mr. Hendrick. 

Mr. Youne. No; I do not know who the people are. 

Mr. FranaGan. Wouldn’t Dougherty be the chief counsel of the 
RFC? 

Mr. Younes. It might have been. 

Mr. Fraxnacan. Wouldn't Mr. Hendrick be the examiner of the 
RFC? Do you know him? 

Mr. Youna. Yes. 

Senator McC Lettan. From that, it would appear you had a con 
ference with the chief attorney and examiner. 

Mr. Youne. I have no recollection. Does it have my name specifi- 
cally ? 

Mr. McCietian. It says “Young.” 

Mr. Younc. There are a lot of Young*‘s in the RFC, and in town. 
[ just know nothing about Warren McArthur whatsoever. 

Senator McCietitan. On the 15th of December, you were in the 
office that day regarding Lustron, in Mr. Willard’s office ? 

Mr. Youne. Yes, sir. 

Senator McCiettan. I am trying to cover all these. Mr. Flanagan 
didn’t cover them in the beginning and since he had referred to some 
of them, I though we should cover all of them. 

Then, on the 21st of September, the record shows that Merle Young 
inquired regarding the application of Thomas George Corp. 

Mr. Youne. Well, that is probably another call from the committee. 
I do not know the people at all. 

Senator McCrirtinan. You do not remember any of these? 

Mr. Youna. No, sir. I do not. At that time, Senator, as I said 
before, we were working on the inauguration and we were getting two 
and three hundred telephone calls every day and just to remember 
one single thing, it is hard to de. I never heard the name of these 
people before, this corporation. I just couldn't tell you. 

Senator McCLetian. Let’s goa little further. On the 13th of April, 
the record shows that Mr. Willett phoned you regarding the Jackson 
Day dinner. Do you recall that? 
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Mr. Youna. Well, it could well be. 

Senator McCLe._Lan. You do not recall it ? 

Mr. Youne. No, sir; not specifically. 

Senator McCietan. The record shows that on May 21, 1949, you 
phoned from Detroit. Do you recall that? What was the purpose 
of that call? 

Mr. Young. No; I do not. It might have nad something to do 
with Jacobs Co. Was that in 1949 ¢ 

Senator McCLeLnan. Yes. 

Mr. Youna. It might have had something to do with the Jacobs 
Co. That was where their offices were. 

Senator McCLe.tian. It shows on the 13th of May that you were in 
the office there regarding Lustron on that day. 

Mr. Youne. Yes, sir. 

Senator McCLe.LLan. That is probably true? 

Mr. Youna. Yes, sir. 

Senator McC.Lettan. On the 31st of May it shows that you were 

the office regarding the Buffalo Weaving & B selting Co. 

Mr. Youne. I think that was my brother, Senator. 

Senator McCLeLian. You think that was your brother? 

Mr. Youne. It wasn’t me. 

Senator McCriecbtan. Did he represent them? 

Mr. Youna. Yes, sir. 

Senator McCietian. That entry, then, would not apply to you? 

Mr. Youns. No. 

Senator McCrrnian. It would be your brother ? 

Mr. Youne. Yes. 

Senator McCLetLan. Following that it shows here that on the 18th, 

“Phoned Merl Young regarding the above.” I think you questioned 
him about that. 

I thought we ought to cover all of those that have come to our 
attention here from the summ: iry of the office docket. 

Mr. Young, during the time you were in the RFC—I mean during 
the time you were associated with the committee, as vou say, as a vol- 
untary worker, did you have any business transactions with William 
Boyle / 

Mr. YounG. None. 

Senator McCrietian. Any business transactions involving any loan 
applications or business or any transactions with the RFC in which 
you and Mr. Boyle were personally interested 4 

Mr. Youne. None whatsoever. 

Senator McCiettan. Do you know of his having any interest in 
any loan, application, or any other matter pending before the RFC 

Mr. Young. None whatsoever: no, sir. 

Senator McCretitan. Did you receive any fees, compensation, or 
remuneration whatsoever for any of these calls you made or any con- 
tacts vou made or any appointments you made for others in connec 
tion with the loan, other than such compensation as you received for 
your services with Lustron and Jacobs ? 

Mr. Youne. None: no, sir. 

Senator McCietnan. You did not receive any compensation from 
anyone ¢ 


Mr. Youna. No, sin 
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Senator McCietian. You received no commissions or fees that you 
divided with Mr. Boyle for any of these services ¢ 

Mr. Youne. Absolutely not. 

Senator McCietian. Then your contention is that such services 
as you performed, such contacts as you made for others or with ot! 
ers, With the Board of Directors, any member of the Board of the Di. 
rectors, or any employee of the RFC, was simply a gratuitous favor 
on your part to accommodate callers who came into the Democratic 
committee and requested that you make an appointment ¢ 

Mr. Youna. Yes, sir. 

Senator McCietitan. And there was no other consideration or no 
expectation of reward for your services by you in any way whatso- 
ever ¢ 

Mr. Youne. No, sir. 

Senator McCietian. And you never received any from any source 
at any time before or since / 

Mr. YounG. No, sir. 

Senator McC.Letian. That is all, Mr. Chairman. 

Senator Hory. Senator Mundt. 

Senator Munpr. Mr. Young, I am not quite sure I understand 
your relationship, your connection with Mr. Cecil Green. I believe 
you told Mr. Flanagan you knew Mr. Cecil Green. 

Mr. Youne. Yes; I do. 

Senator Munpt. In what capacity ? 

Mr. Youn. I have met him, and that was all. I see him once in 
a while and would say, “Hello, how are you!” and go ahead. I 
wouldn’t know where he worked. 

Senator Munpr. Didn’t you know he used to work for Mr. Boyle? 

Mr. Youne. No, sir. I have never discussed any business with Mr. 
Green, and I do not think I have seen him for a year and a half or 
more. 

Senator Munpr. Are your wives well acquainted ? 

Mr. Youna. No. 

Senator Munpr. Is there any strain of relationship running between 
you and the Greens? 

Mr. Younc. None whatsoever. 

Senator Munpr. Between your respective wives ? 

Mr. Youne. None whatsoever. 

Senator Munpr. You say your connection with Mr. Green was just 
very casual ? 

Senator Nrxon. In that connection, do I remember your saying his 
daughter and your wife had worked together in one place 4 

Mr. Youne. Yes, sir. 

Senator Nixon. Will you tell us about that ? 

Mr. Youne. They worked together in the President’s office and 
when he was Senator over here for a while. 


Senator Nixon. In other words, Mr. Green’s daughter—what is her 


name / 
Mr. Youne. Shirley. 


Senator NIxon. Shirley Green and your wife Loretta—— 
Mr. Youna. Yes, sir. 


Senator Nixon. Worked together in the President’s office when he 


was in the Senate and in the White House ? 
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Mr. Young. Yes, sir. 

Senator Nixon. Is Mr. Green’s daughter still there ¢ 

Mr. Younes. I think she has been gone about a year. 

Senator Nixon. Both gone now 4 

Mr. Youne. Yes, sir. 

Senator Nixon. How well did you know Shirley ‘ 

Mr. Young. Just when I saw her I spoke to her. I have never been 
any place with her or anywhere else. I would say “Hello” when I 
came into the office. 

Senator Nixon. How long, to your knowledge, did Shirley work 
for the President when he was Senator and President? ‘Take the 
whole period when he was Senator and President. 

Mr. Youne. I think she went to work either over there in the first 
part of 1945 or the latter part of 1944. I wouldn’t know the exact date, 
Senator. I think she left in 1950. 

Senator Nixon. Left in 1950? That was after the American Litho- 
fold loan was approved. In other words, Mr. Green, Washington 
representative of the American Lithofold Co., had a daughter who 
worked in the White House at the time that loan was approved. Am 
1 correct ¢ 

Mr. Youne. As far as I know; yes, sir. 

Senator Nixon. Thank you, 

Senator Munpr. You were discussing various members of the com- 
mittee, your contacts and phone calls with Board members of the RFC. 
Our records show that there were about 90 such contacts or phone calls 
with Mr. Dunham and between 25 and 27 phone calls with Mr. Willett. 
How many contacts did you make during that general period of time 
with Director Harvey Gunderson 4 

Mr. Youne. I doubt if I called Mr. Gunderson over once or twice. 

Senator Munpr. Do you remember what you called him about ? 

Mr. Youne. It was in regard to Lustron. If I called him, it was 
in regard to Lustron. 

Senator Munpr. How many similar contacts did you make with 
Mr. Hise? 

Mr. Young. I do not think I called Mr. Hise at all. I might have 
called him once or twice. 

Senator Munpr. Who was the fifth member of the Board ? 

Mr. Fuanagan.: Mr. Mulligan. 

Senator Munptr. How many calls to Mr. Mulligan ? 

Mr. Youne. None that I know of. 

Senator Munpr. Why did you concentrate your contacts on Mr. 
Dunham and Mr. Willett ¢ 

Mr. Youne. Mr. Dunham was handling the Lustron Joan. 

Senator Munpr. Most of your calls dealt with the Lustron loans? 

Mr. Young. Up until the time I quit; yes, sir. IT would call him 
almost once or twice a week regarding Lustron. 

Senator Munpr. Up until the time you quit Lustron ? 

Mr. Youne. Yes, sir. 

Senator Munpr. When did you quit Lustron / 

Mr. Youne. November 1950. 

Senator Munpt. Of the 90 calls to Mr. Dunham, what do you mean 

vy “most of them”? Would that be a little over half ? 

Mr. Youne. I wouldn't have any idea. I would say at least 50 
percent, , 
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Senator Munpr. Then let’s talk about the other 50 percent, the 45, 
40 or 35 ¢ alls—you cannot be specific without going through the rec- 
ords—why were you calling except for Lustron ? 

Mr. Youna. I ‘got to know Mr. Dunham very well while working 
on the loan for Lustron. I would not see him for a couple of weeks 
and I would call him. It was strictly a friendly conversational call. 

Senator Munpr. Did you call him on any other RFC business be- 
sides Lustron ? 

Mr. Youna. None that I know of. I might have called him for the 
committee once or twice. 

Senator Munpr. Not over once or twice? 

Mr. Youne. I wouldn't want to pin it down. It might have been 
four times. I couldn’t say the exact number. It isn’t any great 
number of calls. 

Senator Munpr. You would say not over once or twice and cer 
se not over four times did you call him on other RFC business 

besides Lustorn. 

In the 25 times you called Mr. Willard, you wouldn't call him 
about the Lustron business ? 

Mr. Youne. Once in a while I called him about Lustron and other 
times it was personal calls. 

Senator Munpr. Sometimes about other RFC matters? 

Mr. Youne. Other than what the Senator has brought out—I think 
that is all. 

Senator Nixon. Would you yield a moment, Senator Mundt ? 

Senator Munpr. Yes, sir. 

Senator Nrxon. I was reading over the testimony that you had pre- 
viously given when you appeared before the Banking and Currency 
Subcommittee, and I would like to read just a question and an answer 
of your testimony at that point, to see if possibly your recollection 
now has ch: inged since then. 

Senator FutsricHt. Do you rarely see Mr. Dunham? 

Mr. YounG. I have not seen Mr. Dunham, to the best of my recollection, for 
3 or 4 months. I very seldom see him. 

Mr. Younc. That is now. That is what I meant at that time. I 
hadn't seen Mr. Dunham at that time for 3 or 4 months or more and 
I haven’t seen Mr. Dunham, right now I would say, for 8 or 9 months. 

Senator Nrxon. Then he says: 

You were not intimate with Mr. Dunham at any time; were you? 

Mr. Youne. I do not believe Mr. Dunham was even there at that time. I do 
not recall. I did not know him before he came here. 

Mr. Youne. I didn’t. 

Senator Munpr. I want to try to clear my own mind, Mr. Young, 
about the chronology, No. 1, your tenure with the RFC; No. 2, your re- 
lationship with the Democratic National Committee, and No. 3, your 
tenure with Lustron. Let’s take up RFC first. When did you first 
go with RFC? 

Mr. Youna. In November 1945, after I came out of the Marine 
Corps. 

Senator Munpr. What was that? 

Mr. Youne. After I was released from the Marine Corps in October 
1945, and I went with RFC in November. 

Senator Munpr. You stayed with them how long? 
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Mr. Youne. Until July 15, 1948.’ 

Senator Munpr. Since July 15, 1948, you have had no connection 
ofticially with RFC? 

Mr. Youne. None. 

Senator Munpr. When did you go with Lustron / 

Mr. Youna. July 16, 1948, the day after I left RFC. 

Senator Munpr. July 16, 1948, the day after you left, and are you 
still with Lustron ? 

Mr. YOouNG. No, sir. 

Senator Munpr. When did you leave? 

Mr. Young. November 1950, I resigned. 

Senator Munpr. You secured your position with Lustron appar 
ently at the recommendation of RFC or in some relationship with 
REC, 

Mr. Younea. I learned in the last hearing—I didn’t know it before 
then—they told me Mr. Gunderson had talked to Mr. Strandlund and 
recommended that he hireme. That was the first I knew about it. It 
was brought out in previous hearings. 

Senator Munpr. Before you left RFC you knew you were going 
to have the other position. 

Mr. Youne. It had to be approved by the Board of Directors of 
RFC; yes, sir. 

Senator Munpr. In connection with the Democratic National 
Committee, when did you first become associated with the Democratic 
National Committee headquarters here in Washington / 

Mr. Youne. I said in late August or maybe September 1948. 

Senator Munpr. Is that relationship one that has prevailed to date 
or did that terminate 4 

Mr. Youne. I was never a paid employee, Senator. I would just 
go over and help when they needed me. 

Senator Munpr. Is your relationship to the Democratic National 
Committee today about the same as when you started out / 

Mr. Youne. About the same. 

Senator Munpr. Still what you would call a voluntary unpaid 
worker / 

Mr. Youna. Yes, sir. 

Senator Nixon. You mean you received no compensation from the 
Democratic National Committee / 

Mr. Youna. None. 

Senator Munptr. From September 1948 down to the present, you 
have had that connection with the Democratic National Committee ? 

Mr. Younes. Yes, although I haven't worked over there since the 
election last fall. 

Senator Munpr. You have the title down there without having 
compensation ? 

Mr. Young. No title. 

Senator Munpt. What was your title? 

Mr. Younea. I had no title. 

Senator Munpr. You were assigned to duties in connection wit] 
some office down there? Which office? The publicity division? 

Mr. Younc. At the Democratic National Committee ? 

Senator Munpr. Right. 

Mr. Younce. There was no division as far as I was concerned. What 
I helped with was setting up trips mostly. 
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Senator Munpr. You were atthched then to the office of the chair- 
man, because he set up the trips. I believe your testimony in previous 
hearings showed you worked with Mr. Boyle. 

Mr. Youne. In 1948 Mr. Boyle wasn’t chairman. He was a volun 
teer, an unpaid employee, the same as I was over there. 

Senator Munpr. You were wi with Mr. Boyle, who was in a 
similar capacity in the se oe up of trips? 

Mr. Youna. Yes, sir. I did everything that had to be done around 
there that I could do in 1948. I answered phones; did everything. 

Senator Munpr. But your relationships down there—your position 
apparently was one very similar to that occupied by Mr. Boyle at 
that time. You two worked together. 

Mr. Youne. I wouldn’t say that. I helped when I could. There 
was no title. He had no title that I know of. I didn’t even have an 
office. 

Senator Nixon. You were both at the same level as far as the 
organization chart was concerned? Voluntary workers? Just a 
couple of fellows around the office; that was all ? 

Mr. Youne. Well, I don’t know whether you would say “Just a 
couple of fellows around the office.” We were trying to help out. 

Senator Munpt. Who else was in the team of voluntary workers? 
Was Mr. Siskind in the same selatiotahin’ 

Mr. Youna. I never saw Mr. Siskind in there. 

Senator Munpr. You never in all your life saw him in Democratic 
headquarters ¢ 

Mr. Youne. I did see him over there, but I didn’t see him around 
there in 1948. 

Senator Munpr. When did you see him ? 

Mr. Youna. I have seen him come in and out of there. I couldn't 
oo point the dates. 

Senator Munpr. Not prior to 19497 

Mr. Young. After the election it is possible that Mr. Siskind could 
have been in there. I am talking about working during the election 
I didn’t see him around there during the election. 

Senator Munpr. During the campaign / 

Mr. Youne. No, sir. 

Senator Munpr. How about Mr. Hanlon? 

Mr. Younes. I saw Mr. Hanlon once or twice there during the cam 
paign. I think that was about all. 

Senator Munpr. Are you familiar with the testimony read into thie 
Congressional Record yesterday by Senator Margaret Smith? 

Mr. Younc. No; I am not. 

Senator Munpr. I might read you a passage or two from her testi 
mony. 

She put in the Record a citation of page 543 of a book published by 


the Democratic National Committee called Democr: uey in Action, 


which was published in 1948, in which your picture appeared along 
with William Marshall Boyle, Jr., and in which you are listed as the 
assistant to William Marshall Boyle, Jr. If you had no title, then you 
were just his assitant even though you had no title. 

Mr. Youna. Senator. I do not believe that book was published by 
the Democratic National Committee. 
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Senator Munpr. It was published by Mr. Edgar Brown, who was 
the publicity man for the Democratic National Committee. He was 
listed as the author of it. 

Mr. Youna. I do not know who put the-book out. 

Senator Munpr. I am just reading it from the Record that Mr. 
Edgar Brown is so listed. 

Senator Hory. I think it should be stated that Howard McGrath, 
who was then Democratic national chairman, wrote a letter which also 
appeared in the Congressional Record, in which he stated that this 
book was not issued under the auspices of the Democratic National 
Committee, but was issued by private parties and was not authorized 
and not edited, and its contents were not approved by the Democratic 
National Committee. 

Mr. Youne. That is right. 

Senator Munpr. I haven’t seen the letter. 

Senator Hory. It is published in the Record. 

Senator Munpr. Did the letter deny that Mr. Brown of the Dem- 
ocratic National Committee’s publicity staff was the author? 

Senator Hory. I don’t recall that he mentioned that. It said the 
Democratic National Committee did not issue or sponsor the book, did 
not receive benefits from it, and had nothing to do with editing it. In 
other words, it was not an official publication. He wrote that letter. 
I mention that in order to get the record straight. In this letter he 
also stated that at that time Mr. Boyle and Mr. Young were not given 
titles; that they were just assisting in the conduct of the campaign. 
That was the gist of the letter. 

Senator Munpr. Let the record show this, because, if the Demo- 
cratic National Committee did not publish the book, it should not 
be attributed to it. The book, however, that was published, until we 
have had evidence to the contrary, we can assume was authored by 
Mr. Brown of the Democratic National Committee staff, and we can 
assume that Senator Smith’s statement is correct. It may be dis- 
proved later. She says his name appears on the masthead of the book 
in that capacity. In his opinion and in the opinion of those who pub- 
lished the book, you were so listed. Your picture appears at page 412 
and page 413 with Mr. Boyle, and he is listed as the executive vice 
chairman and you, Mr. E. Merl Young. are listed as the assistant to 
him. Have you seen that book? 

Mr. Youna. Yes, sir. 

Senator Munpr. Have you seen your picture in it? 

Mr. Youna. I did. 

Senator Munpt. So, you know at least the picture is there and what 

am telling you is so. 

Mr. Youna. Yes; I know it is there. 

Senator Nrxon. As I understand your testimony, Mr. Young, it is 
to this effect: That at the time of the national campaign in 1948, 
neither you nor Mr. Boyle had any official capacity with the national 
committee. 

Mr. Youne. None whatsoever. 

Senator Nixon. You were just a couple of volunteer workers who 
strolled into headquarters and answered the phone, and that sort of 
thing? 

Mr. Youna. Yes, sir. 


Senator Nixon. Folded mail ? 
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Mr. Youne. Did everything that had to be done over there. 

Senator Nixon. Then I also understood your testimony—correct me 
on this point if lam wrong—I recall that you did not have any official 
capacity with the national committee. 

Mr. Youne. None. 

Senator Nixon. At any time? 

Mr. Youna. No. 

Senator Nrxon. You are denying today not only that in 145, 
Mr. McGrath denied it in his letter, which was published in the Con 
gressional Record, you were not the assistant to Mr. Boyle in that cam 
paign, but you have never been Mr. Boyle’s assistant; 1s that right / 

Mr. Youna. Never had a title of assistant to Mr. Boyle or anything. 
Senator, I helped over there. 

Senator Nixon. How did Mr. Brown get this idea? 

Mr. Younae. I don’t know. You will have to ask him about it. 

Senator Nixon. You were important enough around the office so 
he put your picture in and said you were assistant to Mr. Boyle at 
the national committee, and you say that is not the case. 

Mr. Youna. I was never assistant to Mr. Boyle. I just helped. 

Senator Nixon. You just helped ? 

Mr. Youne. Yes, sir. 

Senator Nixon. You were not the assistant ? 

Mr. Youne. I never was given the title saying I was assistant, or 
anything else. 

Senator Hory. We have to adjourn to vote. We will be back in just 
a few moments. 

( Recess. ) 

Senator Hory. The committee will come to order. 

We will resume the examination. Senator Mundt ? 

Senator Munpr. Mr. a do you know Mr. Edgar Brown ‘ 

Mr. Youne. Yes, sir: I do. 

Senator Munpr. In your capacity you know him? 

Mr. Youne. I know him around the committee. What his specific 
job is, I don’t know. 

Senator Munpr. When you were around in 1948 and 1949 he was 
also around ? 

Mr. Youne. Not in 1948. I don't think Mr. Brown was there in 
1948. I think he was in New York. 

Senator Munpr. You knew him and he knew you ¢ 

Mr. Youne. Yes, sir. 

Senator Munpr. In connection with this same book that Mr. Edgar 

srown is listed as editor of and which is published under the name 
of Democracy in Action, and the sponsorship of which is a subject 
of some controversy at the moment between Senator Smith and former 
Senator McGrath, your picture in that book appears and is listed 
in the book as having a status on the committee along with Hanlon, 
Latham, and Siskind, the four of you as assistants to William Boyle. 
Now is there any reason why that association should be made—Young, 
Siskind, Hanlon, and Latham? Were you relatively doing the same 
kind of work? 

Mr. Youne. IT don’t know what Mr. Hanlon and Mr. Latham and 
Mr. Siskind were doing. I have no idea 

Senator Munpr. You knew them / 
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Mr. Youne. I know them: yes, sir. 

Senator Munpr. You associated with them during the period you 
were working with the Democratic National Committee / 

Mr. Young. I wasn’t associated with them, Senator. They were not 
where I was working. 

Senator Munpr. Just where were you working ? 

Mr. Youna. We had one little, small office with a desk in it, one desk, 
and I was working in there, and that is the only thing—— 

Senator Munpr. Whom do you mean by “we”? You and Mr. 
Boyle? 

Mr. Youne. Yes, sir. 

Senator Munpr. You and Mr. Boyle had that office ? 

Mr. Youne. I occupied a chair in his office; yes, sir. 

Senator Munpr. You had a chair in his office and you shared the 
office and the other two were not in that office? 

Mr. Youne. They were not any place around there; no, sir. 

Senator Nixon. Let me ask you this. On any occasion did you 
and Mr. Boyle use Mr. McGrath’s office when he was out of town? 

Mr. Youne. No, sir; not during the campaign, no, sir. 

Senator Nrxon. After September ¢ 

Mr. Youne. No, sir. 

Senator Nrxon. On no occasion did Mr. Boyle ever use Mr. Me- 
Grath’s office during that campaign ? 

Mr. Youne. No, sir; not that I know of. 

Senator Nixon. Have you ever been in that office? 

Mr. Youna. I have been in it since. 

Senator Nixon. During the ne Atay 

Mr. Youna. Not that I know of; no, sir. He had a real small office 
and we stayed in there all the time. 

Senator Munpr. A little later in her speech yesterday, Senator 
Smith refers to pictures on pages 428 and 429. She says the pic- 
ture is between the pages 428 and 429. I suppose it is an insert pic- 
ture page, not numbered as the text pages are, in which she states that 

“there were members of William M. Boyle’s cae during the 1948 
Presidential campaign appearing,” and under that are Mr. Siskind 
and Mr. Hanlon and you. Now why would Mr. "Ede rar Brown 

Mr. Youne. I think it is Mr. Latham, Mr. Siskind, Mr. Hanlon, 
Senator. 

Senator Munpr. Well, that is a matter that can be determined, 
guess, by looking at the picture. I haven’t seen the book and I am 
just referring to that. 

The point I am trying to make is that the editor of the book, wheth- 
er he was editing it for himself or for the Democratic National Com- 
mittee or whether he was editing it for the Philadelphia Convention 
Committee, in his opinion listed you by title and sometimes by picture 
as an assistant to Mr. Boyle, and you knew Mr. Brown, the editor, 
and the fact that you shared an office with Mr. Boyle and had a 
share in his office, as you put it, would certainly indicate that Mr. 
Brown was justified in making that assumption. There is nothing 
particularly wrong with vou being associated with Mr. Boyle. 

Mr. Youne. None whatsoever. 

Senator Munpr. I wanted to establish that relationship, and I think 
we have brought it out during the procedure of this testimony. 
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I have a few notations here concerning some of your calls to Mr. 
Dunham that I would like to ask you about. Who is Mr. Robert 
Haggerty ? 

Mr. Youne. Mr. Haggerty isa man here in Washington. Now what 
he is doing now, I don’t know, but he used to come by my office. oh, 
about every day when he was looking for a job and stay an hour or 
two and go on out. I would see him the next day. He usually 
stopped by maybe for a little while every day. He was looking for a 
job at that time. 

Senator Munpr. RFC? 

Mr. Youne. No. 

Senator Munpr. Democratic National Committee ? 

Mr. Youne. No. 

Senator Munpr. Patronage job? 

Mr. Younc. I don’t know. He had a lot of places he was look- 
ing, Senator. 

Senator Munpr. If he stopped in every few days, you ought to 
have some idea where he was looking. 

Mr. Youne. He was trying any place that he could get a job. I 
don’t know the exact place, and what he is doing now, I don’t know. 
I think he works for General Services, but doing what, I don’t know. 

Senator Munpr. Your name appears in Mr. Dunham’s diary in 
connection with Mr. Haggerty. That is why I was trying to es- 
tablish that. He had no rel: ationship with Lustron, apparently. 

.Mr. Youne. No, none; no, sir. 

Senator Munpr. Your name also appears in Mr. Dunham’s diary 
in relationship with one George Tribble. Was George Tribble con- 
nected with Lustron ? 

Mr. Youna. No, sir. 

Senator Munpr. Why were you contacting Mr. George Dunham in 
connection with him ? 

Mr. Youne. What was that in regard to, Senator? 

Senator Munpr. Apparently you were trying to get him appointed 
to the board of the Preferred Accident Insurance Co. 

Mr. Youne. Yes; I can recall that. There was a call made from 
the committee, some labor people were in and they were interested 
in Mr. Tribble and they had asked to call to find out if I could— 
I think they had urged that he be put on that board. 

Senator Munpr. You called, then, from the National Democratic 
Committee in your capacity as a worker down there ? 

Mr. Youna. Yes, sir. 

Senator Munpr. In relation to Mr. Dunham, your interest in hav- 
ing Mr. Tribble appointed to that Board ? 

Mr. Youna. I don’t know whether I expressed interest or called 
to get information on it, Senator. I think his name had been put 
over there before that and they were in expressing interest in his be- 
half. 

Senator Munpr. Why do you suppose they came to see you in the 
Democratic National Committee if you were there without the bene- 
fit of title or responsibility ? 

Mr. Youne. It is possible that no one else was there to handle him 
that day and I might have been there and he was sent into me to see. 

Senator Munpr. In a case like that you would assume charge and 
carry out the mission ¢ 
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Mr. Youne. Yes, sir. 

Senator Munpr. Let us see, for the second time in Mr. Dunham’s 
diary—the first time was dated—no, it is another page which repeats 
the same item the second time, August 18, 1949, when Mr. Dunham was 
trying to get Mr. Haggerty—in his diary it appears he called you to 
find out what his address was and how to get in touch with him, and 
you suggested he mail the letter to you and you deliver it to Mr. 
Haggerty. 

Mr. Youne. He had come by there every day and I would give it 
to him. 

Senator Munpr. That explains your interest in Mr. Haggerty. 

Who is Mr. S. A. Blagden, of Warren, Ohio? 

Mr. Youne. He is one of the directors of the Lustreon Corp. and he 
came into Washington in regard to Lustron and I sent him to Mr. 
Dunham because Mr. Dunham at that time was the director handling 
that loan. 

Senator Munpr. He was interested in the Lustron loan ? 

Mr. Younc. Well, he is a director of the Lustron Corp., one of the 
largest stockholders. 

Senator Munpr. In the diary it says, “Federal Machine & Welding 
Co.” 

Mr. Younc. Yes, sir; he is president of the Federal Machine & 
Welding Co. which is, I think, the largest stockholder in Lustron. 

Senator Munpr. Did you ever receive—you mentioned, I think, 
that you rece ‘ived in exchange of gifts not to excee dl S5 or $10 at Christ- 
mas time. Did you ever receive any gift or er atuity in value in excess 
of $10 from any of the members of ‘the RF( 

Mr. Youna. No, sir, none that I know of. 

Senator Munpr. Did you ever give any? 

Mr. Youne. Not that I know of; no, sir. 

Senator Munpr. Did you remember conveying a radio to anybody $ 

Mr. Youna. No. 

Senator Munpr. Or a television set ? 

Mr. Youna. Never gave anvone a radio or a television set; no, sir. 

Senator Munpr. You are sure you never had any rel: ationship with 
a television set in connection with the Board? 

Mr. Youne. I didn't give them one. I sold one to a member of the 
Board but 1 didn’t give it to him, no, sir. 

Senator Munpr. Would you tell us about the circumstances of that 
sale? 

Mr. Young. Someone here just gave me the date of it; that it was 
in March of 1950, but I originally bought a television set—I have 
tried to recall the date that I bought it and where I bought it, and I 
told them I think it was Lacey's that I bought the set from for a 
vounger brother, and he could not take it at that time and I had it 
there : at the house for almost a month, and I sold the set to Mr. Wil- 
lett, cashed the check and gave the money to my wife who in turn 
spent it. 

Senator Munpr. That is a habit wives have. 

Mr. YouNG. Yes, sir. I told her I had sold the set and she asked 
me who to and how much I got out of it, and I told her and she said. 
“I will take the money,” and that was the end of the money as far as 
1 am concerned. 
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Senator Munpr. Was there any considerable difference between 
the price you paid for the set and what you sold it for! 

Mr. Youna. I couldn't Say, Senator. I don’t remember. My 
checks and things are being shipped. I tried to find the checks to 
see if I paid for it by check or cash or how, and I don’t remember 
what the set even cost. I couldn’t tell you even the date it was bought. 

Senator Munpr. Do you recall the amount of the check you re- 
ceived in payment for it? 

Mr. Youne. No, I don’t. It was a hundred and some dollars. 
Now I don’t recall the exact amount. I couldn’t tell you. 

Mr. Firanacan. I think that it was $179. 

Senator Munpr. Do you have the check / 

Mr. Fuanacan. Yes. 

Senator Munpr. What kind of set was it, 16-inch, 17-inch? 

Mr. Youne. I don’t even know that now, what size of the set it was. 

Senator Munpr. Did you receive the set / 

Mr. Youne. It was never taken out of the case; no, sir. It came in 
the case. It was a table-model television, and it sat in the dining 
room until I disposed of it. 

Senator Munpr. You are sure you bought it from Lacey's? They 
would have a record. 

Mr. Youne. I called Lacey’s myself either yesterday or the day 
before. Mr. Flanagan asked me to find out where I bought it and I 
called several places trying to find out, if I could, if they had a record, 
and they said they would try to find out, but I don’t know as yet, 
but it was bought here in town. 

Senator Munpr. Do you remember the name brand of the set? 

Mr. Youne. Yes, sir; it was a Philco. 

Senator Munpr. Were any gratuities or gifts or presents received 
by any members of your family other than those which have already 
appeared in the newsp: pers ? 

Mr. Youne. None; no, sir. 

Senator Munpr. Nothing else? 

Mr. Youna. No, sir; nothing else. 

Senator Hory. Any further questions? 

Senator Nrxon. Yes: I have some questions. Just so we will get 
this gift thing completely cleaned up, do you recall any other trans- 
actions along the line of the television set that we should know about? 

Mr. Youna. None offhand, Senator. 

Senator Nrxon. No other televi ision sets? 

Mr. Youne. No: no other television. 

Senator Nixon. Automobiles? 

Mr. Youna. No. 

Senator Nixon. We are particularly interested, of course, in people 
in the Government. 

Mr. Youne. No; none that I know of. 

Senator Nixon. You recall no other transactions of that type? 

Mr. Youne. No; none that I know of. 

Senator Nixon. Now, as I recall, you said that in regard to your 
relationship with Mr. Green that you had seen him just a few times. 

Mr. Youne. Not what you mean a few times. I haven’t seen him, 
I am sure—Mr. Green—for a year and a half at least, and I used to see 
him maybe once a month or maybe not that often, and all I would 
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say is, “Hello, how are you,” and go ahead. I never knew where 
Mr. Green worked, had no idea what he even did. 

Senator Nixon. What did you call him? 

Mr. Youne. Cecil. 

Senator Nixon. When did you first meet him ? 

Mr. Youna. I don’t know. 1 just don’t have any idea. I think I 
met him in the office or through his daughter. I just don’t know when 
I first met him. 

It had to be after 1945, because I didn’t know his daughter before 
then, and I was in the Marine Corps up until that time, and it was 
after I came back from the Marine Corps, I am sure. 

Senator Nixon. Your recollection is you met him at the office where 
his daughter and your wife worked together / 

Mr. Youna. I couldn't say for sure now just where I did meet him 
and the circumstances. 

Senator Nixon. I think that is what you said a moment ago. 

Mr. Youna. I said it might have been at the office, I don’t know. 

Senator Nixon. That could have been either the Senator’s office or 
the White House, either one? 

Mr. Youne. Lam sure I never met him at the White House. I don’t 
ever recall seelng him at the White House at any time I have eve) 
been over there. 

Senator Nixon. You might have met him in the Senator’s office. 

Mr. Youne. I might have met him over there, might have met him 

the committee. 

Senator Nixon. You mean—— 

Mr. Youne. Democratic committee: yes, sir. 

Senator Nrxon. The Democratic National Committee. Now what 


business relationships have you had with Mr. Green? 
Mr. Youne. None whatsoever. 
Senator Nixon. Has he ever asked you to do anything for him, 


introduce him to anybody ¢ 

Mr. Youna. Not that I know of; no, sir. I never discussed any 
thing with him. . 

Senator Nixon. Have you seen him in the last month ? 

Mr. Younc. No: I haven't seen Mr. Green, I euess, in a veai 
and a half—at least a year. , 

Senator NIXON, Who is the friend that made the telephor e call 
that you paid for? 

Mr. Youna. Mr. Jacobs in Detroit. 

Senator Nixon. Who? 

Mr. Youns. Mr. Jacobs. 

Senator Nixon. Mr. Jacobs? Of where? 

Mr. Younae. Of Detroit. 

Senator Nixon. Of Detroit ? 

Mr. Youna. Yes, sir. 

Senator Nrxon. Lustron? 

Mr. Yor NG. No, hos Jacobs Co. 

Senator Nixon. Does he know Mr. Dollar? 

Mr. Youne. Yes, he does. Mr. Dollar and Mr. Jacobs and another 
fellow in Detroit are very close friends, This other fellow head 
of National Automotive. IT can’t think of his name but they are very 
close friends, , 
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Senator Nixon. Going back to this relationship of yours with Mr. 
Boyle during the campaign, as I recall in 1948 it was just a casual 
relationship of two volunteer workers. 

Mr. YouncG. Two people in the same office. 

Senator Nixon. When did you first meet Mr. Boyle? 

Mr. Young. When? In about 1941, I think. 

Senator Nixon. 1941? 

Mr. Youna. Yes, sir. 

Senator Nixon. Where did you meet him / 

Mr. Youne. When he was with the Senator. 

Senator Nixon. With Senator Truman, you mean? 

Mr. Youne. Yes, sir. My wife was in the office then. 

Senator Nixon. And your wife was in the office ? 

Mr. Youne. Yes, sir. 

Senator Nixon. You met Mr. Boyle around the office? 

Mr. Youne. Yes, sir. 

Senator Nixon. How often did you see him after that? 

Mr. Youne. Well, not very often, Senator, because it wasn’t long 
after that that I joined the Marine Corps and I was gone for 4 years 
and I didn’t see him very often after that, and I really didn't see 
much of him until the 1948 campaign. 

Senator Nrxon. Then you saw him only around the office; is that 
right ? 

Mr. Youne. Yes, sir. During the campaign I had no time to see 
him any other place. 

Senator Nrxon. Just saw him around the office ? 

Mr. Youna. Yes, sir. 

Senator Nixon. What about the trip that was taken in the 1948 
campaign that you took? You did not see him on that trip? 

Mr. Young. I saw him on that trip but I was only on the last trip. 

Senator Nixon. You would not call that the office, though, would 
you?! 

Mr. Younc. Well, that was our office then, as far as I was con- 
cerned. That was the office. 

Senator Nixon. You had a little smaller room then than you did 
in Washington ? 

Mr. Youne. Even than in Washington. 

Senator Nixon. Tell us about that trip. What was your capacity 
on the trip, still just a volunteer worker ? 

Mr. Youne. Yes, sir; helping any way I could on the trip. 

Senator Nixon. How long did it last ? 

Mr. Youne. A week. 

Senator Nixon. You were gone just a week ? 

Mr. Youna. Yes, sir. 

Senator Nixon. Was Mr. Boyle there? Was he on the trip, too? 

Mr. Youne. Yes, sir. 

Senator Nixon. The whole week ? 

Mr. Youne. Yes, sir. 

Senator Nrxon. On the trip all the time? 

Mr. Youne. Yes, sir. Well, when you got off you would stop in 
the city. 

Senator Nrxon. Stay at any hotels? 

Mr. Youne. Very seldom. We were on the train most every night. 
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Senator Nixon. What accommodations did you have when you 
stopped at hotels? Did you ever stay with Mr. Boyle? 

Mr. Youne. No. My wife was on that trip, too, Senator, and I 
stayed with her, a little better accommodations. 

Senator Nixon. But yousaw Mr. Boyle throughout the trip / 

Mr. Youna. Yes, sir. 

Senator Nixon. Who paid your expenses on the t rip? 

Mr. Young. I paid some of mine and a few, I think, were paid by 
the committee, but most of them I paid myself. 

Senator Nixon. How did you pay them, by check ? 

Mr. Youne. Out onthetrip? No,sir; 1 paid them with cash. 

Senator Nixon. Paid them with cash ? 

Mr. Youne. Yes, sir; some with check, maybe, but if I ran out of 
cash I might have to write a check. 

Senator Nixon. At that time you were working for RFC, were you? 

Mr. Youn. No, sir; 1 was working for Lustron. 

Senator Nixon. None of your expenses were paid by the national 
committee ¢ 

Mr. Youn. Very few, if any; yes, sir. 

Senator Nixon. Who told you to take the trip? How was it ar- 
ranged for you to take the trip / 

Mr. Youne. I don’t recall who told me to take the trip right now. 

Senator Nixon. That was quite an event, wasn't it, to go off on a 
campaign trip ¢ 

Mr. Youna. Yes, sir; it was quite an event. 

Senator Nixon. How did it happen ? 

Mr. Youne. Well, before this last trip, of course, while they were 
on one trip you were always busy setting up another trip, and then 
this was the last trip we made and there was nothing else to do, and 
I think we had permission from the White House or someone to go, 
and after they O. K.'d it, why, it was all right to go. 

Senator Nixon. When you speak of “we.” whom do you mean? 

Mr. Youne. Anyone they would let go on that last trip had to have 
their permission from over there. 

Senator Nixon. Who were from the office ? 

Mr. Youne. I have no idea, Senator. 

Senator Nixon. You went, vour wife ? 

Mr. Younc. My wife went on most of the trips: 

Senator Nixon. Mr. Boyle ¢ 

Mr. Youne. Mr. Boyle. 

Senator Nixon. She was on most of the trips, your wife. She was 
on the campaign all the way around? 

Mr. Youne. Most of the time. 

Senator Nixon. Made the whole circuit ? 

Mr. Youne. Yes, sir. 

Senator Nixon. How about Shirley, was she along? 

Mr. Youne. I don’t know, I couldn’t say. She might have made 
one trip and she might not have. I don’t know. 

Senator Nrxon. Do you recall her in the office in 1948? 

Mr. Youne. No, sir: not over in our office. She wasn’t in our office. 

Senator Nixon. You couldn’ say whether she was or was not on 
the trip? 


Mr. Youna. No: I couldn't. 
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Senator Nrxon. Did you call national headquarters at any time 
while you were on the trip and report what was going on? 

Mr. Youne. I don’t think we did while we were on that last week; 
no, sir. 

Senator Nixon. Now reverting to the intervening period from 1948 
to 1950, then you say you no longer had any connection with the 
national committee ; is that right ? 

Mr. Youne. In 1950; yes, sir. 

Senator Nixon. No; between 1948 and the campaign in 1950. 

Mr. Youne. I might have been over there off and on, Senator, help- 
ing out. 

Senator Nrxon. As I understand it as far as your official connection 
is concerned, the only time you had any what you would call connection 
you could put your finger on with the national committee was in cam 
paigns as a volunteer worker. The other times you might just drop 
in at the office. 

Mr. Youne. No; I might have gone over and assisted. <A lot of 
times when someone was making a trip I would go over and set the 
trip book for them. 

Senator Nrxon. You are speaking now of when no campaign is in 
rocess 4 

Mr. YounG, In 1950 in May I set up a trip. 

Senator Nixon, Pm - 0? 

Mr. Youne. Yes.s 

Senator NIxon, Of, course that is the campaign of 1950? 

Mr. Younc. Not in May. That was early 1950, Senator. 

Senator Nixon. The primary campaign. 

Mr. Youna. Yes. ‘ 

Senator Nixon. Let us leave out the primary c ampaign, let us leave 
out the final campaign of 1950. I am speaking of the intervening 
period when no campaign was in process. What was your relationship 
with the national committee ? 

Mr. Youne. Only if I would go over there and they need assist 
ance I would help the time I was there, and when I got through I 
would leave. 

Senator Nixon. How often would you drop by? 

Mr. Youne. I have no idea, Senator. It might have been once a 
month, it might have been 10 times a month. 

Senator Nixon. Did you make telephone calls from the national 
committee now and then? 

Mr. Younc. Not too many, no. 

Senator Nixon. Now and then you did? 

Mr. Youne. When it was on official business, yes, from the com- 
mittee Tmade them. Otherwise I never made them. 

Senator Nrxon. Reverting to the 1950 campaign, what was your 
capacity then ? 

Mr. Youne. I was in charge of the trip that the Vice President took 
around the country. I set the trip up and went with him all around 
the country. 

Se nator ‘Nixon. Did you go with him? 

Mr. Youne. Yes, sir. 

Senator Nixon. Were you in California ? 

Mr. Youne. Certainly was. Didn't have much effect out ther 
though. 
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Senator Nixon. On this occasion, for example, did you pay your 
own expenses, too / 

Mr. Youne. No, sir; the Democratic Committee paid them. 

Senator Nixon. On this occasion the committee 

Mr. Youna. They paid my expenses, although—— 

Senator Nixon. The committee was a little more flush in 1950 thar 
in 1948? 

Mr. Younca. Yes. 

Senator Nixon. Did you call national headquarters on this trip | 
tell them how it was going / 

Mr. Youne. Yes, sir: 1 did. 

Senator Nixon. Tell them how encouraging the reports were / 

Mr. Youna. I didn’t say too much about encouraging. 

Senator ian But your capacity mainly was more or less as sol 
of a front man for the Vice President on the trip / 

Mr. Youna. Yes, sir. 

Senator Nixon. A buffer. so-called / 

Mr. Youne. Yes, si 

Senator NIXON. Now coming cow ntoa couple ot other loose ends 
and I will be through in just a moment here—were you and Mr. W 
lett—as I understand it vou were stockholders in the insurance com 
pany together, is that correct ? 

Mr. Youna. No. 

Senator Nixon. You were not / 

Mr. Younc. No. Mr. Willett never had anything to do with any 
thing that I ever had anything to do with, any business. 

Senator Nixon. You do recall of course, as you mentioned a mo 
ment ago, where Mr. Boyle called Mr. Dunham about getting Mr. 
Tribble made a director of the Preferred Accident, you recall that / 

Mr. Youna. I think they said it was me that called, Senator. 

Senator Nixon. on made the call ? 

Mr. YOouNG. Yes, Sl 

pasibie Wind. Pon nadett Sor Ms. Borie! 

Mr. Youne. Evidently I did. 

Senator Nrxon. Now how could you make a call for Mr. Boyle / 
I am quite at a loss to understand it since you were both just a couph 
of volunteer workers around the place. 

Mr. Youna. This call was made, Senator, last year. He was chair- 
man of the committee at that time. 

Senator Nixon. But you did not work for the committee, did you? 

Mr. Youne. Only in a volunteer capacity when I would go ove 
there. 

Senator Nixon. You had authority to speak for Mr. Boyle, did you 

Mr. Youne. I had no authority ever to speak for Mr. Boyle: no, sir. 

Senator Nixon. You did speak for him on this occasion, didn’t you 

Mr. Young. | did not say 1 was calling for Mr. Boyle. I called 
Mr. Dunham and told him the circumstances, I am sure. that there 
were some labor people there Inquiring as to the status of Mr. Tribble. 
What they wanted him for, I don’t remember now, and asking me 
information. I think that is what it amounted to. I never had 
authority ever to speak for Mr. Boyle. 


§1249—51—pt. 3—— 





498 INFLUENCE IN GOVERNMENT PROCUREMENT 


Senator Nrxon. Your testimony is then that on no occasion did 
you ever make a call from the national committee indicating that 
Mr. Boyle was Aether tay ina matter; is that right ? 

Mr. Younea. No. 

Senator Nixon. You never called for Boyle? 

Mr. Young. Not personally. 

Senator Nixon. You never indicated that Mr. Boyle had an interest 
ina matter? 

Mr. Youne. No,sir. If I called I would tell them I was calling for 
so-and-so, they were here at the committee, and if we wanted an 
appointment over there, that is the way it would be. 

Senator Nixon. Listen carefully to this question. During this 
period from 1948, after the campaign until 1950, did you ever mention 
on any occasion Mr. Boyle’s name in connection with a call that you 
made either from the national committee or your office / 

Mr. Youne. Not that I ever know of, Senator; no, sir. 

Senator Nrxon. Even in connection with the Tribble matter you did 
not mention Mr. Boyle’s name? 

Mr. Youna. I can’t remember specifically word for word what I 
said on that call, but I doubt seriously that I did because he never ever 
gave me authority to use his name. 

Senator Nixon. You testified, again referring to your testimony 
before the Banking and Currency Committee, that you worked on 
some housing problems with FHA for Lustron, of course, as your 
employer. 

Mr. Youne. Yes, sir. 

Senator Nrxon. And you hired a contractor from Virginia to come 
up and build houses at Quantico. Do you recall the name of the 
contractor ¢ 

Mr. Youne. I can give you the name of the construction company. 

Senator Nixon. The Landreth Construction Co. ? 

Mr. Youne. Landreth, no. I think it is MeLean. 

Senator Munpr. While they are conferring, Mr. Young, I do not 
helieve I asked you about your present capacity. You told me you 
were not with Lustron. 

Mr. Youne. Now, no, sir; Iam not emploved at all. 

Senator Munpt. The only activity that you recorded in the hearing 
is that you still have the same status, relationship with the Democrati: 
Committee that you had then. You are not on its payroll. You are 
just a volunteer worker? 

Mr. Youne. Absolutely. 

Senator Munpr. And you have no particular position of income 
at the present time / 

Mr. Youne. No. 

Senator Hory. Any further questions ¢ 

Senator Nixon. Yes, just one question so that we can get this 
matter cleared up. I will read the whole entry of July 19, 1950, from 
Mr. Dunham’s diary: 

Mr. Merl Young telephoned. Discussed matter of appointment George Tril 
ble, now a member of the Board of Preferred Accident, to the presidency. Mr 
Dunham stated that, in view of the investigation being conducted at the pres 
ent time, the safest course to follow is to do nothing until the report is com 
nleted. If it develops that the company is being badly managed, it is up to us 
to make a change. Also mentioned the fact— 
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speaking again of you— 


that Bill Boyle had sent Leo Parker over to discuss possibility 


of being appointed 
a director of Preferred Accident. 


Is that one of the occasions when you did mention Mr. Boyle’s 
name ¢ 

Mr. Young. I don’t know Mr. Parker. I don’t recall that conver- 
sation at all. I don’t know Mr. Leo Parker. 

Senator Nixon. You still think it might have been some other Mr. 
Young that made that call out to Mr.—— 

Mr. Young. Senator, the thing that puzzles me about the whole 
thing -L am sincere when I tell you I don’t know, but the testimony 
here this morning showed that there were calls made to this Wash- 
ington office here December 20, and why would anyone want me to 
call St. Louis and find out where it was on December 29 if the people 
with Lithofold knew it was here on the 20th / 

Mr. Franacan. At that point, Mr. Young, just to keep the record 
entirely clear, we do not know the exact day of the call. All we know 
is that the memorandum was written on the 29th. It may have 
made befere that. 

Mr. Youna. ‘That is true. 

Senator Nixon. The explanation would be logical that in my opin- 
ion it would simply be that somebody thought by having you make 
the call that some additional assistance could be obtained in sending 
information to the W ee on office that would be of 

Mr. Younc. Well. I never reeall it. Senator. I have 


been 


help. 
no idea, and 


the first time I ever = ard the name of this company is when I read 
it in the paper. That is the truth, so help me. I never recall ever 


hearing the name of this company before. 

Senator NIXON. —_ did hot know Cec il Gree 1 worked for 

Mr. Youne. No, sir: I have no idea where Cecil Green worked. 
I never asked him. | ee his business with him whatsoever. 

In fact the first di ay I read this in the paper at home my wife and 
I were on the pore! h when this first came out about Ameri can Litho- 
fold and I said, “Well. here is one thing that they can’t ac 
The next day my name was in headlines. 

Senator Nixon. Mr. Chairman, I have no further questions at this 
time but I would like the opportunity to question Mr. Young further 
after additional investigation has been made on a couple of matters 
which I have not been able to pursue sufficiently. 

Senator Hory. Mr. Young, that is all for today. You are excused 
unless you are summoned to come back some other time. 

Mr. Young. Thank you. 

Senator Hory. The committee has hitherto heard Mr. Hise, Mr. 
Willett, and Mr. Dunham, who are directors of the RFC. One mem- 
ber, Mr. Mulligan, is ill and is now in Montreal, the capital of Canada, 
and Mr. Flanagan, representing the committee as chief counsel, sent 
to him a questionnaire and he has answered that under oath, and this 
affidavit I am filing now to be made a part of the reeord. That in- 
cludes the letter from Mr. Flanagan to Mr. Mulligan and Mr. Mulli 
gan’s reply under oath to the questions asked him in that letter. That 
will be filed as part of the record. 


use me of. 
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(The documents above referred to follow :) 


SENATE INVESTIGATIONS SUBCOMMITTEE, 
September 11, 1951. 
HENRY MULLIGAN, 
Hotel Laurentian, Montreal, Canada: 

Pursuant to telephone conversation, it is requested that you immediatel) 
answer the following questions by return air mail so that they can be presented 
before the hearing of the committee on the 13th of September : 

1. During what period of time were you a member of the RFC Board of 
Directors. 

2. What was the date of your resignation and the reason therefore. 

3. Did William M. Boyle, Jr., or anyone on his behalf ever discuss with you 
the grant of a loan to the American Lithofold Corp. 

4. Did anyone else discuss with you the grant of a loan to the American Lith- 
ofold Corp. 

5. If so, relate the conversation, with whom made, and the circumstances of 
such discussions. 

6. The record shows that at a meeting of the RFC Board of Directors on 
January 13, 1949, and at a subsequent meeting on February 28, 1949, you voted 
along with the majority of the Board to deny the grant of a loan to the American 
Lithofold Corp. Yet, on March 38, 1949, at a special meeting of the Board of 
Directors, you voted along with the majority of the Board to grant an additional! 
loan of $80,000 and at a meeting of the Board on September 30, 1949, you voted 
with the majority of the Board to loan the American Lithofold Corp. $465,000, 
which loan was increased by a vote of the Board on November 14, 1949, 1 
$565,000. On the basis of this statetsent of fact. will you explain the reasons 
for your change in vote against granting the loan to the American Lithofold 
Corp. to a vote in favor of granting the loan. 

FRANCIS D. FLANAGAN, 
Chief Counsel, Senate Investigations Subcommittee. 


MONTREAL, QUEBEC, September 12, 1951. 
Hon. FrANctis D, FLANAGAN, 
Chief Counsel, Senate Investigations Subcommittee, 
Senate Office Building, Washington, D. C. 

Dear Mr. FLANAGAN: This is in reply to your telegram received about 8 p. m., 
September 11. The answers to the questions propounded in your telegram ars 
as follows, and, I think, substantially in conformity with what I said to your as 
sistant in a telephone conversation with him, 

(1) I was a member of the RFC Board of Directors from late in July 1941 
to April 30, 1950. 

(2) The effective date of my resignation was April 30, 1950. 

The reason for my resignation was primarily ill-health—specifically, coronary 
heart disease, which I had had for some time, and which was becoming worst 

(3) William M. Boyle did not ever discuss with me the grant of a loan to 
the American Lithofold Corp.; and, to the best of my recollection and belief no 
one from his office, or from the committee on his behalf ever did discuss suc} 
a loan with me. If any such event occurred I do not remember it. 

(4) So far as I recall no one discussed with me the loan to the American Litho 
fold Corp. other than the staff or other Board members of the RFC, 

(5) This is answered by the answer to question No. 4. 

(6) I am unable at this time—2, to 2% vears after the occurrence of the 
events cited, to state reasons therefor. I should like to say. however, that it wa 
not unusual for the Board, or individual members of the Board to change thei 
action on declined loans or other matters that came before them. In fact it was 
a very frequent occurrence to do so, and might occur from new information 
changed conditions, or simply as a result of discussion. 

I deeply appreciate your permitting me to make this statement, 

Sincerely yours, 
H. A. MULLIGAN 

Sworn before me at Montreal, in the Province of Quebec, Canada, this 12th 
day of September 1951. 


[ NOTARIAL SEAL] CHRISTINA HANNAN. 
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Senator Hory. We will meet tomorrow afternoon at ° o’clock in 
this room. At that time Mr. H. W. Stanhope, who is controller of 
the American Lithofold Co., Cecil A. Green, and R. B. Blauner will 
be the witnesses supposed to be called tomorrow afternoon. The sub- 
committee will now recess until 3 o’clock tomorrow afternoon. 

(Whereupon, at 5 p. m., the hearing was recessed ; to reconvene on 
Thursday, September 20, 1951, at 3 p. m.) 
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THURSDAY, SEPTEMBER 20, 1951 


Untrep Srates SENATE, 
INVESTIGATIONS SUBCOMMITTEE, 
COMMITTEE ON EXPENDITURES IN 
THE Executive DeraRTMENTs. 
Washington, D.C. 

The subcommittee met at 3:15 p. m., pursuant to adjournment, in 
room 357, Senate Office Building, Senator Clyde R. Hoey (chairman 
of the subcommittee) presiding. 

Present: Senator Clyde R. Hoey of North Carolina; Senator 
Thomas R. Underwood of Kentucky; Senator Joseph R. McCarthy 
of Wisconsin; Senator Karl E. Mundt of South Dakota; and Senator 
Richard M. Nixon of California. 

Also present: Francis D. Flanagan, chief counsel; Howell J. 
Hatcher, chief assistant counsel; Carmine S. Bellino, accounting con- 
sultant; Jerome S. Adlerman, assistant counsel; William Leece, as- 
sistant counsel; and Ruth Young, clerk. 

Senator Horny. The subcommittee will come to order. 

Mr. Homer Stanhope. 

Mr. Stanhope, do you solemnly swear the testimony you will give 
in this hearing will be the truth, the whole truth, and nothing but the 
truth so help you God ¢ 

Mr. Srannoper. I do. 

Senator Hory. The photographers may take their pictures now be- 
fore we proceed. 

(There was a short pause.) 

Senator Hory. We will proceed. 


TESTIMONY OF HOMER W. STANHOPE, COMPTROLLER AND SECRE- 
TARY, AMERICAN LITHOFOLD C0., ST. LOUIS, MO. 


Senator Hory. Mr. Stanhope, give your name and address to the 
reporter. 

Mr. Strannorr. Homer W. Stanhope, St. Louis, Mo. 

Mr. Furanacan. We cannot hear you. 

Senator Hory. Raise your voice, Mr. Stanhope. 

Mr. Srannore. I am sorry; Homer W. Stanhope, St. Louis, Mo. 

Senator Hory. What position do you hold with the American 
Lithofold Co. ? 

Mr. Srannorr. Comptroller and secretary at the present time. 

Senator Hory. How long have you been connected with that com- 
pany ¢ 

Mr. Sranuore. Since 1947, 
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Senator Hory. Are you one of the stockholders ? 

Mr. Srannope. No, sir. 

Senator Horry. Just an employee of the company ? 

Mr. Stanuope. That is right. 

Senator Hory. How long have you held your position of comptrol- 
ler ? 

Mr. Srannopr. 1947, 

Senator Hory. And among your duties as comptroller, do you 
issue checks generally—what are your duties generally ? 

Mr. Srannore. I have charge of receiving money and disburse- 
ments; charge of credits and collections and—— 

Senator McCarruy. May I ask that the witness try to speak a 
little louder ¢ 

Senator Hory. Please speak louder. 

Mr. Strannoprr. I am sorry. 

Senator Hory. Repeat what you said. 

Mr. Sranuopre. I have responsibility for receiving moneys and dis- 
bursing them for the office; for the accounting, for the credits and 
collections. 

Senator Horry. Who is the president of this company at this time? 

Mr. Stannorr. Mr. R. J. Blauner. 

Senator Hory. And in the performance of your duties as comp- 
troller, does it become your obligation to pay out checks to the em- 
ployees of the company ? 

Mr. Sranuope. Yes, sir. 

Senator Hory. Will you tell us what amounts, if any, and when you 
issued checks to pay Mr. William Boyle? 

Mr. Sranuorr. Yes. May I refer to the records ? 

Senator Hory. Yes. 

Mr. Stannorr. Mr. Chairman, the checks were issued—February 
17, 1949—do you want all the dates first or how do you suggest 
handling it ? 

Senator Hory. I want you just to give the date and the amount of 
the checks for Mr. William Boyle. 

Mr. Stanuopr. February 17, 1949, $250. 

Senator Hory. All right. 

Mr. Sranuorr. February 28, 1949, $250. 

Senator Nixon. Excuse me, that first date, what was it? I missed 
it. 

Mr. Stranuope. February 17. 

Senator Hory. All right. Now, the next one; what is the next 
date ? 

Mr. Stannorpr. March 15, 1949, $250. 

Senator Hory. All right. 

Mr. Srannorr. March 31, 1949, $250. 

Senator Hory. All right. 

Mr. Strannope. April 15, 1949, $250. 

Senator Hory. All right. 

Mr. Stannorr. And April 30, 1949, $250. That check, however, 
was endorsed by Max Siskind. 

Senator Hory. All right. That makes six checks, altogether ? 

Senator Nrxon. Just a minute, Mr. Chairman, at this point. You 
stated the check was endorsed by—— 
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Senator Horr. I am going to put that in the record. At this point 
we will offer for the record those six checks, the last one of which 
was endorsed by Max Siskind. 

Mr. Fuanacan. And the record will show it was deposited to the 
account of Max Siskind at the Liberty National Bank. 

It is offered for the record. 

(The six checks referred to were marked “Exhibit No. 16” and 
copies may be found in the appendix on p. 1222.) 

Senator Hory. So, according to your aed you paid $1,500 in 
checks to William Boyle. 

Mr. Sranuore. That is right. 

Senator Hory. That is, $1,250 were under one credit, and $250 was 
for the credit of Max Siskind. 

Mr. Stanuorr. That is right. 

Senator Hory. Now, what payments have you made since that time 
to Max Siskind ? 

Senator McCarruy. One moment, Mr. Chairman, please. 

Mr. Stanhope, I read reports from St. Louis in the newspapers 
that Boyle had received, I believe, $8,000, was it / 

Senator Hory. Yes. 

Senator McCarruy. Now, is there anything in your records to 
indicate that Boyle received more than $1,500 ¢ 

Mr. Sranuorpr. No, sir. 

Senator McCarruy. Do you have any idea where the papers got 
the alleged information that he received $8,000 ? 

Mr. Srannore. I have not, Senator. 

Senator McCarruy. You are sure that all that Boyle got was 
$1500? 

Mr. Srannore. That is right. 

Senator McCarruy. Either check or cash / 

Mr. Srannore. That is right. 

Senator McCarriry. Pardon me, Mr. Chairman. 

Senator Hory. Now, give us the payments made to Max Siskind. 
Instead of giving all of the dates, if you would tell us how much was 
paid, the amounts from a certain date to a certain date, that will be 
all right. 

Mr. Sranuore. Well, the first check was dated May 15, 1949, for 
$250. 

Senator Hory. All right. Now, state whether or not for each sub- 
sequent 2 weeks or about 15 days checks were issued until—what 
date ¢ 

Mr. Srannorr. They were sent through until June 30, 1951, from 
this record; but since that time we sent a check out on July 15. 

Senator Hory. All right. Now, those checks were all for $250 
apiece ¢ 

Mr. Stannore. I am sorry. I said July 15; continued through 
September. 

Senator Hory. September 15? 

Mr. Sranuope. Fifteen. 

Senator Hory. In other words, Mr. Siskind is still on the payroll? 

Mr. Sranuore. That is right. 

Senator Hory. At $500 a month ? 

Mr. Stanuore. That is right. 
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Senator Hory. And the checks to which you have referred cover 
the payments made to him from the first date on down and up to and 
including Se ptember 15% 

Mr. Srannope. That is right. 

Senator Hory. And the total is what, up to this date? 

Mr. Strannorr. Well, I can count them. 

Well, there will be 3014 months, and it would be $15,250, I believe. 

Senator Hory. Up until this date of September 15? 

Mr. Stannorr. That is right. 

Senator McCarruy. $15,000 and what ? 

Mr. Sranwope. And $250. 

Senator Hory. Now, does that include the $250 that Mr. Boyle 
turned over to Mr. Siskind ? 

Mr. Stanuope. No. 

Senator Hory. It exceeds that ? 

Mr. Stannopre. It exceeds that. 

Senator Horry. All right. And Mr. Siskind is still on the payroll? 

Mr. Stannorr. That is right. 

Senator Horry. At this date? 

Mr. Stannore. That is right. 

Senator McCarrny. May I interrupt, Mr. Chairman? I believe 
that the press would like to hear the testimony. 

Mr. Stanhope, the press would like to hear what you are saying and 
I do not think they can hear you. Will you try to speak a little louder ? 

Mr. Stannore. O. K. 

Senator Hory. Will you now give us any payments which your 

company made to Mr. James Finnegan? 

Senator Nrxon. Before we leave Siskind, may I ask that photo- 
static copies of those checks—— 

Mr. Fuanacan. They were placed in the record, we have those. 

Senator Nrxon. May I see the copies of the checks to Mr. Siskind? 

Senator Hory. Will you proceed now to give us any payments 
made to James Finnegan either to salary or expenses ? 

Mr. Srannopr. Well, Mr. Chairman, that would be on two different 
records and it may be—I do not believe I have both those records here. 

Senator Hory. Well, give us what you do have. 

Mr. Stannopre. All right. 

Senator Nixon. Excuse me, Mr. Chairman, could I clear up a point 
on Mr. Siskind ? 

Senator Hory. Yes. 

Senator Nrxon. I note in looking over the copies of these checks 
that apparently there were two checks dated on May 15, 1949, and one 
on June 15, 1949. I note they are made to Mr. Sam Siscon. Who is he? 

Mr. Stannore. Well, that was an error on our part. 

Senator Nixon. Whose part ? 

Mr. Srannorr. Well, on my part, in misunderstanding a telephone 
conversation. 

Senator Nrxon. Will you describe the telephone conversation ? 

Mr. Sranuore. Well, the way I remember it was this, that the pay- 
ments that previously had been made to Mr. Boyle should be made to 
Sam Siscon. 

Senator Nixon. Well, now, just say what happened. IT mean, how 
did you remember that, how can you remember it—give us who said 
what and to whom and when? 
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Mr. StanHorr. Well, [ cannot tell you the date. 

Senator Nixon. Well, as nearly as you can remember—was it at or 
about the time you started to change these checks, it then you 
had a conversation with somebody / 

Mr. Sranuore. My recollection—— 

Senator Nixon. A conversation in which you were told to change 
the checks. Now, what occurred in that conversation and whom was 
it with? 

Mr. STANHOPE. 
me. 


W as 


My recollection is it was Mr. Blauner that called 
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STANHOPE. 
Senator Nixon. 


And you do not remember what that date was? 
No. ‘ 

Where were you at the time ? 

I was in the St. Louis office. 

Where was the call coming from ¢ 

I am pretty sure from the Washington office. 
By Mr. Blauner / 

R. J. Blauner. 

President of the company / 

President of the company. 


All right. What did hes 


say and what did you say 


Well, he simply told me the checks should be m: os 


Sam who? 
Siscon, the way it is—— 
You mean S-i-s-c-o-n ? 
Yes. 
That is your memory of what Mr. Blauner told 
That is right. 

That you should make the checks out to Sam Siscon / 
That is right. 

Did you ask him for the spelling of the name ? 

No. 
that time? 

I did not. 

You are the comptroller of the company / 

Yes, sir. 

And you write all the checks ? 

Yes, sir. 


Senator NIxon. 

Mr. STaNuHope. 

Senator Nixon. You did not ask him for the spelling of the name? 

Mr. Stannope. No; I did not ask him for the spelling for the name 
because I thought I understood it. 

Senator Nrxon. You thought you understood it ? 

Mr. Srannope. That is right. 

Senator Nrxon. That is to say, apparently you misunderstood be- 
cause he said “Sam Siscon,” and you remember that so well that you 
did not even bother to ask him the name—— 

Mr. Srannore. That is right. 

Senator Nixon. And that is why you did not ask him how to spell it, 
because that is expressly what he said ? 


Is that an unusual name and— 
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Mr. Stanuore. That is what I understood. 

Senator Nrxon. Otherwise, if you had any doubt about it, you 
would have asked him to spell out the name ? 

Mr. Stanuore. Yes, I would. - 

Senator Nixon. And you, as the comptroller of the company, did 
not ascertain the spelling and those three checks were made out to 
“Sam Siscon,” were they not ¢ 

Mr. Srannore. That is right, whatever the number was. 

Senator Nixon. When did. you finally find out it was Max Siskind ‘ 

Mr. Sranuore. Well, there was a memorandum from Cecil Green 
in the Washington office, telling me the correction should be made. 

Senator Nrxon. Cecil Green ¢ 

Mr. Srannore. That is right. 

Senator Nrxon. Do you have that memorandum here? 

Senator Munpr. | wonder if you will read it to us. 

Senator Nrxon. While he is ‘searching for the memorandum, let 
me say for the record that in looking at the endorsements on the 
checks, they are endorsed, “Sam Siscon,” each one of them, and then 
there is a stamp underneath, “For the deposit of Max Siskind.” The 
written endorsement is “Sam Siscon.” 

All right, now what about the memorandum? Do you have that! 

Mr. Srannope. Yes: I have the memorandum. It is dated June 

1949. 

Dwar Mr. STANHOPE: On the account of William Boyle, I am sure I advised 
you in the past that the name on the checks should be made “Mr. Max Siskind” 
and not “Sam Siscon.” 

Senator Munpr. Could I see that? 

Senator McC arruy. Show it to him. 

Mr. Srannore. Yes. 

Senator Munpr. There was not a man named Sam Siscon ? 

Mr. Srannope. No. 

Senator Munpr. You thought there was and he signed that name 
on the check. It does not show, “Sam Siscon for Max Siskind.” | 
just says, “Sam Siscon,” for the deposit or account of. 

One question, Mr. Chairman. 

Senator Horr. Yes. 

Senator McCarrny. I note that it says here: 

I am sure I advised you in the past the name on the back should be made “Max 
Siskind” and not “Sam Siscon.” If you will be kind enough to change this it 
certainly will be appreciated. 

Am I correct that at that time you considered that as Boyle's 
account ¢ 

Mr. Srannore. That is what it so states; yes. 

Senator Nixon. And apparently Mr. Green considered that, be 
cause he wrote the memorandum / 

Mr. Srannopr. He wrote the memorandum. 

Senator McCarruy. So, when you testified there was $1,500 paid 
to Mr. Boyle directly, you still understood that this tari be paid 
to the account of William Boyle? 

Mr. Srannorr. That is right. 

Senator Munpr. It says, “William Boyle to account of”—it is his 
account——— 
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Senator Nrxon. Well, now, when you had this telephone call with 
Mr. Blauner about making these checks out to Sam Siscon, that had 
been on the Boyle ——— is that the recollection you have / 

Mr. Srannore. I do not think there is any 

Senator McCarruy. May I interrupt? The balance of the mem- 
orandum should be in the record alse. It is entitled. “To Mr. Stan- 
hope,” from Washington, June 21, 1949, “Subject, William O. Boyle 
account.” It has Cecil A. Green, signed, and a typewritten “Cecil A. 
Green,” and in the lower left-hand corner “CAG.” 

Senator Hory. That will be incorporated in the record. 

(The memorandum referred to will be found in the files of the 
subcommittee. ) 

Senator Nixon. May I ask one other question and then I will be 
through with this line of questioning ¢ 

Senator Horry. Yes. 

Senator Nixon. Do you have the checkbook, the stubs ? 

Mr. Srannope. No. 

Senator Nixon. Where are they ? 

Mr. Strannorr. When I show you the checks—well, we do not use 
any stubs. 

Senator Nrxon. You do not use stubs? 

Mr. Srannorr. We do not use stubs. 

Senator Nixon. Where is the double entry covering these checks. 
I mean, where does it indicate the account; where is that 4 

Mr. Srannorr. Well, it would be—on those payroll checks there 
would be no double entry excepting distribution of the payroll at the 
15-day intervals. 

Senator Nixon. What record do you have in the books of the 
company. either in the form of a ledger or in the form of another 
record indicating what this account was that you were paying these 
moneys out on? 

Mr. Srannopr. We had the regular bookkeeping at that time the 
ledger sheets—the moneys paid out to Mr. Boyle were charged to his 
account and the moneys paid to Mr. Siskind were charged to his ae- 
count and 

Senator Nixon. Was that recorded in the Boyle account at the 
time these checks were being paid out ? 

Mr. Stannorr. No. No; we handled a separate account for each 
individual. 

Senator McCarruy. May I interrupt? The note that you got from 
Cecil Green was a considerable period of — after you quit making 
payments directly to Boyle and referred to the sovle account, which 
was carried in your books also as the Bovle account: was it not 4 

Mr. Stannorr. No; it was not the William Boyle account, it was 
a separate ledger page and when we started making payments to 
Max Siskind, we started a separate ledger and charged him. 

Senator McCarruy. Both vou and Green considered the Siskind 
payments as payments to the Boyle acount; is that right ¢ 

Mr. Srannorr. Well, that is right; but of course I am interested 
in the accounting end of it and as far as I am concerned personally | 
consider that as accounting treatment, that is the way I consider 
it-—— 

Senator Munpr. What did you do with this ledger when you dis- 
covered there was no such name as Sam Siscon / 
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Mr. Srannore. Well, we left the account—I am not sure whether 
the ledger sheet shows “Max Siskind” or “Sam Siscon,” but we carried 
it on as a continuation of the same acount, the way it was opened up. 

Senator Nixon. He cashed the checks, anyway. 

Mr. Srannorr. That is right. 

Senator Hory. Any further questions / 

Senator McCarruy. I will have some more, but on a different 
point. 

Mr. FLanacan. Mr. Stanhope, on the books and records of vour 
company at that time how did you carry the payments to William 
Boyle? Did you carry them as legal fees or salary / 

Mr. Srannorr. No; we did not. We charged those—we have a 
ledger account called “Commissions payable.” We charged these 
payments and the detailed ledger card carries it under the commis- 
sions-payable control. 

Mr. Fuanacan. It was carried as a commissions under the control, 
then, to Mr. Boyle—— 

Mr. Srannorr. Well, those payments—you see. in this commis- 
sions-payable ledger, we have payments and drawing accounts to 
salesmen and we have all payments for those individuals whose names 
appear in this control as a debit item, in this commissions-payable 
ledger and—— 

Mr. FuanaGan. Do you have any place in your books for legal fees? 

Mr. Srannore. Oh, yes. 

Mr. FranaGan. Was this under “Legal fees” / 

Mr. Sranuore. No; it was not under “Legal fees.” 

Mr. Puanacan. Why did you not put under “Legal fees” ¢ 

Mr. Sranuore. Well, we have this accounting treatment—for items 
which we want the division to stand the expense of, charge them 
against this commissions-payable ledger. 

Mr. Fuanacan. And what division is charged against in this com- 
mission’s account ¢ 

Mr. Srannorr. Well, in this instance it would be the Washington 
office. 

Mr. Fuanacgan. And carried as commissions / 

Mr. Srannorer. Well, it is not commission, it is the total of the 
money ps 11d—— 

Mr, FuanaGan. Did you ever consider them as commission ¢ 

Mr. Stannorre. No; not as commission ; no. 

Mr, Fuanacan. How did you handle the Siskind payments? 

Mr. Sranuorr. The same way. 

Mr. Fuanacan. The same way / 

Mr. Srannore. The same way; yes. 

Mr. Fianacan. In the commission’s account ? 

Mr. Srannore. That is right. 

Senator Munpr. Well, why charge that to the Washington account 
when he was in St. Louis or Kansas City ¢ 

Mr. Srannore. No; they were the Washington representatives. 

Senator McCarruy. Did you at that time ‘have any other firm of 
attorneys working for Lithofold 4 

Mr. Srannorr. Yes, we had. 

Senator McCarruy. And you carried them, the names of the other 
law firms under what? 

Mr. Stanuore. We carried them—— 
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Senator McCarruy. Under commissions / 

Mr. Sranuorr. As legal fees. 

Senator McCarruy. Legal fees / 

Mr. Svranuore. Legal fees; that is right. 

Senator McCarruy. Well, then, you must have had some reason 
for carrying the payments to Boyle and Siskind as commissions / 

Mr. Sranunore. That is right. 

Senator McCarrny. And those payments were not for legal services 
but rather for getting business from the Government 

Mr. Srannope. Well, I will answer it this way, that the legal serv- 
ices Which we have on our books are principally St. Louis services 
which we use for legal services in St. Louis, and, therefore, we have a 
general administrative account where we charge 

Senator McCarrny. Let me ask you this: Did you consider at any 
time that you were hiring Mr. Boyle or Mr. Siskind to render legal 
services, the services a lawyer normally would perform ? 

Mr. Srannore. Well, actually 1 did not know, personally. 

Senator McCarruy. You had no information to indicate at 
time that either Siskind or Boyle was performing 
a lawyer normally performs ‘ 

Mr. Sranuiope. I had—I know no knowledge. 

Senator Nixon. Well, did you, as comptroller, know of any legal 
services that either of them performed in order to earn—— 

Mr. STrannope. You see, that would not necessarily hold true, if 
they performed services for the Washington division. 

Senator Nixon. You mean, the Green division. 

Mr. Stannorpr. Well, that is right, our Washington office 

Senator Nixon. Just a moment, by “Washington office,” 
the one that Green operated / 

Mr. Srannore. Well, it is not my underst: —s that he operates 
the Washington office, as being in charge of 

Senator Nixon. Who is in ch: arge ¢ 

Mr. Stanuorr. Well, Mr. Sims is in charge at the present time. 

Senator Munpr. Well, who was in charge at that time? You say 
that Sims is in charge at the present time. Who was in charge at the 
time in question ¢ ¢ 

Mr. Stannorr. Well, frankly, I don’t know, because at that time 
Mr. R. A. Blauner was with the company at sometime during that 
interval, but whether or not he had—well, at this particular time I 
don’t know whether it was before Mr. Blauner left or before Mr. Sims 
came, without looking up some dates—I wouldn't know. 

Senator Munpr. Was not Mr. Blauner in charge of the Washington 
office until Mr. Sims took charge? 

Mr. Srannopre. I don’t think so. 

Senator Munpr. Who was? 

Mr. Sranuore. A fellow by the name of George A. Deering for 
awhile, and Green was there for awhile, too, but whether 
were in there as individual 

Senator Munpr. Well, these were people that were, at different dates, 
in charge—Blauner for awhile ¢ 

Mr. Srannope. That is right. 

Senator Munpr. And Green for awhile—after Blauner, 
awhile? 

Mr. Stannore. That is right. 
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Senator Munpr. And then Green for awhile? 

Mr. Srannore. I am not sure whether Green was in charge any 
time. I am not sure. 

Senator Munpr. He was in the Washington office but you do not 
know whether he was in charge or not ? 

Mr. Srannope. That is right. 

Senator Munpr. And Sims? 

Mr. Srannwope. That is right. Now, that is my recollection. 

Senator Munpr. So, as you remember, at different times three of 
them were in charge and Green was never in charge, you think 

Mr. Stannore. That is right. 

Senator McCarruy. The company had been losing money prior to 
the time that the RFC loan was made; is that correct? 

Mr. Srannore. That is right. 

Senator McCarrnuy. Then Boyle was put on the payroll and Siskind 
was put on the payroll and the ‘RFC loan was granted and the Gov- 
ernment business increased very greatly ; is that correct, for Lithofold ? 

Mr. Srannore. Well, I would. disagree with the business increasing 
a great. deal until after the Korean situation. 

Mr. Fuanacan. I might state this, Senator, that we will get that on 
the record—the actual business sold. 

Senator McCarruy. Let me ask you this: Did you consider you 
were paying Boyle and Siskind in connection with the RFC and 
Government business, or did you think they were performing legal 
se rvice? 

Mr. Srannorr. Well, my own—I wasn’t advised one way or the 
other, whether or not—how they were working. 

Senator Hory. To clarify the situation, you did not have any contact 
with either one of them ¢ 

Mr. Stannore. No, sir. 

Senator Hory. And you did not have any conversation about their 
employment ? 

Mr. Stannore. That is right. 

Senator Hory. Mr. Blauner just said that they were to be paid so 
much, and you 

Mr. Sranuore. That is right; that is it. 

Senator Horry. And he did not tell you at the time what services 
they were to contribute? 

Mr. Srannore. He did not. 

Senator Hory. And so you listed their names just as you listed a 
good many other names under overhead, commission 

Mr. Stannope. That is right. 

Senator Hory. Which we will come to a little bit later. 

Senator Munpr. Regarding that same point, if I may have just 
a moment. You say you had a firm of St. Louis attorneys. What 
was the name of that firm? 

Mr. Stannore. Well, the present one, I believe, is Green, Hennings 
& Evans. 

Senator McCarruy. May I inquire whether from the details = 
handling the company business as the comptroller, you can tell 1 
whether or not those fees that you paid to that firm were greater or 
smaller than the $500 a month that was given to Mr. Siskind ? 

Mr. Stannore. They were smaller. 
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Senator McCarrny. Smaller 
Mr. Stanuore. That is right. 
Senator McCarruy. Well, will you tell us, was the business in the 
St. Louis officer greater or bigger than in the Washington office—that 
yas the home office, St. Louis? 
Mr. Sranuore. Of course, that was based on the legal services 
required 
Senator McCartuy. I understand that. What I am trying to 
find out is which office was more active, the Washington office, the 
central office, or the St. Louis office, the home office. 
Mr. Sranuore. Well, the St. Louis office was the home office. 
Senator McCarrny. And if there were legal problems obviously 
more of them would be in the home office—— 
Mr. Srannope. Well, I don’t know those, but—— 
Senator McCartruy. Well, do you know of any legal problems in 
any other office ? 
Mr. Sranuope. Not at this time. 
Senator McCarruy. So, you were paying attorneys in Washington 
under the heading “Commissions” and you were also paying a month- 


ly salarly or retainer for fees for attorneys in the local home office, for 
legal fees; is that correct? 


Mr. Srannorr. That is right. 
Senator Munpr. Was the firm of Green 
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: legal firm at the time the RFC loan was made / 

Mr. Stannope. Yes, sir. 

. Senator Munpr. They have been your attorneys, how long / 

Mr. Stanuore. Well, they were our attorneys when I came into the 
company, I understand. 

Senator Munpr. And what is the monthly or annual payment ? 

Mr. Srannope. It is $400 a month at the present time. 

: Senator McCarruy. What was it at the time you were paying Boyle 
$500 a month, if you remember ? 

Mr. Srannore. Well, it was less than that, but I don’t know whe- 
‘ ther it was $175, or some such figure. ; 

Senator McCartuy. Mr. Stanhope, can you give us any idea of the 

number of Polaroid cameras that the company purchased / 
Mr. Srannopre. I think I have that record somewhere. 
y Senator McCarruy. How many were there / 

Mr. Srannore. Somewhere in he neighborhood of 25 or 30. 

; Senator McCarruy. And how many hams? 
. Mr. Stannope. There is no record of that. 

Senator McCartuy. No record ? 

Mr. Srannope. I have no record; that is, no analysis. 

Senator McCartrny. Well, how would that be listed—take the pet 
me fume, the hams, the cameras—how are they listed in the areal 
“ Mr. Sranuorr. They were all charged to selling expenses to the 
" division which got them. , ; 
>" Senator Hory. When you were speaking a little while ago about the 
f fee to the lawyers in St. Louis, did you pay a retainer and then pay 
them for services rendered, or did the retainer cover everything ? 

“ Mr. Stannopr. No; we paid them additional fees. 
) 





Senator Hory. For services? 
Mr. Srannopr. For services rendered. 
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Senator Horry. You paid so much for retainer and paid additional 
fees for services, is that right? 

Mr. Stanuore. That is right. 

Mr. Fianacan. Do I properly understand, then, Mr. Stanhope, 
as far as Boyle and Siskind payments were concerned, you charged 
them for accounting control purposes as commission ¢ 

Mr. Sranuorr. We carried them in control as for that purpose, 
that is right. 

Mr. Fuanacan. Did you ever indicate otherwise that they were 
eT ae sales commission ? 

Mr. Sranuore. No. 

Mr. FLANAGAN. I have here a letter of June 23, 1949, addressed to 
Mr. J. E. Barton of the RFC, St. Louis, Mo., signed by yourself and 
the letter states as follows: 

Enclosed herewith is the financial report for the company as at May 31, 1949. 

The records are maintained in accordance with good accounting practices, and 
the statement reflects conditions as they appear on the books of the company. 

Attached is a letter dated June 17, 1949, addressed to the RFC at 
St. Louis and signed by yourself, which states as follows: 

Attached hereto is a list showing advances to salesmen also the commissions 
earned and credited, as well as commissions on orders unshipped. 

And then you detail the balance sheet, that is shown and on your 
list attached, on page 3 of that list I see the name of William O. Boyle, 
debit of $1,500, and I see Mr. Max Siskind, or “S. Siskind,” a debit of 
$500, which makes a part of a total of $29,000 paid to all your other 
salesmen, which you indicate in this letter are advances to salesmen. 

Now, why did you report to the RFC that these men were salesmen 
and received salesmen’s commission ¢ 

Mr. Stannore. May I ask, what is the date of that memorandum ? 

Mr. FLanaGan. June 17, 1949. 

Mr. Srannuorr. Well, here is the reason for that. I call it a treat- 
ment, which I could possibly make more clear. 

We had in closing the $80,000 loan with RFC, we had an agreement 
with them that the deposits of commissions earned in the Washington 
office, the New York office, and the Chicago office—and these moneys 
paid to Boyle and Siskind and everyone else on that list were charge- 
able against those commissions earned rather than charged to the 
overhead of the corporation, whether that is charged as legal expenses 
or otherwise, so that is why. 

In other words, the purpose of this commission override, the over- 
ride account is—it shows commissions credited to the Washington 
office and deductions of the expenses which Mr. Blauner instructed us 
to charge against the Washington office. 

As I say, , subsequent to that the RFC and ourselves had an agree- 
ment as to the distribution of those funds or moneys paid out as ‘defi- 
nitely chargeable against these commissions credited. 

Mr. FranaGan. You had the agreement with RFC to change that 
procedure 

Mr. Stannors. We changed that procedure only at this time, I 
believe, when we paid out the last loan in full. 

Mr. FuanaGan. That would be in August 1950? 

Mr. Srannorr. That is right. 

Mr. Franacan. But I still cannot understand—— 
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Senator Munpr. What was the date of that? 

Mr. Fuanaaan. I still cannot understand, regardless of accounting 
theory or accounting treatment, why you would tell the RFC they 
were advances to salesmen. You do not tell them that this was some 
accounting record used in your office, you just say, “These are the 
advances that we are giving to salesmen.” 

Mr. Sranuope. That is ‘right. 

Mr. Fianacan. And you show $1,500 to Boyle at that point, and 
$500 to Siskind. 

Mr. Sranuore. Well, you see, my letter isn’t—it doesn’t go into 
details as to all those individuals that appear on there, but in previous 
correspondence—I mean, previous discussion with the RFC and in 
their specific agreement, Siskind and Boyle and Green, those individ- 
uals were to come out of the distribution. 

Senator Munpr. Let me see if I understand this accounting treat- 
ment. You had an account which included administrative expenses, 
is that correct ¢ 

Mr. Srannore. That is right. 

Senator Munpr. Such as the president’s salary and your salary 
and attorney fees in St. Louis—administrative expenses. 

Mr. Srannopre. That is right. 

Senator Munpr. Then you had various offices around the country, 
one of which was the Washington office. 

Mr. Sranuore. That is right. 

Senator Munpr. And this letter deals with the expenses of the 
Washington office. 

Mr. Srannopre. That is right. 

Senator Munpr. And those expenses in the Washington office were 
listed as expenses of procuring business; commissions against income. 

Mr. Srannope. That is right. 

Senator Munpr. It was a list of the expenses involved in selling, 
whether commission or whatever you had to do to get the business ? 

Mr. Srannorr. Which was chargeable against the Washington 
office as commission. . 

Senator Munpr. Chargeable as commission against the Washington 
office. 

Mr. Srannore. That is right. 

Senator Munpr. And whatever names you read, Siskind and Boyle, 
and so forth, those were advances made for their efforts, whatever 
they were, in procuring james for the company ? 

Mr. Srannorr. That is right. 

Mr. FLANAGAN. Mr. Stanhope, you are an accountant, are you not ¢ 

Mr. Srannope. Yes, sir. 

Mr. Franacan. Well, under ordinary accounting procedure, would 
not legal fees be carried under overhead ? 

Mr. Stannore. That is right. 

Mr. Firanacan. Then why did you do it differently in your com- 
pany ¢ 

Mr. Stannore. Well, because we have always followed this practice 
or treatment. 

Mr. Fianacan. I know you follow that practice, but why? 

Mr. Srannorr. Well, because it is management’s wish that it be 
done that way. But on the other hand, it is not contrary to good 
accounting practice. 
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Mr. FLanaGaNn. But you just testified a minute ago that it was nor- 
mal accounting practice to carry legal fees as overhead. 

Mr. Sranuore. That is right, under certain circumstances, but un- 
der other circumstances it is not. 

Mr. Fianacan. Can you tell me any circumstances in which normal 
legal fees would not be carried as overhead ? 

Mr. Sranuore. Well, I will cite this one right here. There is no 
reason for charging it as overhead at all, you see. 

Mr. Fianacan. Were they to render services to the corporation in 
St. Louis or merely services to the office in Washington ? 

Mr. Srannopr. According to our treatment they rendered services 
at the Washington office 

Senator McCarruy. Never mind your treatment. Where were 
they rendered, those services, if you know ? 

Mr. Srannore. Well, I don’t know. 

Senator McCarruy. Let me ask you, as an accountant, you did not 
consider Boyle and Siskind as your lawyers, you considered them as 
your agents to help you get business and an RFC loan; is that not 
the reason you carried it this w ay! 

Mr. Stannore. Well, not to my knowledge. In other words, I had 
no knowledge of what services they were to render. 

Mr. Fianacan. Did you take any part in the preparation of your 
REC application for loans in 1949? 

Mr. Srannore. Well, frankly, I had forgotten all about it, but it is 
in my handwriting, so—— 

Mr. Fianacan. In that application, am I correct in assuming that 
there is one question concerning payment of legal fees; that is, you 
have to answer a question about legal fees / 

Mr. Stanuorr. Yes, sir; in connection with payment of the lawyer. 

Mr. FLANAGAN. Do: you recall what you said? 

Mr. Srannore. Well, I am sure that our St. Louis firm of Green, 
Hennings & Evans were the legal counsel who prepared the papers for 
obtaining that loan. 

Mr. Fianacan. To your knowledge did Mr. Boyle or Mr. Siskind 
have anything to do with the preparation of the application for the 
loan ? 

Mr. Srannorr. To my knowledge absolutely none. 

Senator Nixon. Did you indicate on the application that Mr, Boyle 
was receiving legal fees / 

Mr. Srannore. I don’t think so. 

Senator Nrxon. You did not indicate that? 

Mr. Stannorr. No; Iam sure he did not. 

Senator Nixon. And that was a misstatement on the application ’ 

Mr. Sranuore, No, I don’t think—— 

Senator Nixon. Well, then, your testimony is that he was rendering 
legal services— 

Mr. Sranuore. No; our testimony was this, that Mr.—that the law 
yers in St. Louis, Green, Hennings & Evans, were the only lawyers 
we employed in getting this loan application before the RFC. Now, 
I don’t know the exact wording of that document we signed, but my) 
memory is that was what it said. 

Senator Nixon. And your testimony is that Mr. Boyle did not ren 
der legal services in getting the loan ? 

Mr. Sranuore. That is right. 
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Senator Nrxon. That is, any services rendered in getting the loans 
were other than legal ? 

Mr. Sranuorr. That is right, they were not legal. 

Senator Munpr. What isthe date of making the application ? 

Mr. Srannore. What date? 

Senator Munpr. Yes. 

Mr. Srannorr. Maybe I can find it. You are talking about the 
$565,000 loan, are you not 2 

Senator Munpr. The date that you listed your attorneys’ firm in 
St. Louis as your legal company in preparing the application. 

Mr. Sranuiore. Gentlemen, my copy of this particular document 
you are referring to is not dated although the application for the 
loan was dated July 6, 1949. That is, my copy of it shows that date. 

Senator Munpr. July 6, 1949—you had made an earlier application. 

Mr. Srannorr. No—wait a minute, I have the wrong loan. 

No; that is correct, July 6, 1949, that is the date that my papers show 
as being the date of the application. 

Mr. Franacan. Will you speak up, we cannot hear you. 

Senator Munpr. You had made an application for an RFC loan 
prior to July 6, 1949, had you not ? 

Mr. Srannorpe. Yes, sir. 

Senator Munpr. And what was the date of that earlier applica- 
tion ¢ 

Mr. Srannorer. November 19, 1948. 

Senator Munpr. November 8? 

Mr. Sranuorr. No, November 19. 

Senator Munpr. November 19, 1948, I see. Now, will you turn to 


the place in the application where it asks about attorneys and read 
what you wrote. 

Mr. Sranuorr. Well, the exhibit E of it. on one of the RFC forms. 
reads : 


Agreement as to compensation for services rendered or to be rendered to 
applicant in connection with application and/or loan * * * in consideration 
of making the loan by RFC to applicant the undersigned having been retained 
by applicant for the purpose of rendering professional and other services in 
connection with the application to the RFC for loan here represents to the 
said RFC that the undersigned has not made any agreement with the applicant 
to be paid * * * directly or indirectly any bonus, fee, or commission in 
any form in connection with said application or for the obtaining of the loan 
applied for by the applicant or any compensation in any form for services 
rendered or to be rendered in connection therewith except for the service and 
in the amount stated below— 


and below that it reads “none.” 

Senator Munpr. And who is listed as the attor ney ? 

Mr. Stannorr. Well, we gave them an affidavit as to the amount of 
moneys paid to Green, Hennings & Evans for the handling of this 
loan. 

Senator Munpr. Do you have that affidavit here? 

Mr. Srannorr. No, I don’t. Well, maybe I can find it. 

Well, that affidavit was prepared by Green, Hennings & Evans and 
shows the amount of legal services they charged us for handling that. 
Now, this is the November 19, 1948, loan application. 

Senator Horry. What does it show? 


Mr. Stannore. It shows Green, Hennings & Evans’ legal fees in 
connection with the loan, $350. 
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Senator Horr. The letter dated June 23, 1949, from Mr. Stanhope 
to the RFC in St. Louis and the attached letter of June 17, 1949, and 
the tabulations attached will be exhibit 17. 

(The documents referred to were marked “Exhibit No. 17” and 
may be found in the appendix on p. 1228.) 

Senator Munpr. You made out a similar application and affidavit 
for the other application of July 6? 

Mr. Stanuore. That is right. 

Senator Munpr. And in neither of those did you list the names of 
Boyle or Siskind as a firm or individually ? 

Mr. Stannore. No. 

Senator Munpr. Despite the fact that he was on your payroll draw- 
ing $500 a month ? 

Mr. Sranuore. That is right. 

Senator Munpr. So he was on your payroll at that time and draw 
ing $500 a month and he was not there as a lawyer when you filed this 
report to the RFC ? 

Mr. Srannuore. That is right. 

Senator Munpr. And he was not the lawyer that prepared this 
affidavit 

Mr. SranuHorr. Well, now, if I understand, this affidavit, by the 
way, too, is not in connection with the application but actually in the 
closing of the loan itself. It is one of the documents 

Senator Munpr. That is right; it goes far beyond, if I understood 
what you read, beyond simply the preparation of the application, 
soliciting the loan and making your presentation and it talks about 
fees and lawyers—— 

Mr. Stanuore. But, sir, there was another point that I wanted to 
make—— 

Senator Munpt. And so Mr. Boyle received $500 a month and in 
your report to the RFC in connection with the loan he is not listed 
on that affidavit by you as attorney ? 

Mr. Stanuore. That is right. 

Mr. Munpr. So, he must have been functioning down here then 
in some extra legal capacity ; by that I mean extra lawyerlike capacity 
not necessarily legal, he was not functioning as your attorney and you 
had not put that in your affidavit. 

Mr. Stannore. No. 

Senator Hory. Well, in order to get this straight, what was the 
date of that affidavit for the last one in July 1949? 

Mr. Stannore. Well, if I can find 

Senator Hory. And on neither one of those occasions, no checks 
were being paid to Mr. Boyle or Mr. Siskind, I mean, on these dif- 
ferent dates—when you made the first affidavit in November 1948, Mr. 
Boyle was not on your payroll? 

Mr. Stanuore. That is right. 

Senator Hory. Mr. Siskind was not on your payroll ? 

Mr. Stannope. That is right. 

Senator Horry. Now, when you made your affidavit in July 1949, 
Mr. Boyle was not on the payroll? 

Mr. Srannore. That is right. 

Senator Horr. Mr. Siskind was? 

Mr. SraNnore. That is right. 
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Senator Hory. All right. I just wanted that straightened out; 
we want the facts. 

Mr. FuanaGan. Mr. Stanhope, referring back to that letter I read 
from a few minutes ago, did anyone in the RFC office at St. Louis 
instruct you to carry Boyle : and Siskind as commission men at that 
time ? 

Mr. Stannope. I don’t remember that they did, no. 

Mr. Fianacan. Did anyone in the RFC office know that Boyle 
or Siskind were receiving other than straight commissions from 
you ¢ 

Mr. Stannore. Well, I don’t know what they did know. 

Mr. Firanacan. Did you have any discussions with anybody in the 
RFC concerning that matter ? 

Mr. Stanuopr. I don’t remember any discussions in any office on 
names on the list as being paid money which would apply against 
this commission account— 

Mr. Franacan. Well, did you get permission from anyone in RFC 
to put this under commission rather than ¢ arrying it as overhead ? 

Mr. Stanuore. No, I did not think it was necessary. We were dis- 
cussing it and they knew i it, that names were included, the individuals 
who were being paid money. 

Mr. Fuanacan. Did they know what Mr. Boyle and Mr. Siskind 
were getting paid for at that time ? 

Mr. Stannope. I don’t know that they did. I don’t know. 

Mr. Fuanacan. Well, is it reasonable to assume, from reading the 
letter itself, would you not think that they were getting straight com- 
mission payments; anyone would assume that, would they not ? 

Mr. Stanuorr. No, not necessi arily. 

Mr. Fuanacan. Well, wouldn’t anybody reading that letter assume 
Mr. Siskind and Mr. Boyle were being paid commissions from your 
company on the sale ? 

Mr. Srannore. They would, except for the fact we discussed it 
with them personally. 

Mr. Fuanacan. With whom? 

Mr. StanHore. With the RFC, so that—— 

Senator Munpr. With whom specifically did you discuss that, with 
what official, in your capacity as comptroller? 

Mr. Stannore. Well, I couldn’t tell you that, either, because ac- 
tually I was in and out 

Senator Munpr. You mean, if you had not done it, then somebody 
else may have done it; or you did not talk to them? 

Mr. Stanuore. You see, here is what happened in that RFC loan: 
We were down there continually getting the details of this loan worked 
out. The loan had been passed and we were down there getting the 
details worked up. They had given us a loan and there were—what 
would you call it—conditions. We were working them out over a 
period of probably a month or so, but I don’t know whom we talked 
with. 

Mr. Fuanacan. This letter referred to, which was dated June 17, 
1949, was after you had the first loan and before you got the second 
loan ? 

Mr. Stanuore. Yes, but I am talking about these conditions. The 
first loan was granted in March. 
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Mr. FLANAGAN. What I am trying to develop here is, What did you 
tell the RFC eens and Boyle were for ? 

Mr. Srannopr, I don’t know. 

Mr. Fianacan. Did you tell somebody in the RFC they were ac- 
tually not receiving commission but were in effect being paid legal 
fees ? 

Mr. Stannore. Well, frankly, I don’t know whether I told them 
anything. 

Mr. FLtanacan. Do you recall any discussion with anybody in RFC 
regarding Mr. Boyle or Siskind in 1949? 

Mr. Stanuoprr. I don’t remember any conversation. 

Senator Munpr. And as far as you know, right or wrong, the only 
thing RFC could assume from that letter was that they were being 
paid a commission against sales ; that is what you wrote them. 

Mr. Srannopr. Ye es; but, see—here is the difference, though. What 
I am saying is that the RFC wrote an agreement which we signed 
in connection with the distribution of these commissions and that was 
a part of the first loan application, in granting the loan. 

Now, what I am trying to say isthis: That they understood the con- 
ditions, they understood what we were talking about when we referred 
to “commissions”—but I do not know the particular date or partic- 
ular time or particular place when we discussed or with whom we dis- 
cussed these points. 

Senator Munpr. Well, will you tell us what they were supposed to 
understand about Siskind and Boyle? 

Mr. Srannore. Well, I am not absolutely positive that they under- 

stood anything about them, except 

Senator Munpr. Are you positive you understand what they were 
supposed to be doing ? 

Mr. Sranuore. No; I don’t know what they- 

Senator Munpr. And since you could not have told them unless you 
understood it, no wonder there is doubt. 

Mr. Srannorr. Well, that could be true, too. 

Senator Nixon. Mr. Chairman, may I ask a question on that point ? 

Senator Hory. Go ahead. 

Senator Nixon. I think that I can probably help to clear this up 
and it will just take a moment, and it is for your own interest, because 
obviously, I mean, you had a lot of business and transactions to go 
through here and you cannot be expected to recall all of these little 
individual conversations. 

Now, you recall, of course, the entries that were made out under 
your direction. Ihave herea photostatic copy of the letter. 

Mr. Stanuore. That is right. 

Senator Nrxon. Now, as a matter of fact, neither Mr. Boyle nor Mr. 
Siskind were carried as attorneys, were they—you did not even con- 
sider them as Sore s, did you? 

Mr. Stannopre. I did not. 

Senator Nixon. And they were, in fact, as far as you were con- 
cerned, salesmen, and, reading from your records, from the commis- 
sion lec lger—and these are your records, Mr. Stanhope, not mine—here 
it says, “Commission ledger,” and then the term “salesmen,” and im- 
mediately after that, “William O. Boyle.” 

And I turn to the next page and it has, “Commission ledger,” and 
“salesmen” and a dash and “Max Siskind.” 
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And I turn to the next page, “Commission ledger,” and “salesmen” 
and “Max Siskind.” 

Senator Hory. That will be made an exhibit. 

(The document referred to was marked as “Exhibit No. 18” and 
may be found in the files of the subcommittee. ) 

Senator Nixon. Now, you would not make a false entry in your 
books willfully, would you, and you would not call Boyle or Siskind 
salesmen unless that is what you thought they were, would you? 

Mr. Sranuore. Well, let me say oo: Our ledger cards were 
printed up at the beginning of the year. Now, this is a card we use 
for all salesmen, everybody we were aie ing in the commissions pay- 
able account, so that we would not—if we were paying an individual 
and charging them to this commissions payable account, we would not 
correct that word “salesmen.” 

Senator Nrxon. Oh, I see. In other words, your books did not 
carry what you called them. I mean, he could be, for example, a 
janitor and you might carry him as a salesman and I suppose you 
could have carried yourself as a salesman—you did not bother about 
such little things as describing it correctly 4 

Mr. Stanuore. Well, exc ept this, we only charged individuals i 
this control who—— 

Senator Nixon. All right, but later on we will get into the record 
and I know Mr. Flanagan will bring it in, all of these individuals 
you carry, and I think that will help "bri ing out before the committee 
exactly the capacity in which Mr. Boyle and Mr. Siskind were serv- 
ing—but, in any event, as far as your records, your written records 
which you have suggested you perhaps could have changed but did 
not—— 

Mr. Stannope. Yes. 

Senator Nixon. Of course, you were in the form business and you 
did not bother about changing your own form. 

Mr. StannHorr. We did not bother. 

Senator Nrxon. All right, one other point. When you were dis- 
cussing this matter with the RFC, did the RFC examiners notice or 
did they note—and I understood apparently they did—that Mr. Boyle 
and later Mr. Siskind were on the payroll of the company—did you 
open your books to them ? 

Mr. Srannore. Well, our books are open to them. 

Senator Nrxon. They looked them over? 

Mr, Sranuorr. Well, I am not sure they looked them over. 

Senator Nixon. But they had an opportunity to? 

Mr. Srannopr. They had an opportunity. 

Senator Nrxon. Weil, do you know whether or not anybody in the 
RFC knew that either Boyle or Siskind or both were on the payroll ? 

Mr. Srannore. Well, I am looking at the agreement, which will 
give me that answer. As a part of the terms and conditions of the 
$80,000 loan, we entered into an agreement with the RFC in regard 
to the disposition of these funds and in this agreement it has the names 
of, it says: 


American Lithofold Corp. further agrees that it will make no agreements or 
enter into any understandings with R. A. Blauner, A. M. Bridell, V. V. Cicele, 
G. A. Deering, C. A. Green, Max Siskind, or any other persons by the terms of 
which they are to receive special commissions, overriding charges, bonuses, or 
any other type of unusual or additional compensations—— 
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Mr. FiranaGan. Will you read a little louder ? 

Senator Nrxon. Yes, and read the rest of that. 

Mr. Stanuopre. It says 

Senator Hory. Start again from the beginning, we could not hear 
you. 

Mr. Sranuope (reading). 

American Lithofold Corp. further agrees that it will make no agreements or 
enter into any understandings with R. A. Blauner, A. M. Bridell, V. V. Cicele, 
G. A. Deering, C. A. Green, Max Siskind, or any other persons by the terms of 
which they are to receive special commissions, overriding charges, bonuses, or 
any other type of unusual or additional compensation, other than the under- 
standings which presently exist between such persons without prior written 
consent of the Reconstruction Finance Corporation. 

Senator Nrxon. In other words, the Reconstruction Finance Cor- 
poration by that agreement approved the transaction by which Sis- 
kind was getting $500 a month; is that right ¢ 

Mr. Sranuore. In other words, they were informed of it. 

Senator Nrxon. They were informed of it. That agreement reads 
that no additional agreements will be made other than those which 
have been already entered into? 

Mr. Sranuopre. That is right. 

Senator Nrxon. In other words, by not repudiating the agreement, 
the RFC was aware that Max Siskind was receiving $500 a month ‘ 

Mr. Sranuore. That is right. 

Senator Nrxon. And by that action they approved it; is that right ? 

Mr. Srannore. That is the way I interpret it. 

Senator Nrxon. Thank you. 

Senator Hory. Proceed. 

Mr. Fuanacan. In February 1949 what did you think Mr. Boyle 
was doing for the corporation, to get this $500 a month? 

Mr. StanHore. Well, frankly, I asked no questions. 

Mr. Fuanacan. You did not know ? 

Mr. Sranuope. No, sir. 

Mr. Franacan. When did you first find out that Mr. Boyle was 
getting paid legal fees? 

Mr. Sranuope. I don’t know that, either. 

Senator Unprerwoop. May I ask a question? 

Senator Horry. Yes. 

Senator UnpEerwoop. What was the name of this other legal firm ? 

Mr. Srannopr. Green, Hennings & Evans, I believe. 

Senator Unperwoop. Did you handle any of the matters with that 
company in regard to other law business that they performed regu- 
larly ? 

Mr. Sranuore. Everything that was handled out of St. Louis I 
handled with them. 

Senator Unperwoop. Did you handle any of the sales—any of the 
business connected with the sales end? 

Mr. Stannope. Only in regard to sales taxes or other matters, other 
legal matters which would come up, which may be brought to atten- 
tion. 

Mr. Fianacan, Did you ever notice Max Siskind was performing 
any legal services of any kind for the corporation ? 

Mr. Srannore. I knew of none; no. 
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Mr. Fuianacan. In the ordinary course of your business as comp- 
troller, should you have known what Max Siskind or Mr. Boyle were 
doing ¢ 

Mr. Stanuore. Not necessarily; no. 

Mr. Fianacan. Can you tell us from your records there what ex- 
penses were paid to Mr. James Finnegan by the corporation / 

Mr. Stannorr. Well, I am afraid that the records I have with me 
are incomplete. 

Mr. Fuanacan. Pardon? 

Mr. Sranuore. They are incomplete. 

Mr. Fianacan. I see. 

Now, Mr. Bellino of the committee staff has reviewed your books, 
and I believe that when Mr. Bellino takes the stand he will give us, 
year by year, a statement of the expenses paid Mr. Finnegan. In the 
meantime, you might be looking up the salary or any gifts by the 
corporation. 

Mr. Stannore. Well, O. K. 

Senator Hory. Mr. Bellino, do you solemnly swear that the testi- 
mony you will give the committee will be the truth, the whole truth, 
and nothing but the truth, so help you God? 

Mr. Beuurno. I do. 


TESTIMONY OF CARMINE S. BELLINO, PROFESSIONAL STAFF 
MEMBER 


Mr. Fuanacan. Mr. Bellino, did you have occasion to examine 
the books and records of the American Lithofold Corp. with respect 


to expense payments to Mr. James Finnegan ? 

Mr. Beturno. Yes, sir. 

Mr. Fuanacan. Will you give us the summary of those findings? 

Mr. Beturno. The total payments to James P. Finnegan from 1948 
to July 31, 1951—— 

Mr. Fianaaan. Are these expense payments now ? 

Mr. Bexirno. They include travel expenses; amounting to $21,- 
509.72. 

Mr. Firanacan. Does that include salary ? 

Mr. Betirno. Legal, auditing, and appraisal 

Senator McCarruy. Do they include salary ¢ 

Mr. Betuino. No, sir. That is merely expenses. 

Senator Munpr. Just the expenses; do you have any detail as to 
what kind of expenses, or it is just “expenses” ? 

Mr. Bexuino. Yes, sir. He submitted expense accounts listing his 
disbursements and claiming reimbursement from the corporation. 

Senator Munpr. Will you tell the nature of those disbursements? 

Mr. Betirno. Principally transportation, entertainment, and mis- 
cellaneous payments, tips to waitresses and maids and dinners and 
items of that nature. 

Mr. FuranaGan. What was the amount of those expenses ? 

Mr. Bewirno. A total of $21,509.72. 

Mr. Fianacan. For what period of time? 

Mr. Beturno. That is from 1948, I believe. It started about No- 
vember 1948. The expenses were charged on the books actually to 
December 31, 1950. 
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Mr. Franacan. And what were the salary payments? 

Mr. Betirno. Charged to an account known as legal, auditing, and 
appraisal fees, there was a total from 1949 down to July 31, 195 51, of 
$23,575.39. 

Senator Hory. Is that in addition to the $21,000? 

Mr. Betirno. It was in addition ; yes sir. 

Senator Nixon. And that was under legal and accounting and ap- 
praisal fees? 

Mr. Bewutno. Yes, sir. 

Senator Nrxon. Paid to Mr. Finnegan? 

Mr. Betuino. Yes, sir. 

Mr. FLanacan. When did these payments start, I mean the pay- 
ments as distinguished from the expenses, can you tell us that ‘ 

Mr. Beiirno. The payments started, at least charged to this legal, 
auditing, and appraisal account, in 1949 as of January 1, 1949. 

Mr. F LANAGAN. 1-149. Now, were there any other fees or ex- 
pene oe ene or salaries paid to Mr. James Finnegan? 

. Betirno. According to their ledger accounts which we analyzed 
ieet-weiateseakediaane 

Mr. Fuanacan. And they total up roughly to $44,000 ? 

Mr. Betxiino. $45,085.11, 

Mr. Fuanacan. Read that again. 

Mr. Betirno. $45,085.11. 

Senator Horry. Mr. Bellino, on that statement of salaries, and so 
forth, was the amount paid regularly or paid in different amounts that 
aggregated that amount ? 

Mr. Betiino. Usually, at one time about $500 a month and then it 

varied. For instance, in December, I believe, 1949, there was a $3,000, 
sort of a bonus, that was paid to Mr. Finnegan under instructions 
from Mr. R. J. Blauner. 

Mr. Stannore. Could you give us the date? 

Senator Hory. Yes; give us the date. 

Mr. Beirino. The first payment to Finnegan for services was 
$1,500 for the period of either March 1 or April 1, 1949, through De- 
cember 1949, $1,500. 

He also received $1,500 for the first 3 months of 1950, starting April 
1, 1950, he received $500 a month through December, and then special 
compensation, $3,000 in December. 

Senator McCartuy. Mr. Bellino, in going over the books did you 
fmd any indication of how the costs of the hams and perfumes and 

cameras were taken care of ¢ 

Mr. Betiino. That, I understand, has been charged to an account 
known as selling expenses. That selling expense account is quite 
an account. We presently have a man in St. Louis still analyzing that 
account, sir, and then we will know what items were charged to selling 
expenses and their nature. 

Senator McCarruy. Well, in view of the recent testimony we had 
that they could not be influenced by a 10- or 11-pound ham, but a 12- 
pound ham would be large enough to influence them, I wonder if you 
would check to see how many 13- or 14-pound hams——-[ Laughter. | 

Mr. Betirno. Yes, sir; we will have him pull the invoices. 

Senator Hory. Mr. Bellino, in order to get this clear, referring to 
the amount that Mr. Stanhope said a few minutes ago was paid as 
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payments to Mr. Finnegan, does that amount aggregate the amount 
vow have / 

* Mr. Betirno. Those were individul items which he paid—he fur- 
nished the individual details. I have it summarized. 

Senator Hory. Now, the payments which Mr. Stanhope gave are 
included in the total ? 

Mr. Betrino. Yes, sir. 

Senator Hory. So yours represent the total payments and the total 
expenses for Finnegan during the period / 

Mr. Beiirno. As shown by their records. 

Senator McCarrny. How much for entertainment ? 

Mr. Betxrno. I don’t have that broken down, Senator. 

Senator McCarrnuy. Do Mr. Finnegan’s expense accounts show 
whom he entertained ¢ 

Mr. Betutno. My recollection is that it merely had an item of “En- 
tertainment” so much and it did not indicate for whom. 

Senator McCarrny. Do you remember roughly how much that 
amounted to ¢ 

Mr. Betuino. It varied. It would be merely a guess, if I were to 
vive you that figure. 

Senator McCarruy. Well, perhaps you can recall some of the high 
months or some of the low months. 

Mr. Bevuino. Well, one particular invoice, for instance, might be 
$200 for entertainment or there might be a $400 or $500 invoice. I 
think that possibly Mr. Stanhope might have a better recollection on 
that score. 

Senator McCartny. Do you know, Mr. Stanhope ? 

Mr. Stannore. No; not without summarizing. 

Senator McCarruy. You have no idea? 

Mr. Srannorr. Not the least idea. 

Senator McCarruy. The gifts that were made, these cameras that 
were given away and the perfumes and the hams, to what account 
were they charged ? 

Mr. Srannorr. Well, they were charged to the selling expenses in 
the Chicago office, Washington office, New York office, whichever. 

Senator McCarruy. Now, those gifts were not made as personal 
gifts that one man might give to another, they were gifts for influene- 
ing people ? | 

Mr. Stannorr. Well, if the company representative-—— 

Senator McCartnuy. Pardon me, we cannot hear you. 

Mr. Srannope. I say, if the company representative who disbursed 
the gift gave it for that 

Senator McCarrnuy. Yes. 

Mr. Srannopr. Then you might say that it was to influence people 
but actually the company paid for a lot of the salesmen’s personal 
Christmas gifts, too. 

Senator McCarruy. All right. Do you make out the income-tax 
returns for the company ? 

Mr. Srannorr. No; I do not. 

Senator McCarrny. All right. Now, if the company were taking 
care of a salesman’s special Christmas gift, a gift that had nothing to 
do with business 

Mr. Srannore. That is right. 
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Senator McCarruy (continuing). That would have been considered 
as extra salary or bonus and it would be carried as such as there would 
be a withholding tax on that, would there not? 

Mr. Sranuope. No. 

Senator McCartuy. I beg your pardon? 

Mr. Sranuopre. No. 

Senator McCarruy. Now, you say that if they give one of your 
employees $500 to $600 or gifts which they were to give to friends 
having nothing to do with your business, that you—— 

Mr. Stanuorg. Well, they 

Senator McCarrny. Just a minute, now. You would not consider 
that as salary? 

Mr. Sranuore. No. 

Senator McCarruy. You would not? 

Mr. Sranuope. No. 

Senator McCarruy. What would you consider it as? 

Mr. Stannore. We would enter that on the books as expenses of the 
corporation. 

Senator McCarruy. Well, let us get this straight. Let us say that 
{ am given from Lithofold Corp. $5,000. In other words, that you 
give me that at Christmas time, a gift valued at, say, $5,000, a bonus, 
you say you would not consider that a salary ? 

Mr. Srannoprr. No. 

Senator McCarruy. You would not ? 

Mr. Stannorr. No. Now, perhaps if 

Senator McCarruy. Well, what if you gave me cash, a $1,000 cash 
bonus? 

Mr. Srannore. Well, that would be—— 

Senator McCarruy. That would be salary? 

Mr. Stannope. That is right. 

Senator McCarruy. And if you gave me an automobile worth 
$1,000—— 

Mr. Stranuopre. Well, certainly. 

Senator Nixon. Let us suppose, for instance, that you gave your 
employees, we will say to be modest, a $500 fur coat to give to his 
wife—that would be salary, would it not? 

Mr. Stannore. That would be salary, sure. 

Senator Nrxon. In other words, what you intended to say a mo- 
ment ago was that only where the company pays for gifts that an 
employee is going to use to get business, only in that case do you not 
have that as salary; is that right? 

Mr. Srannore. That is right. 

Senator McCarruy. So, then, you did consider these gifts were 
given in order to get more business, to help the company business ¢ 
~ Mr. Srannorr. Well, O. K., that is satisfactory. 

Senator McCartuy. Well, I don’t want what is “satisfactory.” Is 
that the fact ? 

Mr. Stannore. Well, you see, the point I am trying to make is this, 
that I do not know what the salesman had in mind when he gave those 
cifts to the customer. That is the only point I am trying to make, 
that I do not know whether he gave it to influence business or because 
of the past business, future business, or what have you. That is the 
only point. 
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Mr. Fianacan. Well, they had to have some relation to the busi- 
ness. 

Mr. Sranuopre. That is right. 

Mr. Fianacan. And the business of the salesman was selling forms? 

Mr. Stanuope. That is right. 

Mr. Franacan. And so it had to have some relation to the further- 
ance of the company business. 

Mr. Stanuore. That is right. 

Senator McCarruy. Otherwise you could not charge it off : 
expense. 

Senator Nrxon. To be specific, how many cameras were purchased ? 

Mr. Beturno. Thirty-seven cameras were purchased. 

Senator Nixon. What was the amount that was disbursed for those 
cameras ¢ 

Mr. Betxiino. Roughly, the 37 cameras and the equipment amounted 
io at least $4,600. 

Senator Nixon. $4,600? 

Mr. Betuino. Yes, sir. 

Senator Nixon. In other words, each individual camera then is a 
gift of approximately $125 ¢ 

Mr. Beturno. $125 for each camera, together with the accessories 
and some flash bulbs and a dozen rolls of film. 

Senator Nixon. In other words, they bought these cameras with a 
lot of equipment ? 

Mr. Betiino. Yes, sir. 

Senator Nixon. Now, is that the wholesale or the retail price? 

Mr. Betiino. That is their retail price, less a discount. 

Senator Nixon. That is what Blauner paid ? 

Mr. Beturno. Yes, sir. 

Senator Nrxon. In other words, that is $125, and they got about 25 
percent off ¢ 

Mr. Beuuino. Yes, sir. 

Senator Nixon. To the recipients then these cameras are worth 
about $150 with all the equipment ? 

Mr. Beiuino. Yes, sir. 

Senator McCarruy. Am I correct that only 26 were given? How 
many are on hand? 

Mr. Betirno. Eleven were still on hand. 

Senator McCarruy. Eleven were still on hand. Do the books show 
who received the cameras ¢ 

Mr. Betuino. The individuals of the firm that received them, there 
is a record of that. 

Senator McCarrny. But the books do not show to whom the indi- 
viduals handed them over ¢ 

Mr. Beturno. Who they were turned over to; no, sir. 

Senator Nrxon. What do the books show in regard to what indi- 
viduals these cameras were shipped to? 

Mr, Fianacan. On that pomt, we will place this in the record. 
This is a summary prepared, and Mr. Stanhope can identify it, I be- 
lieve, while we are on that subject ? 

Senator Horry. Is that correct / 

Mr. Srannore. This record was prepared for this account. 

Senator Munpr. Read it into the record so we will know what is in 
that sheet. 
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Senator McCarruy. First, before you start to read it, that shows 
the officials of the company who received cameras and gave them to 
someone else in turn? 


Mr. Beuurno. Yes. [Reads:] 


Polaroid cameras purchased since August 1950—total, 37. 

Polaroid cameras shipped to the following: 

Four cameras shipped direct to A. M. Birdell, Chicago, October 26, 1950. 

Two cameras shipped to R. J. Blauner, New York office, December 22, 1950. 

Two cameras shipped direct to R. A. Blauner, Washington office, December 
16, 1950. 

One camera shipped direct to C. A. Green, Washington office, December 21, 1950. 

One camera shipped direct to Chicago office, December 23, 1950. 

One camera shipped direct to R. A. Blauner, January 11, 1951. 

One camera shipped direct to Mr. Fred Temme, Ft. Lauderdale, Fla., March 
8, 1951. 

One camera shipped direct to R. J. Blauner, July 27, 1951. 

Two cameras shipped direct to R. J. Blauner, Havana, August 1, 1951. 

One camera packed for H. W. Stanhope, August 6, 1951. 

One camera sold to H. W. Stanhope, August 27, 1951. 

One camera sold to Ben Feinstein, August 20, 1951. 

EKighteen total shipped. 

Hight cameras shipped—no record of destination. 

Twenty-six grand total. 

Eleven cameras on hand as at September 12, 1951. 

Senator McCarrny. Let me ask you this question, I am not sure 
whether you or Mr. Stanhope can answer it: I understand that a num- 
ber of contracts for Government business were negotiated contracts— 
in other words, they were not gotten on bids. 

Such being the case, I assume the salary paid to Boyle, the salary 
paid to Siskind, the $4,600 paid for cameras, would be partly charged 
as overhead in the negotiated contracts, right? Do you follow meé 

Mr. Betiino. Yes, sir. 

Senator McCarrny. In other words, the cost of doing business; so 
that when the contract was negotiated, the Government paid for part 
of the cost of the cameras. 

Mr. Betirno. That is correct. 

Senator McCarrny. Part of the cost of Boyle’s salary. 

Mr. Sranuorer. No, it is wrong now. 

Senator McCarrny. Is that incorrect? 

Mr. Srannore. That is not correct for this reason, that the only item 
which appears in our overhead—— 

Senator McCarruy. Pardon? 

Mr. Srannore. The only items which appear in our overhead are 
the items which are charged to expenses, and not charged to this com- 
mission payable account. The cameras are charged to the expense 
account, but not the salaries. 

Senator McCarruy. Waitaminute. Then am I correct in this, that 
anything charged as commission, such as Boyle’s salary and Siskind’s 

salary, would not go into the price of the goods in the negotiated 
contract ? 

Mr. Srannopr. That is right. 

Senator McCarrnuy. But the cameras would ? 

Mr. Srannore. That is right. 

Senator McCarriy. In other words, the $4,600 paid for the cam- 
eras, part of that is being paid for by the taxpayers, of course, under 
these negotiated Government contracts. 

Mr. Srannorr. Well, let me say—— 
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Senator McCarruy. Is there any question about that ? 

Mr. Stanuore. Yes; but let me say this: That those expenses are 
charged to our overhead of the corporation which is figured in the 
contracts. 

Now, one contract may not have the same overhead rate as another 
one, so that there is a differential there. 

Senator McCarruy. Am I correct in this: You have had at least 
several hundred thousand dollars worth of Government business, 
which is gotten not on bid but on negotiated contract, is that right, 
is that correct ¢ 

Mr. Stannore. That is what I understand, yes. 

Senator McCarruy. Am I also correct in this, that when the price 
was arrived at you would charge to that negotiated contract a portion 
of the company’s overhead, right ? 

Mr. Stannorpe. That is right. 

Senator McCarruy. Thereby you were charging to the Govern- 
ment a portion of this item of $4,600, right ¢ 

Mr. Stannorr. With this exception, that the overhead charged on 
the individual order varied. In other words—— 

Senator McCarruy. I understand that. 

Mr. Stannopre. All right. 

Senator McCarruy. But is there any question in your mind now 
that the Government is paying for part of this one item of $4,600? 

Mr. Srannopr. Not if the amount of overhead charged to a partic- 
ular order was different from the different average cost of all orders, 
see? If we charged the Government in pricing their orders, and the 
same average price, which was arrived at by taking the total overhead 
of the entire corporation, see, then they would be paying for it; but 
if we didn’t charge them at the average, but charged them at a 
different rate, then they would not necessarily be standing the cost of 
these cameras. 

Senator McCarrny. Am I correct in this, that in negotiating a 
contract, one of the items that is taken into consideration is the 
overhead ¢ 

Mr. Stannorr. That is right. 

Senator McCarruy. Of the business * 

Mr. Stannore. That is right. 

Senator McCartuy. And the size of the overhead determines the 
amount provided for in the negotiated contracts, does it not: is that 
not correct ¢ 

Mr. StannHorr. No, I don’t think so; a hundred percent. 

Senator McCarruy. You say not a hundred percent / 

Mr. Sranuope. I don’t think that is entirely correct, no. 

Senator Nixon. Eighty percent correct ? 

Mr. Strannorr. No. What I am—I am not sure if you are correct, 
and then I don’t understand you; but I don’t think you are cor- 
rect, 

Let me put it this way: In a contract with the Government or any- 
body we always bid on competition. We always figure the cost of 
every eile individually, so that if we 

Senator McCarriy. Just a minute, we are not talking about the 
one which we are bidding; you say bid against competition. I am 
speaking now of the negotiated contracts that run into hundreds of 
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thousands of dollars for American Lithofold. Am I correct on this, 
that that is arrived at—the price paid by the Government under those 
contracts is arrived at—by taking into consideration the overhead 
of the company? There is no question about that, is there? 

Mr. Sranuope. Yes, excepting that one order may have $20 over- 
head, and another may have $15 in it. 

Senator McCarruy. Certainly, certainly. 

Mr. Stannopre. There is a variation; in other words, we don’t charge 
the same overhead. 

Senator McCarruy. How about the expenses, $21,000 expenses 
of Finnegan? 

Mr. StannHore. That was included in our overhead. 

Senator McCartuy. That is overhead? How about the $23,000 
salary ? 

Mr. Stannore. That was in the overhead. 

Senator McCarruy. So that the taxpayer is paying Finnegan 
also ? 

Mr. Stannorr. Yes; but the taxpayer in our method of accounting 
may not pay a dime of it. 

Senator McCarruy. Pardon? 

Mr. Srannore. May not pay a dime of it in our method of—— 

Senator McCarruy. If you had no overhead, let us say, you could 
wipe out the entire overhead, and the price paid on a negotiated con- 
tract would be lower. 

Mr. Stannore. If we didn’t include any overhead when we bid that 
there would be no overhead in there at all, that is right. I want 
to be sure—— 

Senator McCarrny. Will you repeat what you said ? 

Mr. Srannorr. I say that we might bid a Government contract 
without any overhead there at all. 

Senator McCarruy. I am not talking about bidding. Do you 
know the difference between a contract that you get on a bid and a 
negotiated contract ? 

Mr. Stannope. I am wondering if I do. 

Senator McCarruy. Do you know the difference ? 

Mr. Strannorr. Well, apparently I don’t; I thought I did. 

Senator McCarriy. What did you think the difference was between 
a contract that you get on a bid and one that is negotiated ? 

Mr. Stannore. Well, a negotiated contract is one where you go in 
and supply a bid, and there is a group of 10 or 11 other bidders bid- 
ding against you on that contract. 

Senator McCarruy. You say that is a negotiated contract ? 

Mr. Sranuopre. I say that is my understanding of that. 

Senator McCartny. I guess we wasted our time talking about that. 

Senator Hory. Proceed, Mr. Flanagan. 

Senator McCarrny. I might say for your benefit that is not a 
negotiated contract. 

Mr. Sranuore. Then, I am mixed up in my terminology then. 

Mr. Fianacan. Mr. Stanhope, do you know what services Finne- 
gan was performing for the corporation when he first began to collect 
expenses from the corporation in 1948 # 

Mr. Sranuope. No, sir, not entirely. 

Mr. Fianacan. Did you ever find out what services he was per- 
forming ? 
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Mr. Sranuore. Well, I have been discussing it with him for some 
time trying to find out, but at that time I did not know. 

Mr. Fianacan. When did you start discussing this matter with Mr. 
Finnegan in an effort to find out what he was doing? 

Mr. Stanuore. Sometime in May or June of 1949. 

Mr. Fuanacan. And you had been discussing it with him ever 
since # 

Senator McCartrur. Pardon, I hate to interrupt you constantly, 
but to clear this up, Mr. Bellino, could you answer this question for 
me? Is there any question in your mind, any question whatsoever, 
that the Government is paying for the Polaroid cameras, paying Fi in- 
negan’s expenses, a portion of it, in view of the hundreds of thousands 
of dollars of negotiated contracts made by this company # 

Mr. Beturno. If they are charged to selling expenses, and the Gov- 
ernment auditor does not catch the item and allows it, why 
ernment would be paying it. 

Senator McCarruy. Right. 

Mr. Fianacan. In any event, Mr. Bellino, on that same subject it 
would be true, would it not, that the Government or the taxpayers 
would be paying for part of these through tax deductions in rene- 
gotiation ¢ 

Mr. Betx1no. The same answer applies there: yes, sir. 

Senator Munpr. While we are still on the subject of Mr. Finnegan 
and Mr. Flanagan, let me ask you, Mr, Flanagan, whether any of this 
$21,509 or $23,575 were paid to Mr. Finnegan during the period when 
he was on the Government payroll and in an altogether different 
capacity, presumably, as an internal revenue collector / 

Mr. FLANAGAN. I imagine the bulk of it was paid during the time 
he was internal revenue collector in St. Louis. He resigned from that 
position only in May of this year. 

Senator Nixon. This year. 

Senator Munpr. You mean the taxpayer was paying him a salary 
as internal revenue collector, and American Lithofold was paying 
him $45,000 over a 3-vear period for duties which our friend, Mr. 
Stanhope, has been trying to ascertain since 1949, and has not yet 
discovered what they are? 

Mr. Fuanacan. I am trying to discover that for myself. 

Senator Nixon. As a matter of fact, Mr. Stanhope, Mr. Toole testi- 
fied that he discussed with you Mr. Finnegan’s rather high expense 
account. Do you recall that discussion ? 

Mr. Stannopre. I don’t recall the discussion ; no. 

Senator Nixon. He had a notation in his diary to that effect. 

Mr. Srannore. Well, he may have. He was—— 

Senator Nixon. Did you think the expense account was normal? 
Do you have any ideas about it ? 

Mr. Stannorr. No; I have not any ideas about it. 

Senator Nixon. Did you at the time? I mean, as comptroller of 
this company, or some future company, I mean, you would not question 
the payment of $45,000 in expenses to the collector of internal revenue 
of a certain city ? 

Mr. Stannore. Certainly I would question it; ves. 

Senator Nixon. You would question it; would you not? 

Mr. Stannopre. Yes; right. 
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Senator Nixon. Well, didn’t you question it at the time, too? 

Mr. Stannorr. No, because 

Senator Nrxon. I mean in your own mind; you may not have with 
the president. 

Mr. Stannore. In my own mind, we thought they were excessive. 

Senator Nrxon. Excuse me, I could not quite hear you. 

Mr. Sranuorr. I say in our own mind we probably thought they 
were excessive. 

Senator Nrxon. In your own mind you thought they were excessive ¢ 

Mr. Stannore. Yes. 

Senator Munpr. Did you know that Mr. Finnegan was the internal 
revenue collector while he was on your payroll ? 

Mr. Sranuorr. Sure, I knew that. 

Senator Nixon. You made your income-tax checks out to him. 

Senator Munpr. Did you think it was proper to have the internal 
revenue collector on your payroll 

Mr. Srannore. We understood, Senator, that was perfectly proper. 

Senator Munpr. You understood that was perfectly proper ’ 

Senator McCarrny. Did you say proper or profitable / 

Mr. Stanuore. Proper. 

Senator Horry. Gentlemen, let us proceed. 

Senator Munpr. I would like to ask our counsel or chairman, either 
of whom is a distinguished lawyer, and I am not a lawyer, is it con- 
sidered perfectly proper and lawful for business firms to put the 
internal revenue collector on their payroll ¢ 

Mr. Fuanacan. The regulations in the Bureau of Internal Revenue 
provide generally that a collector cannot have any position which 
might interfere with his duties as collector. However, a collector of 
internal revenue, being a Presidential appointee, is not subject to 
the same stringent regulations as the civil-service employee, for ex- 
ample, would be. 

Apparently, there is no objection to his having some outside em- 
ployment so long as it does not conflict in any way with his duties as 
collector of internal revenue. 

Senator Munpr. Have you ever gotten a ruling from the Com- 
missioner of Internal Revenue as to whether they consider it to be 
a conflict of duties to have a company paying an internal-revenue 
collector for fees of this type—important fees like this? 

Mr. Franacan. In that regard, I will read an excet ‘pt from a letter 
addressed to us by the Treasury Department, dated September 17. 

With regard to your telephone inquiry as to collectors of internal revenue, 
who are not civil-service appointees, it is the current policy of the Treasury 
Department to recommend as collectors only persons who agree to devote their 
full time to the duties and responsibilities of the collector’s office and not to 
engage in outside business or employment; and there has been no collector 
appointed recently who has not so agreed. Prior to the establishment of this 
policy, it was the practice to permit collectors to have business interests or 
to engage in outside employment, provided such interests or employment were 
not prohibited by law and did not conflict with, or cause them to neglect, their 
official responsibilities. 

Senator Nrxon. On that point, Mr. Flanagan, could you answer 
this question, Mr. Stanhope, do you know of any difficulties that 
either the American Lithofold Co. or any executive of the company 
has had with the Internal Revenue Department, either there or in 
other offices ? 
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Mr. Sranuore. None. 

Senator Nixon. Had no difficulties at all ? 

Mr. Srannore. Not that I know of. 

Senator Nixon. Never had your returns checked ? 

Mr. Sranuore. Oh, yes. 

Senator Nrxon. The method of return that you used was never 
questioned by the Internal Revenue Department ¢ 

Mr. SranwHore. Well, the return has not yet been approved by 
the Internal Revenue Department. 

Senator Nixon. Which one? 

Mr. Sranuore. 1949. 

Senator Nrxon. How about 1948 ? 

Mr. SranHore, 1948 has been passed, yes. 

Senator Nixon. It has been passed? You never had any—what has 
happened to the 1949 return ¢ 

Mr. Stannore. They just simply have not come around to checking 
it yet. 

Senator Nixon. What about either of the Blauners, have they had 
any difficulties with the Internal Revenue Department é 

Mr. Stannuore. I don’t know. 

Senator Nixon. You do not know? 

Mr. Stannorpe. I understand that—well, I just don’t know. 

Senator Nixon. What do you know? Just tell us what you know, 
and no more. 

Mr. Srannore. Well, from conversation only is all I could tell 
you about, that R. J. Blauner has always had his tax return in good 
order. 

Senator McCarruy. In other words, Finnegan never questioned 
Mr. Blauner’s tax return ? 

Mr. Srannorr. [| don’t know anything about it. 

Mr. Franacan. I might say for the record here, Senator, that R. J. 
Blauner files his tax return in Chicago. 

In that regard, Mr..Stanhope, to your knowledge, since you have 
been with the corporation, have they ever been delinquent in the pay- 
ment of Federal taxes # 

Mr. Stranuore. Not to my knowledge. 

Mr. FianacGan. Have they been up to date in the payment of taxes 
at all times, to your knowledge? 

Mr. Stanuore. Talking about R. J. Blauner in Chicago? 

Mr. Fuanacan. I am talking about the corporation tax. 

Mr. Srannore. Oh, the corporation tax is in good shape. 

Mr. Fuanacan. Have they always been in good shape since you have 
been there ? 

Mr. Srannore. Yes, to my knowledge they have always been in 
good shape. 

Mr. Fuanacan. Did any member of the Blauner family ever have 
any tax difficulties, to your knowledge? 

Mr. Sranuore. I have no personal knowledge of it. 

Mr. Fuanacan, Well, you were comptroller of the company now, 
and to your knowledge, personal or otherwise / 

Mr. Stannorr. No. Look, I am comptroller of the corporation, but 
I have nothing to do with the personal affairs of the family at all. 


Mr. Fianacan. Did you ever hear that R. A. Blauner was having 
tax difficulties ? 
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Mr. Stannore. I have heard to that effect, yes. 

Mr. FuanaGan. You have heard that? 

Mr. Stannoprr. Yes. 

Mr. FuanaGan. Where does he file his taxes ? 

Mr. Stannortr. I have not the least idea in the world. 

Mr. Fuanagan. Do you know whether or not he files them in St 
Louis? 

Mr. Stanneve. I don’t see how he could; he has not lived there. 

Mr. Firanacan. I might again state for the record that his tax re- 
turns are filed in Newark, N. J. 

Senator McCarruy. Was this trouble before Finnegan was hired? 

Mr. Stannope. I don’t know. 

Senator McCarruy. Well, do you have any knowledge of it at all / 

Mr. Srannore. What? 

Senator McCarruy. Do you have any knowledge on that subject? 

Mr. Srannorr. No; I have not enough knowledge on the subject 
to talk about it. 

Senator McCarruy. I missed asking you, who was the secretary 
in the St. Louis office ¢ 

Mr. Srannore. Who is the secretary ? 

Senator McCarruy. Yes. 

Mr. Stannore. You mean of the corporation ? 

Senator McCarrny. Yes. 

Mr. Sranuore. I am at the present time, Mr. Senator. 

Senator McCarrny. I see. 

Who was Mr. Blauner’s secretary—who is she now ? 

Mr. Srannorr. Mr. Blauner’s secretary ? 

Senator McCarrny. Yes. 

Mr. Srannorr. Well, I guess generally speaking Miss Lucille 
Branch is. 

Mr. Fianacan. We are talking about R. A. Blauner’s secretary. 

Mr. Stannore. Oh, I don’t know anything about it. 

Senator McCarruy. Do you know Karen Katherman ? 

Mr. Sranuore. I have met her, yes. 

Senator McCartuy. Does she work in the St. Louis office? 

Mr. Stanuopre. No, sir. 

Senator McCarrny. What office does she work in? 

Mr. Strannore. Well, she is at the Charlotte, N. C., office. 

Senator McCarrny. I see. 

Mr. FianaGan. Back to Mr. Finnegan now. Were you ever able 
to establish what Mr. Finnegan’s job was around the corporation ? 

Mr. Stannore. As of what date now? 

Mr. Fianacan. Any date? 

Mr. Srannope. Well, I have been trying to analyze the situation, 
and I have arrived at my own conclusion as to what his duties are, 
and my conclusion is this: That starting with—he worked with Mr. 
Blauner on any assignment Mr. Blauner wanted to give him, and he 
has continued pretty much on that 

Mr. Fianacan. Did you know of any services he performed for the 
corporation ¢ 

Mr. Stannore. Not any particular service, no. 

Mr. Fuanacan. Has he ever been an officer of the corporation! 

Mr. Srannore. Yes; he is a director. 
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Mr. FuanaGan. Will you tell us when he was appointed director, 
and how long he remained a director ? 

Mr. Stannore. He was appointed a director, if 1 am not mistaken, 
January 5, 1950, and remains as a director even today. 

Mr. Fianacan. Has he ever held any other office with the corpora- 
tion ¢ 

Mr. Sranuopre. He is not an officer of the corporation, no. 

Mr. Fianacan. Did he ever receive any gift or gratuity from the 
corporation ? 

Mr. Stannore. Not from the corporation ; no. 

Mr. Fianacan. Did he ever receive a bonus from the corporation ? 

Mr. Stanuope. Not other than that $3,000 he received in 1950 if you 
want to call that a bonus. That was for additional services rendered 
in 1950. 

Mr. FLranacan. You said it was a bonus a little while ago. 

Mr. Srannore. Well, I said additional compensation or I said you 

can call it a bonus; additional compensation, 

Mr. Fianacan. Do you know what additional services he rendered 
to receive that additional compensation of $3,000 ? 

Mr. Srannore. Well, I think so; yes. 

Mr. Franacan. What? 

Mr. Stannope. Mr. R. A. Blauner resigned from:the corporation, I 
understand—TI. don’t remember the date, but the corporation was very 
desirous of having him return. 

Mr. Fuanacan. R. A. Blauner, for the record, is the son of R. J 
Blauner, the president; is he not ? 

Mr. Srannorr. That is right. 

Mr. FLanaGcan. So you say he left the corporation. Go on. 

Mr. Sranuiore. And I understand that Mr. Finnegan was respon- 
sible for having gotten him back into the corporation and as an em- 
ployee of the corporation, Now that, to my mind, is very valuable. 

Mr. Fianacan. That is why he received the $3,000 bonus? 

Mr. Srannorr. I don’t know that he received it for that particular 
service, but it could have been. 

Mr. Fianaaan. And at least that was one of the major services that 
you knew of that he performed 

Mr. Srannorr. That is right. 

Mr. FuanaGan (continuing). For which he received this bonus? 

Mr. Srannore. That is right. 

Mr. Firanacan. Were there any other services, to your knowledge, 
that he performed ? 

Mr. Stannope. I think that he was responsible in handling some of 
the matters with Mr. Leschen and Mr. Blauner. 

Mr. Firanacan. What matters? 

Mr. Srannore. Transfers of the building to the corporation, and 
things of that character. 

Mr. Fianacan. I suppose Mr. Blauner, Sr., would be better quali- 
fied than you would to tell what his employee was doing, would he 
not? 

Mr. Sranuore. That is right. 

Senator Munpr. Mr. Stanhope, are you just an employee of the 
company or are you a stockholder ? 

Mr. Srannope. An employee. 
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Senator Munpr. You are not a stockholder? 

Mr. Stanuore. That is right. 

Senator Munpr. You are not on the board of directors? 

Mr. Srannope. I am on the board of directors. 

Senator Munpr. You are on the board of directors, but you are not 
a stockholder ? 

Mr. Srannope. That is right. 

Mr. Fianacan. Did you consider that Mr. Fi innegan was more or 
less under the personal direction of Mr. Blauner, Sr. 

Mr. Srannore. That is right. 

Mr. FranaGan. And not under your direction / 

Mr. Srannope. Oh, definitely not under my direction. 

Mr. Fuanacan. Was it part of your job to approve his expense 
accounts ? 

Mr. Sranuwore. No, sir. 

Mr. Fuanacan. Who approved his expense accounts? 

Mr. Srannorr. Mr. Blauner. 

Mr. Firanacan. As comptroller that was not part of your job? 

Mr. Srannopre. It was not. 

Mr. Franacan. Did you approve anybody’s expense accounts ? 

Mr. Srannore. No, sir; except any office expenses that might have 
been incurred. 

Mr. Franacan. Any of the St. Louis office expenses ? 

Mr. Stannore. That is right. 

Mr. Franacan. Did Mr. Finnegan in any way in connection wit! 
your two RFC loans that were obtained in 1949? 

Mr. Sranuorr. Not to my knowledge; no, sir. 

Mr. Fuanacan. Did Mr. Finnegan ever go to the St. Louis office 
of the RFC to your knowledge? 

Mr. Srannope. Yes; he was at the St. Louis office of the RFC 

Mr. FLuanacan. He was there with you; was he not ? 

Mr. Stannope. Yes, sir. 

Mr. Franacan. What was he doing? 

Mr. Sranuore. To the best of my recollection we were discussing 
the, what do you call it, conditions under the first loan. 

Mr. FuanaGan. You were discussing them with wliom ? 

Mr. Sranuope. I don’t remember. 

Mr. Firanacan. With some official of the RFC in St. Louis? 

Mr. Stannorpe. With some official of the RFC office; that is right. 

Mr. Fuanacan. And Mr. Finnegan went with you / 

Mr. Sranuopre. I believe he did. 

Mr. Fuanacan. On how many occasions did he go to the RFC in 
St. Louis with you? 

Mr. Srannore. Well, to the best of my recollection only once. 

Mr. FianaGan. Did you ever hear that Mr. Finnegan was going to 
assist in the RFC loans in any other way ? 

Mr. Stannorr. Not to my recollection ; no. 

Mr. Fianacan. I have here a copy of a longhand note that you sent 
to Mr. Toole, and that note has been placed in the record, in which 
you stated—and this note, incidentally, is dated June 24, 1949—in 
which you stated: 

Mr. R. J. is having J. P. F.— 


that is Finnegan, isn’t it ¢ 
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Mr. Stannore. It would be; yes. 

Mr. FeANAGAN (continuing) : 
work on St. Louis ang he also expects him to be in Washington, D. C., to help 
out there next week re the RFC. 

Did you mean what you said when you wrote that to Mr. Toole? 

Mr. Srannopre. Is that my handwriting? 

Mr. Fianacan. I havea copy of it here. 

Mr. Srannore. Could I see the original note ? 

Mr. Fianacan. I think the original is down in our files; I do not 
have it here. It ; in your handwriting and was put in the record. 

Mr. Stanuoprr. I don’t believe the note means what it says; no. 

Mr. FLranacan. What does it mean / 

Senator McCarruy. I did not get the answer. 

Mr. FLanaGan. You say it does not mean what it says? 

Mr. Srannore. No. 

Mr. FLranacan. What does it mean ? 

Mr. Stanuorr. Can I see the note to verify my memory / 

Mr. FLanacan. Yes. 

Mr. Srannorr. Well, here is my recollection of this. 

Mr. Fuanacan. Hand the note back. Go ahead. 

Mr. Stannopre. You are sure that is in my handwriting, and not 
Mr. Toole’s ¢ 

Mr. FLanaGan. Yes. 

Mr. Sranuopre. I still don’t recollect it. 

Mr. FuanaGan. We will get it, we will get the original. Go ahead. 
What is your recollection ¢ 

Mr. Srannorr. The $80,000 loan was closed with the RFC office: 
Mr. Toole asked for additional compensation for himself, and Mr. 
Blauner gave him no explanation as to why or anything else about 
it, and at that time Mr. Blauner didn’t tell me too much about it, either, 
so I was a little bit left up in the air as to what was going on; at least, 
I don’t recollect any particular circumstances about it. 

I also understood at that time that the loan, any loan over $100,000 
had to be passed by Washington, so, therefore, under those circum- 
stances, I don’t see any reason why i should say that Finnegan was 
going to work the St. Louis RFC other than the conditions of the loan. 

Mr. Fianacan. A lot of implications could be put on that. 

Mr. Srannore. That is right. 

Mr. F LANAGAN. Mr. Stanhope, what you did say was: 

Mr. R. J. is having J. P. F. work on St. Louis, and he also expects him to be 
in Washington— 
and we know, as you knew then, that loans over $100,000 have to be 
approved in Washington, and from what you said there is it not true 
that Mr. Finnegan was going to work on Washington in connection 
with the loan? 

Mr. Srannorr. Well, I may have said that; but now look at the 
circumstances involved. 

Senator McCarruy. What is that you say? You may have said it, 
but what 

Mr. Srannoprtr. I said I may have said it, but look at the cireum- 
stances involved. 

Senator McCarruy. You mean you wrote it down but didn’t mean 
it at that time? 
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Mr. Srannore. I meant it, but I didn’t go far enough and clear 
enough in my explanation. I should have amplified it further. 

Senator McCarruy. In other words, when you said, “He is going to 
work in Washington,” you say you did mean that? 

Mr. Stannore. Well, so far as I know I could have meant that. 

Senator McCarrnuy. Pardon ? 

Mr. Stannore. You see, actually, Mr. Blauner didn’t tell me that he 
was or wasn’t going to do this, to my recollection now. He may have 
told me that, I don’t know, but nevertheless when Mr. Blauner left us 
out there in St. Louis without specific knowledge as to what he was 
going to do, we supposed that Finnegan, being—paying Finnegan's 
expenses, he was going to work for Mr. Blauner on anything he was 
going to do, including the RFC; we supposed that. 

Senator McCarruy. You say Mr. R. J. is “having J. P. F. work on 
St. Louis.” 

Mr. Stanuope. That is right. 

Senator McCarruy. And then you go on to say, “He is also goin 
to work on Washington.” 

Did you mean that when you wrote that in your own handwriting? 

Mr. Srannore. I didn’t say he was going to work on RFC in Wash- 
ington. 

Senator McCarrny. Let us read exactly what you say: 

Mr. R. J. is having J. P. F.— 


that is J. P. Finnegan and R. J. is R. J. Blauner? 
Mr. Srannopre. That is right. 
Senator McCarrny (reading) : 


or 
5 


Mr. R. J. is having J. P. F. work on St. Louis— 


by that you mean the RFC in St. Louis? 

Mr. SranuHope. Yes. 

Senator McCarruy (reading) : 
and he also expects him to be in Washington— 
right? 

Mr. Srannopre. Yes. 

Senator McCarrny. What did you mean by that if you did not 
mean what it says? 

Mr. StanHore. Well, frankly, I don’t know what I meant when I 
wrote the letter, but here is the way I interpret it. 

Senator McCarry. Let me ask you this: Would you say that a 
reasonable interpretation of this is that at the time you wrote this, 
Finnegan was supposed to work on the RFC in St. Louis and also 
contact the RFC in Washington in regard to the loan? Is that a 
reasonable explanation of that? 

Mr. Srannope. Not as far as Finnegan’s contact in the RFC in 
regard to the loan; I don’t think that is right. 

Senator McCarrny. You do not think that is right? 

Mr. Stanuopre. No. 

Senator Horry. Go ahead and state what you wanted to say that 
you did think. 

Senator Nrxon. What did you think? 

Mr. Stannore. Well, I don’t know what words to use. 

Senator McCarruy. Just to complete this [reading]: 


expect him to be in Washington to help out next week re the RFC. 
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Let me give you the whole sentence again. [Reading:] 


Mr. R. J. is having J. P. F. work on St. Louis and he also expects him to be 
in Washington, D. C., to help out there next week re the RFC. 

Mr. Srannore. Yes. 

Senator McCarruy. Pardon me for interrupting you; go ahead. 

Mr. Srannore. I don’t know that—let me look at some date. 

Senator McCartuy. What are you looking for now? 

Mr. Strannore. I was looking for the date of the application on 
that second loan with the RFC to see if 

Senator Munpr. You gave me that a little bit earlier, and maybe 
I can help you on that, July 6, 1949. 

Mr. Srannorr. That is right, and it was prior to that time. 

Mr. Fuanacan. You were contemplating a loan at that time; were 
you not? 

Mr. Sranuore. That is what I was trying to refresh my memory on. 

Mr. Fianacan. Read this letter and see if this does not refresh 
your memory. First of all: Is that letter I just handed you in your 
own handwriting? 

Mr. Srannopre. Yes, sir. 

Mr. Fuanacan. Yes. 

Mr. Srannore. That is mine. 

Mr. Fuanacan. Read that letter and see if it does not refresh your 
recollection as to whether or not your corporation at that time was 
contemplating filing a new application with the RFC. 

Senator McCarruy. Read it out loud. 

Mr. FLanaGan. He does not need to read it out loud. Let him read 
it to himself and then answer the question. 

Senator McCartuy. What is the date of that letter, Mr. Stanhope ? 

Mr. Stanuope. This is June 14, and in this letter I say, “R. J. B. is 
talking about trying to get” 

Senator McCartuy. Why don’t you just answer Mr. Flanagan’s 
question ? 

Mr. Fianacan. Having read that letter, does it refresh your recol- 
lection as to whether or not your corporation as of the date of this 
other letter, June 24, was considering applying to the RFC for another 
loan ¢ 

Mr. Sranunore. Yes, but I also say here—— 

Mr. Fuanacan. Just answer that question. 

Mr. Stannore. Well, contemplating it, but had not made up their 
minds yet as to whether or not they would or would not. 

Mr. FranaGan. You were contemplating applying for a loan, were 
you not? 

Mr. Stannopr. Yes, but it still says that the mind was not made up 
as to whether or not they would or would not apply. 

Mr. Fuanacan. Your mind was not made up, but you were contem- 
plating at that time a loan as early as that letter, which is dated—— 

Mr. STannope. June 14. 

Mr. Fuanacan (continuing). June 14; you were then contemplat- 
ing applying to the RFC for an additional loan, and in that regard 
I will read the one passage that refers to it: 


I understand that a man by the name of “Prince” or some similar name has been 
moved up in the RFC organization in Washington. Do you know him ? 


“R. J. B.’—that would be Mr. Blauner, Sr. ? 
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Mr. Stannope. Yes. 
Mr. FLANAGAN (continuing) : 


is talking about trying to get the RFC to take up Heller loan but we are losing 
money which is the one thing they wanted us to do, so don’t know if R. J. will 


pursue further or not. 

Now, there is no doubt from that letter that on June 14, 1949, when 
you wrote it to Mr. Toole, your company was contemplating applying 
for an RFC loan, is that not correct ? 

Mr. Sranuorer. Yes, that letter indicates that. 

Mr. Fuanacan. Asa matter of fact, you were inquir ing as to whether 
aman named Prince was not promoted in the RFC to work on it. 

Mr. Strannope. That is right. 

Mr. FuanaGan. Why did you inquire about Prince / 

Mr. Srannuope. I don’t know. 

Mr. Fianacan. Was there any chance that Prince might be handling 
this loan? 

Mr. Stannore. Not that I knew of, except—— 

Mr. Fuanacan. How did you hear out in St. Louis that Prince was 
being promoted in Washington ¢ 

Mr. StanHore. Someone in the Washington office told me. I don't 
know who it was. 

Mr. FLanaGan. Had Cecil Green been a friend of Mr. Prince / 

Mr. Sranuopre. I don’t know. 

Mr. FuanaGan. Do you know now whether Cecil Green is a friend 
of Mr. Prince ? 

Mr. Srannope. I don’t know. 

Senator Nrxon. Did Cecil Green tell you ? 

Senator McCartuy. Just one question. 

Senator Nixon. Pardon me. He did not tell you this¢ You said 
someone in the Washington office. 

Mr. Sranuopr. I said someone in the Washington office. 

Senator Nrxon. Did he tell you? 

Mr. Stannore. I misunderstand your question; I don’t know. 

Senator Nixon. You do not know ¢ 

Mr. Stannope. No. 

Senator McCartruy. Mr. Stanhope, again will you tell me what you 
meant by this sentence if you did not mean that ‘Finnegan was going 
to try to work on the RFC in connection with your loan: You say, 
“Expects him to be in Washington, D. C., to help out there next week 
re the RFC.” 

Mr. Stannore. Well, actually I don’t remember the circumstances 
specifically, but that letter indicates that to my mind Finnegan was 
going to work on the RFC loan with Blauner. 

Senator McCarruy. In other words, that was one of his tasks, was 
it not; that is what he was being paid for, was it not, to work on the 
RFC, try to influence them to give you a loan ? 

Mr. Stannorr. No, not necessarily. 

Here i is my understanding of what Mr. Finnegan was paid for, which 
I believe I stated, and that is that he would work on any assignment 
Mr. Blauner gave him. 

Senator Nixon. Was the RFC assignment one of the assignments 
that he gave him ? 

Mr. SranHope. Not that I know of; in other words, I don’t know 
whether it was or was not. 
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Senator Nixon. What was one of the assignments that he gave him 
to earn this $50,000? 

Mr. Stannope. Well, I say you would have to go back to various 
dates, but the one assignment was to get R. A. Blauner back into the 
company ; that I found out. 

Senator Nixon. What else? Name one other assignment. 

Mr. Sranuore. Well, he worked on this Leschen building deal to 
the corporation. 

Senator Nrxon. The what? 

Mr. Stannore. The transfer of the building to the corporation with 
Mr. Blauner and Mr. Leschen. 

Senator Nixon. As a matter of fact, at the time you wrote that note 
you would not have written it unless you assumed that Mr. Finnegan 
might have been helpful on the RFC, and that possibly Mr. Blauner 
might be asking him to help out, isn’t that the reason you wrote that ¢ 

Mr. Stannorr. I assumed that. 

Senator Nixon. You assumed that, did you not? 

Mr. Sranuore. Yes. 

Senator Nixon. That is fine; that is what we were trying to get for 
the last hour. 

Senator Hory. Mr. Stanhope, I want to run over these commissions. 
Have you a record here that you can give the amount paid to these 
different people on sales commissions / 

Mr. Sranuore. I will try to; I don’t know. 

Senator Hory. I want you to get it for : ames Olson, Joseph Nunan, 

John J. Kelly, Karen Katherman, and R. J. Blauner. 

Mr. FLANAGAN. m A. Blauner. 

Senator Hory R. A. Blauner. 

Have you some cate that you can turn to now / 

Mr. Stanuorer. What per iod of time? 

Mr. Fuanacan. On Olson all the time that he was drawing 
misisons from the corporation. 

Mr. Sranuore. Wait a minute. 

Senator Hory. Mr. Bellino, did you make a summary of it? 

Mr. Betiino. Yes. 

Senator Hory. Come around to the stand. Maybe Mr. Bellino 
can get it in. 

Mr. Srannoprr. All right. 

Senator Horny. Mr. Bellino, have you made a summary of the com- 

issions paid to these different people that I have mentioned ? 

Mr. Bettrno. I have made a summary of certain of these people's 
payments. We are still working on the Blauner and Bridell group. 

Senator Hory. = right. 

Now, let us take James Olson. 

Mr. Bentzaino. James B. E. Olson, total payments as commissions 
from 1949 and 1950, according to their books, amounted to $5,851.21. 

Senator Horry. All right. Just a minute. Mr. Olson held what 
position with the Internal Revenue Department ? 

Mr. Beuiino. I believe he was connected with the Alcohol 
Unit. 

Senator Hory. Where was he located ¢ 

Mr. Betirno. In New York. 

Senator Hory. What does this represent, that the money was paid 
to him for what ? 
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Mr. Beturno. These were advances on a commission account. 

Senator Hory. Which indicated that he was selling the product of 
this company and receiving commissions for it? 

Mr. Bexurno. Yes, sir. 

Senator Horry. You have given the total figures. Is that the amount 
that you find that is shown on the books for ths man for all the 
period of time that you covered ? 

Mr. Bexuirno. Yes, sir. 

Senator Hory. All right. 

Now, let us take Joseph Nunan. 

Mr. Betuino. Joseph Nunan; the total paid to him was $4,055.30. 

Senator Horny. For what period of time? 

Mr. Betirno. That includes 1949, 1950, and 7 months ending July 
31, 1951. 

Senator Horry. What position did Mr. Nunan hold with the Govern 
ment, if he held a position during any of this period of time? 

Mr. Bexurno. I understand that during this period of time he wa: 
in the private practice of law. 

Senator Hory. He had held what position ? 

Mr. Beitrino. He was at one time Commissioner of Internal 
Revenue. 

Senator Hory. But during this period of employment he was en- 
gaged in the private practice of law? 

Mr. Beturno. Yes, sir. 

Senator Hory. Where was he located ? 

Mr. Betiino. In New York City. 

Senator Hory. Does this record disclose that these payments were 
made to him for commissions ? 

Mr. Beiirno. These were advances on commissions. 

Senator Horry. On commissions ? 

Mr. Be.uino. I might say that the records reflect that the commis- 
sions were earned by Olson. However, starting, I believe, in July 
of this year—is that correct, Mr. Stanhope—the account was changed 
from Olson to Nunan, and there is a Nunan special account which 
received credit for the commissions earned according to the tickets, by 
Olson. 

Mr. Fuanacan. In other words, the $4,055 paid to Nunan were 
actually commissions on sales made by Olson ? 

Mr. Betirno. They were actually advances; they never earned this 
full amount of commissions. 

Mr. FuanaGan. They were advances on sales which had been or 
were to be made by Olson ? 

Mr. Betiino. For part of that period; I believe in the very be- 
ginning Nunan was endeavoring to obtain business for the firm. 

Mr. Nixon. When they had changed that account from Olson to 
Nunan, did they spell his name right ¢ 

Mr. Betiino. I have seen it spelled various ways, N-o-o-n-a-n-, 
N-u-n-a-n—— 

Senator Munpr. What is the total amount that Nunan collected? 

Mr. Briiino. The total amount was $4,055.30. 

Senator Munpr. Thank you. 

Senator Hory. That is in addition to the amount paid directly to 
Olson / 
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Mr. Bevirno. Yes. 

Senator Hory. You say there is some indication in the payments 
to Nunan that it was part of the commission or advancement to Olson / 

Mr. BeLuino. Yes, sir. 

Senator Horr. Then did it indicate any other payments to Nunan 
for any purpose other than the Olson account / 

Mr. Beiirno. No, sir. 

Senator Hory. Now, John L. Kelly 

Mr. Be.uino. John L. Kelly has received a total of $13,942.47. 

Senator Hory. For what period of time ¢ 

Mr. Bexuino. For a period starting in 1949 to July 31, 1951. 

Senator Horry. Where was Kelly located / 

Mr. Betuirno. Kelly is located with the Wage and Hour Division of 
the Department of Labor in New York. 

Senator Munpr. Was or is? 

Mr. Betuino. Is at the present time. 

Senator Hory. And was during this period ¢ 

Mr. Betiino. And was during this period. 

Senator Hory. Do you know just what his position is? 

Mr. Fianacan. I believe that Mr. Kelly is chief of the investigativ. 
unit of the Wage and Hour Division for the States of New Jerse y and 
New York—just New York. 

Senator Hory. Just New York. That will appear in the record. 

Senator Munpr. I will relate my same question at this point to 
Kelly that I did with the Internal Revenue Department. You said 
because he was a Presidential appointee, Mr. Finnegan did not have 
to refrain from taking on some outside sources of income to the degree 
that a civil-service employee would. Was Mr. Kelly in that 
category or supposed not to have-——— 

Mr. Franacan. Mr. Kelly is a civil-service employee and, as |] 
recollect under the rules of the Department of Labor, which we have 
checked, he is not mane to have outside employment without the 
permission of his superiors 

Senator Munpr. Have you taken it up with his superiors to see 
whether they approved it ? 

Mr. FLanaGan. No permission was found. 

Senator Munpr. What is that? 

Mr. Fianacan. No permission was found. 

Senator Munpr. So far as we know he got that $13,942 without the 
chief of his service approving or knowing anything about it ? 

Mr. Fuanacan. Yes, sir. 

Senator Hory. Where was Kelly located during this time? 

Mr. Beturno. I believe in New York. 

Senator Hory. And this was classified as commissions? 

Mr. Betuino. Yes, sir. 

Senator Hory. Or advancements on commissions that would indi- 
cate that he had obtained business for this company ¢ 

Mr. Betirno. Yes, sir. 

Senator Unperwoop. Mr. Chairman, could I ask, do you know 
whether he did actually obtain any business or whether he was actually 
acting as a salesman for the company ¢ 

Mr. Beuiino. There were commissions credited to 
sales made to Warner Hudnut. 
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Mr. Fianacan. Warner Hudnut Corp. 

Senator Horry. Do you recall the amount of that? 

Mr. Betxrno. No, sir. 

Mr. Fianacan. I think Mr. Stanhope can give us those amounts. 

Mr. Srannorr. We cannot. 

Mr. Betxino. We will take it this evening and have it ready for you 
-by the morning. 

Senator Nixon. May I ask, has the staff made any investigation on 
whether or not any cases are pending or have been pending, com- 
plaints involving this corporation, with the Wage and Hour Division ? 

Mr. Fcanacan. I believe Mr. Leece, one of our assistant counsel 
can state for the record what that situation might be. Just state 
it for the record. 

Mr. Leece. They had been subject to three different investigations, 
two in 1945 and one in 1949; and none of them—they were in New 
York, but at the time Mr. Kelly was attached to the Newark office and 
had nothing to do with the investigations. 

Senator Nixon. They have been subject to investigation in 1943 and 
1949 ¢ 

Mr. Leece. Two in 1948 and one in 1949. 

Senator Nixon. Have they had any difficulty since Mr. Kelly sold 
them the American Lithofold Co. contract 

Mr. Leece. Well, they had this one investigation in 1949, as the 

result of which they were required to pay back wages in the amount 
of about a thousand dollars. 

Senator Nixon. That is before Kelly’s 

Mr. Leece. Well, Mr. Kelly was in oe: Newark office, and the in- 
vestigation I am speaking of occurred in New York. He had no con 
nection at all with the investigation. 

Senator McCarruy. The question is, since Kelly was hired by 
American Lithofold, and sold Warner Hudnut, has Warner Hudnut 
had any difficulty with the Wage and Hour Division ? 

Mr. L EECE. No. 

Senator McCarruy. None since then ¢ 

Mr. Leece. Except the one item; that was in December 1949, and 
if my memory serves me right, he was retained somewhat earlier in 
1940. 

Senator Hory. Give us the date of employment of Kelly if you can. 

Senator Munpt. While he is looking up that evidence, may I ask 
assistant counsel whether the American Lithofold Co, had any trouble 
with the Wage and Hour Division since Mr. Kelly has been in their 
employ. 

Mr. Leece. We have not made an investigation. 

Senator Munpr. I suggest that they make an investigation. 

Senator McCarruy. While Mr. Bellino is checking “that, will you 
check this, and answer this question: Mr. Olson is chief inspector of 
the Alcohol Tax Unit in New York. He collected, I gather, about 
$5,000 in commissions directly, and Mr. Nunan collected $4,055 on 
sales that Mr. Olson made. Question: Were those sales made to cor- 
porations or businesses engaged in the sale of liquor or having any- 
thing to do with liquor? 


Mr. Stannopr. Our records indicate that the sales were made to the 


liquor industry, yes, sir. 
Senator Nixon. How many? 
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Senator McCarrnuy. All of them. 

Senator Horry. I might say for the record that Mr. Olson has been 
released from service and is no longer with the Department. 

Senator Munpr. Was or has been since? 

Senator Horry. He was released by the present Commissioner of 
Internal Revenue since he came in. I do not know the exact date, but 
it has been recently that he resigned. 

Mr. Fuanacan. He resigned on August 24 of this year. 

Senator Munpr. Since this situation has been in the paper? 

Mr. FLanaGan. Yes. 

Senator Munpr. Since the investigation got under way. 

Senator Hory. All right. Do you have the date for Mr. Kelly? 

Mr. Betxino. Senator, we have an item known here as a request for 
disbursement, which has the initials of Mr. Stanhope, dated April 
21, 1949, giving instructions to their payroll clerk, one Anita is the 
first name, and it says: 

Issue check to John L. Kelly for $1,000. Purpose advance on commission 
(charge to W. D. Special). 

It is signed by H. W.S. for R. J. B. April 21, 1949. With respect 
to instructions it states— 


Mail check to Walter Doxon, 9 South Clearmont Avenue, Margate, N. J. 


Mr. Franacan. Who is Mr. Doxon? 

Mr. Betxirno. He is an internal revenue agent assigned to the Newark 
office. 

Senator Nixon. At that point, may I ask this question: Where does 
Mr. R. J. Blauner file his income tax ? 

Mr. Franacan. R. A. Blauner, you mean ? 

Senator Nixon. R. A. Blauner. 

Mr. FLanaGan. Newark. 

Senator Nixon. May I ask a further question? Has the staff 
checked on the income tax returns of Mr. R. A. Blauner during the 
past 2 years? 

Mr. Franacan. We have not the authority to obtain income tax 
returns from the Internal Revenue Bureau in connection with this 
case, Senator. 

Senator Nixon. I understand. What I am getting at is if Mr. 
Blauner has the right to turn over those returns. 

Mr. Franacan. Yes. We are now making efforts to obtain from 
Mr. Blauner, who is in Cuba, a release so that we can get his returns 
from Washington, 

Senator Nixon. In other words, if he wants the record cleared up, 
we can go over the returns and check the records. 

Mr. Fuanaaan. Yes, sir. 

Senator Nixon. Do you have any information in that connection 
about any other employee in the Newark office ? 

Mr. FuanaGan. We have information that a girl, Marion O’Connor 
was on one occasion a guest of R. A. Blauner in Florida. 

Senator Nrxon. For how long? 

Mr. Fuanacan. Two weeks. 

Senator Nixon. Two weeks. 

Marion O’Connor was an auditor in the Newark office of the In- 
ternal Revenue Department, I understand ? 
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Mr. Fianagan. Yes, sir. 

Senator Nixon. Was she not the one who audited Mr. Blauner’s 
account ¢ 

Mr. Fianacan. I understand from a discussion I had today with 
the Internal Revenue Bureau that they are checking the whole mat- 
ter that she audited his 1944 return. 

Senator Nixon. It seems to me it is important in the light of this 
evidence of the payment to Mr. Doxon 

Mr. Fuanacan. Doxon. 

Senator Nixon (continuing). And this relationship with Miss 
O’Connor, in order to get the record clear on R. A. Blauner, that he be 
urged to return to Washington and testify in this case, and if he 
cannot do it at the earliest possible time that that income tax release 
be obtained. I trust the staff can do it. 

Senator Hory. The staff have already taken that matter up. 

Senator McCarrnuy. I did not get a complete picture on O'Connor. 
O°Connor was a guest of Blauner in Florida, did you say ? 

Mr. Fuanacan. | am just stating from what we have gathered from 
our discussions with her and from information we have received, 
that Miss O'Connor, who just came to our attention within the last 
24 hours, and will be called to testify here—— 

Senator McCarruy. I see. 

Senator Hory. Now, that covers the entry about Mr. Kelly. 

Mr. Beiurno. Yes, sir. 

Senator Hory. The period of time. 

Now, let us take up the commissions paid to Karen Katherman. 

Senator McCarruy. I would like to ask one question: Did you say 
the records show that Kelly actually made the sales? Could you de- 
termine that from the books? 

Mr. Beiirno. The record shows there were sales made to Warner 
Hudnut for which commissions were credited to Kelly. 

Senator McCarrny. My question was this: Were the sales to 
Warner Hudnut sufficient so that the commission would normally 
amount to $13,000 ¢ 

Mr. Betirno. No, sir. 

Senator McCarrny. You would not know ? 

Mr. Betirno. No, sir; they were not large enough. 

Senator McCartruy. They were not ¢ 

Mr. Betirno. They were not large enough to amount to $13,000, 

Senator McCartuy. So that part of the $13,000 actually then were 
not commissions ¢ 

Mr. Bettino. Part of it was not earned. In fact, their custom has 
been where the advances have exceeded the earnings, or there are no 
earnings whatsoever, the item would be charged to an account known 
as losses on advances to salesmen and written off as an expense item. 

Senator McCarruy. Can you tell me how much of the $13,000, if 
you have that information, how much of the $13,000 was earned ¢ 

Mr. Betirno. I don’t have that right at the moment. We have the 
information, but I don’t have it summarized to give it to you. 

Senator McCarrny. Would you roughly give it to me? Would you 
say it was half or one-fourth / 

Mr. Betuino. My guess is that it was less than a quarter. 

Senator McCarruy. I see. 
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Senator Munpr. Less than a quarter that was earned / 

Mr. Be.irno. Yes. 

Senator Nixon. Just a moment. The man in the Newark office re- 
ceived $1,000, is that right / 

Mr. Bewirno. That check was sent to Walter Doxon; yes, sir. 

Senator Nrxon. Walter Doxon of the Newark office. 

The same question on him that Senator McCarthy asked about the 
other one: What do the records show in regard to the sales for com- 
missions amounting to a thousand dollars? 

Mr. BexxirNo. It does not show any. Of course, that is charged to 
Kelly, Senator. 

Senator Nixon. I understand it is charged to Kelly. 

Mr. Betxino. Yes. 

Senator Nixon. But you have no way to break down the thousand 
dollar amount—let us put it this way: There is nothing in the record 
to show that Walter Doxon made a sale which would entitle him to a 
thousand dollar commission ¢ 

Mr. Betxurno. That is right. 

Senator Nixon. There is nothing in the record to show that. 

Mr. Beturno. There is nothing in the record. 

Mr. Fuanacan. Can you help us on that, Mr. Stanhope? 

Mr. Sranunore. Specifically, what is the question / 

Mr. Fuanacan. Can you tell from your records whether these com- 
missions that were paid to Kelly were actual commissions on sales or 
were advances on future sales / 

Mr. Srannore. The records will show that information; I don’t 
have it in front of me. 

Mr. Fuanacan. Do you have any independent knowledge of 
whether you were paying him for sales he was actually making or 
paying him for advances? 

Mr. Stannope. I was under the impression that we were paying 
for sales to Warner Hudnut. 

Senator Hory. After looking at the record, is it refreshed in your 
mind ? 

Mr. Srannore. No; it does not. 

Se nator McCarruy. May I suggest, Mr. Chairman, that Mr. Bel- 
lino get that information, if you can get it without too much difficulty. 
and put it in the record tomorrow. 

Senator Munpr. I think the note that Mr. Bellino read said that 
Mr. Stanhope was directing the issuance of that check at the sugges- 
tion of Mr. Blauner. 

Mr. Betiino. R. J. Blauner: ves, sir. 

Senator Munpr. It was not Mr. Stanhope’s suggestion, but he was 
doing it at the request of Mr. Blauner, isn’t that what the note said ? 

Mr. Sranuope. Yes, sir. 

Senator Hory. Mr. Bellino, if you can get additional information, 
supply it to the reporter, so that it will be in the record. 

Mr. Betiino. Yes, sir; we will supply it. 

Senator Horny. Karen Katherman. 

Mr. Betirno. We don’t have that summarized as yet. 

Mr. Fianagan. Mr. Stanhope, can you tell us what commissions 
were paid to Karen Katherman from 1943 to date ? 

Mr. Srannopr. Yes; I can tell you. 

Mr. Franacan. Will you read that into the record ¢ 
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Mr. Srannore. At least I thought I could tell you. I don’t find 
the memorandum I thought T had. 

Senator Horry. Who was Karen Katherman? Who is she? 

Mr. Srannorr. Well, she is a young lady in charge of the south- 
eastern division located in Charlotte, N. C. 

Senator Hory. Does she represent the company ? 

Mr. Sranuore. Yes, sir. 

Senator Horny. Making sales? 

Mr. Sranuore. Yes, sir. 

Senator Hory. And she has been with the company since 1944? 

Mr. Srannorr. No, not entirely, no. There was a period there 
in which she was not an employee of the ¢ ompany. 

Senator Hory. How much of the time has she been employed by the 
company ? 

Mr. Srannore. Well, to be specific, I will have to find my memo- 
randum. I thought she was out in 1947 and came back again in 1951, 
if my recollection serves me right. 

Senator Hory. If you have a record, that will show how much you 
paid her in commissions. 

Mr. Sranuore. Yes. That record is here some place; 1946, 
932.02. 

Senator Munpr. Nineteen thousand how much ? 

Mr. Sranuope, $19,932.02. 

Senator Horry. That amount was paid in the year 1946? 

Mr. Srannore. That is right. 

Senator Munpr. The first payment she got? 

Mr. Strannore. That is the first entry, yes, sir. 

Senator Hory. And that covered that year? Was that all that was 
paid for that year? 

Mr. Sranuore. That is all our records indicate, yes. 

Senator Hory. All right. 

Now, have you any ener payments made to her? 

Mr. Srannoper. 1945, $98,371. 

Senator Hory. How rane ; 

Mr. Sranuope. $98,371. 

Senator Munpr. What year? 

Mr. Sranuope. 1945 

Senator Munpr. You just said 1946 was the first entry. 

Mr. FLanacan. He is going backwards. 

Mr. Srannopre. I am going backwards. 

Senator Munpr. You are reading it backwards; no wonder, I am 
getting confused. 

Senator Horry. 1945 now. 

Senator Munpr. Back in 1945, how much? 

Mr. Srannwope. $98,371. 

Senator Munprt. Seven four? 

Mr. Strannope. Seven one; but that is a round figure apparently— 
1944, $117,246. 

Senator McCarruy. I did not get that. 

Mr. STannope. $117,246. 

Senator McCartrny. What year was that? 

Mr. Strannopre. 1944. 

Senator McCarruy. She was not in charge of the district at that 
time? She was Mr. Blauner’s secretary at that time, is that right? 
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Mr. Sranuopre. I don’t know what the circumstances were. 

Senator Hory. Where was she representing the company? Was 
it in Charlotte ¢ 

Mr. Sranuore. It is my understanding she was representing the 
company in New York and Washington at that time. 

Senator Hory. New York and Washington ‘ 

Mr. Sranunope. That is right. 

Senator Horry. You gave her address as Charlotte. 

Mr. Sranuore. That is her present address. 

Senator Hory. Present address; but this time she was representing 
the company where? 

Mr. Srannorr. New York and Washington. 

Senator Hory. For the years 1944, 1945, and 1946, the payments were 
made to her as indicated by the statement which you have just made? 

Mr. Stranuore. That is right. 

Senator Hory. Did she go off the payroll in 1946? 

Mr. Srannorpr. She either went off the payroll in 1946 or 1947, I 
don’t know which of the 2 years. 

Senator Hory. During this period that she was receiving these 
rather large sums, were they entered up as commissions ? 

Mr. Stannore. Yes, I am sure they were. 

Senator Horry. Was she making sales for the company? 

Mr. Stannore. Making sales; I understand she was making sales 
for the company, yes. 

Senator Horry. Do you have any record of the sales made by her? 

Mr. Stannore. Well, apparently we have, but I have not looked at 
that record. 

Senator Hory. Isee. But anyway the amounts paid here in 1944— 
the amount was $117,246; and in 1945 and in 1946, all of those were 
presumably paid on commissions on sales which she made? 

Mr. Stannore. That is right. 

Senator Nixon. In that connection, I note in totaling these figures 
that approximately for those 3 years she received $235,000 in commis- 
sions. What was the standard commission, if there was one, or ap- 
proximately what was the commission on sales, the percentage allowed 
to the salesmen ¢ 

Mr. Srannore. Well, I don’t know at that time without looking up 
the records, but probably 1, 2, 3, 4, 5 percent, some place in there. 

Senator Nrxon. She was a pretty good salesman, wasn’t she? 

Mr. Srannorr. Well, frankly, my understanding of the situation 
was this: That she designed or worked with the American Railroad 
Association in designing a standard bill of lading for them, which was 
adopted by all the Government agencies during the last war, so that 
that probably accounts for commissions. 

Senator McCarrtuy. In other words, the commission was largely 
then on forms sold to the Government ? 

Mr. Stannoprr. I don’t know about that. 

Senator McCarruy. Well, vou just told me that she designed the 
form that the Government used during the war. 

Mr. Stannope. She designed that one form, but I have not looked at 
the records to see what 

Senator Horr. Presumably from this, then, she had made sales 
which covered these amounts ? 
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Mr. Stannore. That is right. 

Senator Hoey. And you say she designed this special form which was 
used by the railroads during World War IT? 

Mr. Srannore. That is my understanding. 

Senator McCarruy. Do you know what percentage of her sales were 
made with the Government? 

Mr. Stannoprr. I have no idea. 

Senator McCarrny. Mr. Bellino, have you checked that at all? 

Mr. Bettrwo. We have not, Senator, because it goes back beyond the 
period we were interested in, you see, since 1946, 1945, 1944, and 1943 
and we had confined our investigation to 1948 on. 

Senator McCarruy. I see. 

The additional 3 years, 1944, 1945, 1946; is that correct ? 

Mr. Betirno. 1943 there were some commissions. 

Senator Horr. 1944, 1945, and 1946. 

Senator McCarruy. What was the figure in 1943? 

Mr. BELLINO. He testified from 1944 on, but he also has 1943. 

Mr. StanwHopre. $37,538.13. 

Senator McCarr Hy. How about 1942? 

Mr. Stannore. Well, the records I took this from did not go back 
beyond 1943, but I did have a date when she came to the company. 

Senator McCarruy. Could you check and tell us what portion of 
those sales were made to the Government agencies ? 

Mr. Stannore. Not without checking the records; no. 

Senator McCartruy. Will you check the records, then ? 

Mr. StanHore. Yes; we can check the records. 

Senator McCarruy. If that is agreeable to the chairman. 

Senator Munpr. Using your maximum figure, you said you paid a 
commission anywhere from 1 to 5 percent, and assuming it is 5 per- 
cent, this young lady must have sold $4,000,000 worth of ‘merchandise 
in those 3 years, something over that at close to 5 percent. Roughly 
what was the total business done by your company in those years, 1945, 
1946, and 1947? 

Senator Hogry. 1944. 

Senator Munpr. 1944, 1945, 1946. 

Mr. Stanworr. In 1944, 1945, and 1946, we did a total of about 
$9,500,000. 

Senator Munpr. In that 3-year period she was responsible for about 
half of it? 

Mr. Srannopr. Well, don’t take my figure of 1, 2, 3, 4, 5 percent 
asa figure. Isay generally speaking. 

Senator Munpr. I am taking the biggest figure you gave me. If 
you got down to 1 percent she did all the business and more. I know 
you had a lot of other salesmen. 

Mr. Stannore. You would have to verify that percentage; I don’t 
know. 

Senator Munpr. Yes. 

Senator McCartruy. What was the total business in 1944? 

Mr. Srannore, $3,246,000 approximately. 

Senator Horry. Now, let us come to the account of R. A. Blauner. 
Have you those figures for 1944? 

Senator Nrxon. Excuse me, Mr. Chairman, but these are the total 
payments to Karen Katherman ? 
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Senator Hory. That is right. 

Senator Nixon. She received nothing further from the company 4 

Senator Hory. No. She came back further into the employ of the 
company in 1951. 

Senator Nixon. Could I ask one other question ¢ It seems to me 
when we consider the size of the amounts, that here again a further 
check should be made insofar as whether or not there were any kick- 
backs involved or whether this was actually a legitimate commission 
transaction. 

Mr. FLanaGan. We have a release from Miss Karen Katherman’s 
income-tax returns, and we will get that. 

Senator Munpr. May I ask another question about this somewhat 
curious kind of bookkeeping system you have got, which is confusing ¢ 
Does it show in addition to the fact that you paid this lady some 
$235,000, does it show the exact amount of sales that she made each 
year ? 

Mr. Stannore. Not without making a summary of it, no. 

Senator Munpr. Is it in the books ? 

Mr. StTannope. It would have to be picked out of the books; 
not summarized, no. 

Senator Munpr. Is it there in such a way that she would be listed 
as a salesman, and there would be a ledger account, and we would find 
out exactly how much merchandise she sold; to see during the year 
when she got $117,000, how much she sold that year, and how much 
she sold the year she got $98,000 ? 

Mr. Sranuorr. F rankly, I don’t know, because I never looked back 
to see how the books were kept. 

Senator Munpr. You were not the comptroller at that time ? 

Mr. Stannorpr. That is correct. 

Mr. Franacan. You say you have not got the figures on R. A. 
Blauner? 

Mr. StanHore. [ have not the summary on it. 

Senator Hory. Have you, Mr. Bellino? 

Mr. Beiuino. Senator, I have the total commissions as to R. 
Blauner in 1948 of $8,114.39; and in 1949, $13,500; in 1950, ceaie 
in 1951, $21,000. These are more or less advances on commissions 
payable. 

Mr. Fianacan. I have here, Senator, a list of commissions payable 
to Mr. Blauner, which was turned over to me by a lawyer this morn- 
ing, and I assume he got those from you. 

Mr. Srannoprr. I am sorry, I do have that. 

Mr. Fuanacan. Read it into the record, the commissions paid R. A. 
Bk: aa from 1943 on. 

Mr. Srannopr. 1943, $52,103.92. 

Senator McCarruy. A little louder. 

Mr. Srannoper. $52,103.92. 

Senator Hory. 1944? 

Mr. Sranniorer. $125,493. 

Senator Hory. 1945? 

Mr. Sranworpe. $108,903 

Senator Hory. 1946? 

Mr. Srannore,. $33,334.83 

Senator Hory. 1947? 
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Mr. Srannope. $10,792.49. 

Senator Hory. 1948? 

Mr. Srannope. $7,703.58. 

Senator Horny. 1949? 

Mr. Srannore. $18,000. 

Senator Hory. 1950? 

Mr. Sranuorr. I did not pull that record off. 

Mr. Fianacan. The difference between our figures and yours is 
because we have not had an opportunity to get all of the sales in Mr. 
Bellino’s figures yet. 

Mr. Sranuopr. Yes. 

Mr. Franacan. But in 1949, Mr. Blauner was paid $18,000 in com- 
missions, js that right? 

Mr. Srannope. Well, that was not commissions entirely, either. 
That was an RFC agreement that he got that much money. 

Mr. Fianacan. That is the total amount of money he got from 
the company in salaries and commissions in 1949 ¢ 

Mr. Srannorer. That is correct. 

Mr. Fuanacan. From the books and the records? 

Mr. Srannorr. That is correct. 

Senator Hory. What position did he hold with the company ? 

Mr. Srannore. He held no position with the company. 1949 is the 
year he came back with the company. 

Senator Horry. Where was he stationed ? 

Mr. Srannope. He was stationed in New York and Washington. 

Senator Hory. In-New York and Washington ? 

Mr. Srannopr. That is right. 

Senator Hory. He wastheson of Mr. R. J. Blauner? 

Mr. Srannore. That is right. 

Senator Hory. And this payment, as I indicated, represented both 
his salary and commissions or whatever services were rendered ? 

Mr. Stannorer. That is right; it was a limit placed by the RFC. 

Senator Hory. Yes. 

Senator McCarrny. In view of your testimony that you charged 
off as commissions and salaries paid to people who were not se ling, 
such as Boyle and Siskind, there is no way you can tell by looking 
at the books whether these payments actually represent commissions 
or not; is that correct 

Mr. Srannore. Well, that is right, excepting our records do show 
the commissions credited to the various accounts of the individuals, 
if they were selling as an agent of the company. 

Senator McCarruy. May I ask the chairman to order the witness 
to check the account of John L. Kelly and give us the detailed infor- 
mation as to what part of the $13,290 was actually earned commis- 
sions on sales made. 

Senator Horry. I wish you would furnish that information for the 
committee. 

Senator Nrxon. Mr. Chairman, could I ask one question in line 
with something you have already asked? The chairman has ques- 
tioned you on one of the employees of the company who had been 
or now is also an employee of the Government, and I want to see if 
there is any addition to that list that we should have. 

As I understand now you had Mr. Finnegan, the Collector of In- 
ternal Revenue, in St. Louis, on the payroll, and he also was an 
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employee of the Government at the time; Mr. Olson of the Alcohol 
Tax Unit was on the payroll, and he also was an employee of the 
Government at the time he was on the company’s payroll, although 
he has since been relieved of his position. 

Mr. Kelly of the Wage and Hour Division was an employee of the 
Government who also received money from the company, 
parently he still is with the Government. 

Mr. Walter Doxon of the Internal Revenue Department of the 
Newark office also was an employee of the Government, and apparently 
still is, and he received a $1,000 commission. 

My question is this: Do you know of any other individuals who 
either were at the time they were receiving funds from the American 
Lithofold Co. or are now employees of the Government or who are 
former employees of the Government? I might add to that list, 
among former employees, we have Mr. Toole, who left a position with 
the Smaller War Plants Corporation to go with this concern; we have 
Mr. Nunan, formerly with the Internal Revenue Department. What 
other former or present Government employees do you have on your 
payroll at the present time or have you had ¢ 

Mr. Stannopre. I don’t know of any. 


Senator Nixon. Do you have a Mr. Charles Moling on your pay- 
roll? 


Mr. Strannore. Oh, yes. 

Senator Nrxon. Wasn’t he a Government employee ? 

Mr. Strannore. That is right. 

Senator Nrxon. What was his position? 

Mr. Sranuore. I don’t know. 

Senator Nrxon. He was in the Air Force; was he not? 

Mr. Srannore. I have heard that; yes. 

Senator Nixon. He was a contracting officer for 
he not, in the Air Force? 

Mr. Srannore. I don’t know that. 

Senator Nrxon. Do you know whether Mr. Moling had anything 
to do with procurement contracts involving this company ? 

Mr. Srannore. I don’t know; no. 

Senator Nrxon. How much do you pay him? What is his salary? 

Mr. Srannore. His salary is a drawing against commissions of 
$25,000 a year. 

Senator Nixon. $25,000 a year? His salary before he went with 
the company was approximately $6,200 a year, to your knowledge, 
and do you know whether or not he was involved in any activities in- 
volving procurement for the Air Force which might have involved 
directly or indirectly this company ? 

Mr. Srannore. Personally, I don’t know. 

Senator Nrxon. You did not know—personally, you say you do not 
know. Do you know any by conversations with other employees of 
the company? What do you know on that point? 

Mr. Sranuope. I understood he was in the Air Force. 

Senator Nrxon. Air Force in what capacity ? 

Mr. Stannore. But his specific capacity 

Senator Nixon. Where did he work in the Air Force? 

Mr. Stannorer. He worked in Washington. 

Senator Nrxon. In Washington, in the Pentagon? 
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Mr. Sranuore. I don’t know whether he worked in the Pentagon. 
Senator Nixon. Did you know whether he was in the business end 
or the flying end or which end? 

Mr. Sranuore. I presume the business end; I don’t know. 

Senator Nixon. You presume if he is in the Pentagon that he is in 
the business end, but you do not know whether or not he was in pro- 
curement or not ¢ 

Mr. Srannore. No, sir. 

Senator Nixon. Do you know of any other people who formerly 
were or are now with or were with the Government and with this 
company as well? 

Mr. Srannore. To the best of my recollection, I don’t remember. 

Senator Nixon. Do you know of any individuals who are closely 
related to Government employees who have formerly been on your 
payroll or are now? 

Mr. Stanuore. Well, I understand there is a Connerty in Chicago. 

Senator Nixon. What is that name? 

Mr. Stannore. Connerty in Chicago. 

Senator Nrxon. Would you spell it, please ? 

Mr. Srannore. C-o-n-n-e-r-t-y. 

Senator Nixon. What is his or her name or capacity ? 

Mr. Srannore. Well, there were payments that went to them under 
the name of 

Senator McCarruy. What was Connerty’s job in the Government ? 

Senator Nixon. He is getting to it. 

Mr. Sranuope. It is on the record as E. Connerty. 

Senator Nrxon. What is the name again? 

Mr. Srannore. E. Connerty. 

Senator Nrxon. E. Connerty ? 

Mr. Sranuope. That is right. 

Senator Nixon. Yes. 

Do you understand that he is now with the Government or is he 
related to somebody in the Government ? 

Mr. Srannore. My understanding is that he is a brother. 

Senator Nrxon. A brother of whom ? 

Mr. Srannore. A brother of Dan A. Connerty. 

Senator Nrxon. Who is Dan Connerty ? 

Mr. Srannore. Well, I don’t know. 

Senator Nixon. Now, my question is, Mr. Stanhope, my whole line 
of questioning was, whether or not this was an individual who was 
related to a Government employee. I mean, you must know who he is. 

Mr. Sranuore. Well, now, look—— 

Senator Nixon. Is Dan Connerty with the Government? Let me 
ask you that question. 

Mr. Sranuore. I was told that Dan Connerty had some position. 

Senator Nixon. With whom? 

Mr. Stannore. With the Government or the State, but I don’t know 
who. 

Mr. Fuanacan. For the record, Dan Connerty is supervisor, Al 
cohol Tax Unit, Treasury Department, Chicago. 

Senator Nrxon. Treasury Department, Chicago? 
Mr. Fianacan. United States Treasury. 
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Senator Nrxon. In what capacity did his brother receive his pay- 
ment ? 

Mr. Sranuore. He received commissions. 

Senator Nrxon. As a salesman ? 

Mr. Srannore. That is right. 

Senator Nixon. He is a salesman also? 

Mr. Sranuore. He received commissions. 

Senator McCarruy. Were his sales made to corporations dealing in 
liquor? 

{r. Srannore. There is one entered here Old Rose, distributor; the 
rest of them are commercial accounts, as far as I know. 

The names are Lapham Hickey, Old Rose distributor, Amour & Co. 
were the three that are listed here. 

Senator McCarruy. How large was the liquor account ? 

Mr. Srannope. Well, he received $29.47 on the Old Rose. 

Senator McCarruy. What were his total commissions? 

Mr. Stannore. He received commissions of about $200, about $300 
all told. 

Senator Nixon. Over what period of time? 

Mr. Stannope. The first entry is July 8, 1949, and the present entry 
is January 31, 1950. 

Senator Munpr. Dan Connerty then is with the Treasury Depart- 
ment in Chicago, right ? 

Mr. Srannore. That is what I am told; yes. 

Senator Munpr. I would like to ask Mr. Flanagan which of the 
Blauners paid their income taxes in Chicago. 

Mr. Firanacan. Mr. Blauner, Senior, but Mr. Connerty has nothing 
to do with income tax. He is head of the Aleohol Tax Unit; he has 
the same job in Chicago that Olson had in New York with the Treasury 
Department. 

Senator Hory. Mr. Stanhope, can you give us the dates when Mr. 
Moling left the employ of the Air Force and joined or was employed 
by American Lithofold ? 

Mr. Sranuope. No, I cannot give the exact date. It was sometime 
within the last 

Senator Hory. Sometime when ? 

Mr. StannHore. Sometime this year. 

Senator Hory. Sometime this year? 

Mr. Stanuope. Yes, sir. 

Senator Hory. He was employed in the Air Force in the capacity 
that you mentioned, and then he entered the service of the American 
Lithofold sometime this year? 

Mr. Srannore. That is right; that is our record. 

Senator Hory. Now, these payments were made to him before or 
after he joined the company sometime this year ? 

Mr. Stannopre. His salary started at the time he started to work for 
the company. 

Senator Hory. Had any payments been made to him before that 
time, before he came with the company ? 

Mr. Stannope. Not that I know of; no. 

Senator Hory. All right. 

I want you to turn to your record of total sales from 1946 up to this 
time, and I want you to give us the amount which was made on total 
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sales with the Government and total sales of commercial accounts each 
year. 

Mr. Srannors. Will you give me the second figure? 

Senator Hory. I want the total amount of your sales, and how much 
of it was for Government and how much was commercial. 

Mr. Sranuore. The first year you want is what? 

Senator Horry. 1946. 

Mr. Srannore. 1946, the Government was $2,275,518.34. 

Senator Hoey. All right. 

Mr. Stanuore. Commercial accounts, total sales, or what? 

Senator Hory. All three of them ? 

Mr. SranHope. $3.048,195.05. 

Senator Horr. Now, that includes commercial and the Govern- 
ment, does it not? 

Mr. Srannore. That is right. 

Senator Hory. Have you got it separated there? 

Mr. Sranuope. Yes. 

Senator Horry. How much business was commercial ? 

Mr. Srannope. $772,676.71. 

Senator Hory. All right. 

Now, that was 1946 business ? 

Mr. Srannorpe. That is right. 

Senator Hory. Let us take 1947. 

Mr. Srannorr. Government accounts $662,894.82. 

Senator Hory. All right. Commercial? 

Mr. Sranunopre. $1,784,114.50. 

Senator Hory. Making a total of? 

Mr. Srannorpe. $2,465,505.77. 

Senator Horry. 1948? 

Mr. Srannore. Government, $794,254.50. 

Senator Horry. All right. Commercial ? 

Mr. Srannope. $1,936,751.03. 

Senator Hory. The total? 

Mr. Sranunopre. $2,745,412.22. 

Senator Hory. 1949? 

Mr. Sranuore. $663,636.98 Government. 

Senator Hory. That is Government ? 

Mr. Sranunore. Yes. Commercial is $1,940,721.75. 

Senator Hory. All right. The total? 

Mr. Srannopr, $2,572,578.38. 

Senator Hory. 1950? 

Mr. Sranuwore. $1,401,696.92 Government. 

Senator Hory. All right. Commercial ? 

Mr. Sranuope. $2.330,942.01. 

Senator Horry. Total? 

Mr. Sranwope. $3.743.650.52. 

Senator Hory. And, of course, you have not got 1951? 

Mr. Stannore. Well, I have the first 6 months. 

Senator Hoey. All right, give that. 

Mr. Sranuore. No, I have the first 7 months. 

Senator Hozy. All right, 7 months. 

Mr. Sranuorpe. Government, $2.186,.657.46. 

Senator Hory. All right, commercial ? 
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Mr. Srannore. $1,818,400.68. 

Senator Horry. All right. Total? 

Mr. Srannore. $4,005,058.14. 

Senator Hory. Now, I notice that since the war in Korea began 
that your sales with the Government have increased. 

Mr. Sranuoprpr. Yes. 

Senator Hory. Just as a matter of fairness, and in comparison, 
would you go back to 1943 or 1944 and show what your Government 
and commercial sales were at that time? 

Mr. Srannore. 19438, the Government was $1,045,000; the commer- 
cial, $572,000; for a total of $1,615,000. 

Senator Hory. All right. In 1944% 

Mr. SranuHore. $2,581,000. 

Senator Hory. That was Government ? 

Mr. Stannore. Government ; $664,611.24 commercial ; $3,245,611.24 
total. 

Senator Horry. And then 1945? 

Mr. Stranuope. $2,669,000 Government. 

Senator Hory. And commercial / 

Mr. Srannore. $619,822.77. 

Senator Hory. Total? 

Mr. Stannope. $3,288.822.77. 

Senator Hory. So your Government business was very heavy during 
the World War IT period? ; 

Mr. Srannore. That is right. 

Senator Hory. Then after the close of the war, the Government 
business let down considerably, and commercial became the larger fac- 
tor until 

Mr. Stanuorer. That is right. 

Senator Hory (continuing). The Korean war began? 

Mr. Srannore. That is right. 

Senator Horry. Now, this Government business that you had gotten 
since, say, these years of 1948 and 1949 and 1950, can you tell us what 
proportion of that has been on competitive bidding and what negoti- 
ated contract ? 

Mr. Srannore. No; I would have to look that up. 

Senator Horry. Would you get that figure for us? 

Mr. Sranuore. Yes. 

Senator Hory. I would like for you to get it and insert it in the 
record. Take it for the years 1948, 1949, and 1950 and 1951 up to 
the 7 months, the amount of contracts with the Government that were 
obtained on competitive bidding, and the amount by negotiated con- 
tract. 

Senator Munpr. Mr. Bellino, you say that you have an investigator 
of our committee now in St. Louis who has contact with the books of 
this company ? 

Mr. Betiino. Yes, sir; we have one there and one on his way her 
with information. 

Senator Munpr. I would like to have you check over the books of 
the company for the total sales as against the total commissions fo1 
each of these individuals that we are talking about today, because if 
I made a rough calculation figured at even 5 percent, the total com 
missions received by Karen Katherman and Blauner are as much as 
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the total sales of the company, and there is nothing left then to account 
for the fees and commissions paid to Olson and Boy le and Siskind and 
Kelly and the rest of them, and I would like to find out how they re- 
late commissions and gratuities and advancements and fees to the 
actual sales and services rendered by these various individuals who 
are on the payroll. 

Mr. Beturno. Yes, sir; we will get that. 

Senator Munpt. That should certainly be available from the com- 
pany books. 

Mr. Stannore. You will have to take them by individual years. 

Senator Munpr. I want them by individual years. 

Mr. Fianacan. Back to that record of cameras, Mr. Stanhope, I 
find that R. A. Blauner received seven of those cameras, and that | J 
Blauner received one; Mr. Green one: Mr. Bridell four, and others 
were distributed one at a time to various people. Eight of them are 
unaccounted for. Do you know who got those eight cameras? 

Mr. Stanuore. No, I don’t. We were going to try to find out who 
those were, but Mr. Bellino has our records, so that I don’t know what 
happened that they can’t be accounted for. 

Senator Nixon. Do you know? 

Mr. Betirno. The individual in charge of the records said that a 
did not keep a record of each camera as it was going out prior to : 
certain period of time, and it is for that reason he did not have aay 
record. 

Senator Nrxon. Eight of them went out when there was no record 
being kept ? 

Mr. Betiino. Yes, sir; eight of them went out, and they kept no 
record of them at the time. 

Senator Nrxon. Do you have any idea where they might have gone ¢ 

Mr. Stanuorr. No; I have not the slightest idea. 

Mr. Frianacan. Mr. Stanhope, do you have any information as to 
who were the recipients of any of those cameras? 

Mr. Srannore. No; outside of the names there where I got one. 

Mr. FuanaGan. You paid for yours, did you not? 

Mr. Stannopre. I paid for one; yes. 

Mr. Fianacan. Do you know anybody else who got any of the 
cameras ? 

Mr. Srannore. That other camera packed for me was given to John 
R. Green, our attorney in St. Louis. 

Mr. Fuanacan. Do you have any recollection from your knowledge 
or examination of the records of any gifts or gratuities of any kind 
that were given to any Federal employees since you have been with 
the corpor ation ? 

Mr. Sranuore. No; other than what is on the record, I have no—— 

Mr. Fuanacan. We are examining the records. Do you know, have 
you any independent recollection, of any such gift or gratuity ? 

Mr. Srannore. No; not without looking up the record. 

Mr. Fianacan. Do you have any recollection of any traveling 
expenses being paid for Government employees out of the corporation 
funds? 

Mr. Sranuorr. There was some airplane tickets purchased in Jan- 
uary or February 1951, I guess it was. 

Mr. Fuanacan. That is this year ¢ 
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Mr. Stanuore. This year, for Mr. Brown in Chicago. That is on 
the records, 

Mr. Fianacan. Who is that, Mr. Elmer Brown? 

Mr. Srannore. Yes, sir. 

Mr. Fuanacan. Who is Mr. Elmer Brown? 

Mr. SranwHorr. I understand he is the agent in charge of the 
Internal Revenue—— 

Mr. Fianacan. In Chicago? 

Mr. Srannorpe. In Chicago. 

Mr. Fuanacan. Yes. 

Mr. Sranuore. And I understand he also paid that money back to 
A. M. Bridell. 

Senator Nrxon. Did you get the money? 

Mr. Stannope. No. 

Senator Nrxon. You are the comptroller of the company / 

Mr. Stanuore. Yes. 

Senator Nixon. Did you pay for the tickets? 

Mr. Srannorr. You see, it came in on a charge account. 

Senator Nrxon. In other words, the company paid the money out ? 

Mr. Stannore. It came back to the company. 

Senator Nixon. Has the company received it yet? 

Mr. Stanuoprr. It has not as yet. 

Mr. Fianacan. How much did they cost, and how much did it 
amount to? 

Mr. Stannopre. I would rather look at the record to give you that 
information. 

Mr. Franacan. They were two airplane tickets to Florida; were 
they not? 

Mr. Sranuore. Yes, sir; I believe they were. 

Mr. Fuanacan. And roughly it cost about $300. 

Mr. Sranuore. I don’t remember that. 

Mr. Firanacan. How did you charge it on the books of the com- 
pany ¢ 

Mr. Sranuope. Charged as travel expenses. 

Mr. Fuanacan. For whom? 

Mr. Srannore. There is no indication. In other words, we don’t 
indicate who the traveling expenses were for. 

Mr. Franacan. Did you charge them to overhead or commissions 
or sales expenses or what / 

Mr. Stanunore. No; we charged—unless we get specific instructions 
at the time to charge it to some individual, we charge it to traveling 
expenses of the corporation. 

Mr. Franacan. And your records show that money has been paid 
out, but there is no record it has yet been paid back ? 

Mr. Srannope. That is right. 

Senator Nixon. When was the money paid out? 

Mr. Sranuore. In January or February of this year. 

Senator Nrxon. January of this year the money was paid out? 

Mr. Sranuope. That is right. 

Senator Nixon. Have you had any conversations with anybody 
about getting that money back ? 

Mr. Stanuope. Yes. 

Senator Nixon. When did you first have a conversation about it / 
Search your memory carefully before answering that question. When 
did you first have a conversation about getting the money back ¢ 
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Mr. Srannore. Well, Mr. R. J. Blauner told me that. 

Senator Nixon. When? 

Mr. Stannorr. Well, I would say some time in the last 2 or 3 
months. 

Senator McCarrny. Since this trouble has started ? 

Senator Nixon. Since the investigation began. Search your mem- 
ory very carefully on this point. Was it after the investigation 
began? It was after the investigation began, was it not ? 

Mr. Srannore. I am not sure that it was. 

Senator Nixon. You think it was, do you not; that is your impres- 
sion ? 

Mr. Srannore. No; you see actually now—— 

Senator Nixon. Let us put it this way, then: Nine months approx- 
imately, or how many months, 7 months after the money was paid 
out, Mr. Blauner then for the first time mentioned it to you; is that 
right ¢ 

Mr. Srannorpr. Well, now, let me answer it this way: I don’t reec- 
ollect the date. I know that it was some time—well, I would not say 
this summer or not—this summer or later. 

Senator Nixon. This summer or later? 

Mr. Srannorr. Right. 

Senator Nixon. All right. 

In other words, now, you paid the money out in January ? 

Mr. Stanuore. That is right. 

Senator Nixon. Some time this summer or later, Mr. R. J. Blauner 
then for the first time mentioned this $300. What did he tell you? 

Mr. Stannopre. He said that it would come in as a credit on Mr. A. 
M. Bridell’s expense account. 

Senator McCarrny. He said what ? 

Mr. Srannore. It would come in as a credit on Mr. A. M. Bridell’s 
expense account, which was to be rendered. 

Senator Nixon. When did the conversation take place? 

Mr. Srannore. Well, I would say it took. place in St. Louis, but I 
am not sure about that. 

Senator Hory. Didn’t you mention something about Mr. Bridell 
in connection with it? 

Mr. Srannore. Yes. 

Senator Nixon. He said that Mr. Blauner told him that Mr. 
Bridell 

Mr. Srannope. You see, it is not unusual for us to get expense 
accounts 6 and 9 months late, as far as that is concerned. 

Senator Nrxon. I am not questioning it, but did you ask Mr. 
Blauner about it or dil Mr. Blauner mention it to you? 

Mr. Sranuope. No. 

Senator Nixon. You did not ask him for the $300, did you? 

Mr. Stanuope. No; I didn’t ask him. 

Senator Nixon. He volunteered the information, did he? 

Mr. Srannope. Yes. 

Senator Nrxon. Some time late in the summer, according to your 
recollection; and Mr. Blauner some place in St. Louis—where could 
it have been, at the office ? 

Mr. Srannore. It could have been at the office. 

Senator Nixon. What happened? He came in and, “I just remem 
bered that trip that was taken back in January, and Mr. Bridell will 
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take care of that out of his account?” Is that what he said, is that 
the way it went ¢ 

Mr. ‘STANHOPE. No: it would be. if I recollect what was said, that 
the expense account was yet to come in from Bridell since the first 
of the year, and at that time it was mentioned. 

Senator Nrxon. At that time what was mentioned ? 

Mr. Stannore. That the money for the trips to Florida by Mr. 
Brown and another individual would come in as a credit. 

Senator Nixon. What other individual? 

Mr. Srannore. Well, there was a man by the name of Campbell 
from Chicago. 

Senator Nixon. He took a trip to Florida, too? 

Mr. Stannore. Yes, he took a trip to Florida. 

Senator Nixon. Who else? Is he connected with the company? 

Mr. Stanuore. Yes. Well, he is not connected with the American 
Lithofold. I understand he is connected with the American Carbon. 

Mr. Fuanacan. What is Mr. Compbell’s connection with American 
Carbon Paper? 

Mr. Stanuopre. I think as a tax consultant. 

Mr. Fiuanacan. Is that Mr. Nigel Campbell, the former internal 
revenue collector in Chicago ? 

Mr. Srannorr. That is right; I understand that was his position. 

Senator Nixon. He was formerly internal revenue collector in 
Chicago? 

Mr. Srannore. That is right. 

Senator Nrxon. Who else did you get tickets for in January? 

Mr. Srannore. Without looking it up I would have to—— 

Senator Nrxon. Did other people get them ? 

Mr. Stannorr. Yes, other people got them. 

Senator Nrxon. Has Mr. Bellino got that? 

Mr. Betxiino. We are working on it. Senator. 

Senator Nixon. Will you furnish that at the next hearing? 

Mr. Beuutno. Yes. 

Senator NIXxon. As l recall how, in other words, you were not con 
cerned about the fact that this money was not in? 

Mr. Srannore. No, sir. 

Senator Nixon. You did not ask Mr. Blauner about it? 

Mr. Srannore. No, sir. 

Senator Nixon. He came into the office one day and said that you 
would get $300 back; is that right ? 

Mr. Stannore. On Mr. Bridell’s expense account. 

Senator Nixon. And you do not recall the date, but it might have 
been after these hearings or after this investigation began; is that 
possible ? 

Mr. Stannore. Well, you see, here is my trouble— 

Senator Nixon. Can you say that it was not or it was, either way ? 

Mr. Sranuore. I do not like to admit something I do 0 know. 

Senator Nixon. Don’t admit anything you should not, but I am just 
tr y ing to get your recollection stirred upa bit. How do you best recall 
it? 

Mr. Srannorr. I don’t know when the boys showed up on this in- 
vestigation. 

Senator McCarruy. Speak up a little louder. 
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Mr. Srannorr. We have been questioned about Mr. Finnegan's tax 
return since a year ago last May, and there has been an investigation 
going on ever since then, and the date you fellows came in, I don’t 
know, so that is w hy I can’t recollect one date worse than the other. 

Senator Nixon. In other words, he talked to you after some kind of 
an investigation was going on ? 

Mr. Srannopr. Yes, that is — enough; an investigation had been 
going on since May of last yea 

Senator McCarruy. How many individuals were sent to Florida 
at your expense ¢ 

Mr. Srannore. I don’t know. 

Senator McCarruy. No idea at all? 

Mr. Stannope. No, I don’t. 

Senator McCarrny. You do not know whether it was 1, 2, 5, 10? 

Mr. Sranuope. | couldn’t—let us look at the records. 

Mr. Fuanacan. Do you now recollect any other gift or gratuity or 
traveling expenses that were paid for Government employees? 

Mr. Stanuore. It is a pretty big question because I don’t know what 
all these e xpenses cover, but I don’t recollect any specific one. 

Senator McCarray. Who paid it? 

Senator Nixon. Mr. Schoeneman was not one who received the 
tickets? 

Mr. Stannorpe. Not that I recollect. 

Senator Nixon. Yo do not recall ¢ 

Senator McCarrnuy. Who paid the hotel expenses of those people 
in Florida? 

Mr. Stannope. I don’t know. 

Senator McCarrny. Did you? 

Mr. Srannuopr. Not direct, no. 

Senator McCarruy. Not direct; all right. Did you pay them in- 
directly ? 

Mr. Stannore. Not unless—well, I don’t know that we paid them 
indirectly. 

Senator McCarruy. You do not know. Do you know how long 
they stayed in Florida? 

Mr. Srannopn, No, I don't. 

Senator McCarrny. Did you issue the checks to pay the hotel 
expenses for Miss O’Connor ? 

Mr. FuanaGan. I might state for the record she did not stay at 
a hotel; she was a guest at one of the Blauners’ homes. 

Senator McCarrny. I see. Did you issue the check to pay for her 
transportation ¢ 

Mr. Stranuopr. Not that I recollect, because I never heard of the 
name before until right now. 

Senator Nrxon. Let me ask you this: I think this may clear up 
this matter. How did Mr. Blauner tell you that Mr. Brown would 
pay back this money, by check, of course? 

Mr. STANHOPE. No. 

Senator Nixon. No? Three hundred dollars? 

Mr. Srannope. He said that it would be credited to Mr. Bridell’s 
expense account. 

Senator Nixon. Oh, I see. So that there is no check on the trans- 
action ¢ 
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Mr. Stranuore. Well, I don’t know. 

Senator Nixon. He got it back in cash, apparently ? 

Mr. Stanuore. I don’t know. I have not the least idea in the world. 

Senator McCarrny. I do not understand the witness. You say you 
were to charge it against Bridell’s expense account ‘ 

Mr. Stanuorr. No. The airplane travel—— 

Senator McCarruy. Yes. 

Mr. Srannore (continuing). Expense is charged against traveling 
expense of the corporation. 

Senator McCarruy. Yes. 

Mr. SranHopr. That. is where the expense is charged. 

Senator McCartny. What is this Bridell deal? He told you to 
charge it against Bridell’s expense account ¢ 

Mr. Stannore. No. He said that it would be credited by Mr. 
Bridell on his expense account as having been received by him. 

Senator McCartuy. I see. But did he tell you that Bridell had 
received it? 

Mr. Srannore. He did not say anything about it. 

Senator McCarrny. He did not say Bridell had received the money ? 

Mr. Stanuope. I took it for granted he had. 

Senator McCarruy. Did he tell you that Bridell had received the 
money ? 

Mr. Stannopre. No, he did not. 

Senator McCarruy. Did anyone tell you that Bridell had received 
the money ? 

Mr. Sranuore. No. 

Senator McCarruy. He did not. 

Senator Nrxon. Have you heard that he has? 

Mr. Srannopr. No. 

Senator Nixon. What is that? 

Mr. Srannopre. I have not heard anything about it. 

Senator Nixon. You have not heard that Mr. Bridell said he got 
back $300 in cash? 

Mr. Sranuorr. I did not talk to Mr. Bridell at all. 

Senator Nixon. It was a cash transaction. You do not know any- 
thing about that? 

Mr. Sranuopr. No, except the conversation with Mr. Blauner. 

Senator McCarruy. Let me ask you this final question, if I may: 
On this particular trip of Mr. Campbell and Mr. Brown, do you know 
whether anyone else was on that trip? 

Mr. Sranuorr. Well, it seemed to me like their wives were on the 
trip. 

Senator McCarrnuy. Their wives also? Now, the cost of sending 
both of those individuals and their wives to Florida, a round-trip 
ticket, would be much more than $300; would it not ? 

Mr. Srannuope. I don’t think so. 

Mr. Fianaean. About $600 for the four of them. 

Senator McCarruy. Do you know how much you charged against 
Bridell’s expense account? Was it $300 or $600? 

Mr. Sranuore. You see, we don’t make charges against Mr. Bri- 
dell’s expense account. He turns in the expense account for the money 
he pays, and then we pay him, and we have not gotten the expense 
account of Mr. Bridell for this year. 
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Mr. Frianacan. In other words, it might help to clear this up, those 
four airplane tickets were charged against the American Lithofold 
Co. charge account. Who bought them ? 

Mr. Sranuore. I don’t know. 

Mr. Fuanacan. Did Bridell buy them? 

Senator Nrxon. You have a charge account and you have to charge 
for the tickets. Could not your records indicate that ? 

Mr. Srannore. Oh, yes. Can you check that? 

Mr. Bewirno. Yes. 

Senator Nrxon. Who bought it? 

Mr. Beturno. I understand A. M. Bridell bought it on his charge 
account, which is charged to American Lithofold. 

Senator Nrxon. Back in January it was that he was charged with 
the tickets ? 

Mr. Bevtrno. That is what I understand. 

Senator Nixon. Let me ask you this in another connection. Mr. 
Blauner testified and said that he was unable to identify an $8,200 
expense marked “Expenses for the Washington office” for the first 
7 months of 1950, and he said that parkepe you could. I wonder if 
you could enlighten us on that point # 

Mr. Srannopre. Yes, I think I can because I was asked that specific 
question. 

Senator Nrxon. I assumed you had, and I thought we ought to get 
the record clear while you were here. 

Mr. Srannore. I understood you thought it was a payment. 

Senator Nixon. We did not know. But here was an $8,200 expense 
marked “Expenses, Washington office” and we just wanted to know 
what it was. We did not assume anything. 

Mr. Green did not know what it was either, incidentally. 

Mr. Stannore. My records run this way: That as the sales are made 
a commission is credited to the salesman or the Washington office or 
whoever is entitled to commission on that particular invoice or par- 
ticular shipment; and in this Washington account the accumulated 
total of commissions credited to the Washington office through June 
29, 1950, totaled $8,208.92, and I understand that is the item in question. 

Senator Nixon. In other words, this is simply an entry which covers 
the commissions paid in the Washington office ¢ 

Mr. Srannore. That is right. 

Senator Nrxon, That is right. 

Mr. Bellino, does that bear out your analysis of the books? 

Mr. Betirno. Senator, I have been waiting for this account. 

Senator Nixon. This is the one we were looking for the other day. 

Mr. Beturno. Yes, sir. : 

Senator Nrxon. Have you had a chance to study it? 

Mr. Betirxo. Not as yet. He has had it since he came down. 

Senator Hory. Any further questions? 

Senator McCarrny. Just one question. Is this a correct statement 
of the situation: That all of these gifts, these cameras and the air- 
plane tickets, the unearned commissions paid out to the various people 
working in the Internal Revenue and other places, they are finally 
being paid back by the Government through the Government con- 
tracts? There is no question about that; is there? In other words, 
the RFC loans—the Lithofold Co. makes a lot of lavish gifts, and 
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gets a contract with the Government, and they must, of course, make 
enough on that contract, the Government contract, to cover these un- 
usual expenses—is that the end result that the Government is paying 
for the airplane tickets, for the unearned commissions, for the cameras, 
for the hams, for the perfume? There is no question about that; is 
there? 

Mr. Stanuore. I would question that; yes. 

Senator McCarrnuy. You would question it? 

Mr. StanHore. Yes. 

Senator McCarrny. O. K. 

Senator Hory. You may be excused, Mr. Stanhope. 

The committee will take a recess until 10 o’clock in the morning, 
at which time Mr. R. J. Blauner will be called, followed by Mr. Cecil 
Green. 

(Whereupon, at 6:10 p. m., the committee recessed, to reconvene at 
10 a. m., Friday, September 21, 1951.) 
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FRIDAY, SEPTEMBER 21, 1951 


Untrep Srares SENATE, 
INVESTIGATIONS SUBCOMMITTEE, 
CoMMITTEE ON EXPENDITURES IN THE Executive DEPARTMENTS, 
Wash ington, 2 oF 

The subcommittee met at 10:15 a. m., pursuant to adjournment, 
in room 375, Senate Office Building, Senator Clyde R. Hoey (chair- 
man) presiding. 

Present: Senator Clyde R. Hoey of North Carolina; Senator 
Thomas R. Underwood of Kentucky; Senator Joseph R. McCarthy of 
Wisconsin; Senator Karl E. Mundt of South Dakota; and Senator 
Richard M. Nixon of California. 

Also present: Francis D. Flanagan, chief counsel; Howell J. 
Hatcher, chief assistant counsel; Carmine 8S. Bellino, accounting con- 
sultant; Jerome S. Adlerman, assistant counsel; William Leece, as- 
sistant counsel; and Ruth Young, clerk. 

Senator Hory. The subcommittee will come to order. 

I notice in the newspapers that they report some very conflicting 
statements about figures. Of course, I can understand that is is 
very difficult for the press to get all the figures right, but I noticed one 
of the reports said that Mr. Boyle received $2,350. Of course, there 
was not anything like that. 

The facts, which are undisputed in all of the testimony, are that 
that Boyle received six checks of $250; that he cashed five of those 
checks, which amounted to $1,250; that he endorsed the other check 
over to Mr. Siskind, and that he cashed it for $250, so that all the 
evidence and testimony shows that the amount received by Boyle 
and that is all the testimony ever since the investigation began, that 
he received—$1,.250 actually, although $1,500 worth of checks were 
made out; so that there is no controversy about those figures. 

I do not know where the figure $2,350 was obtained that I noticed 
in one of the newspapers that stated that Boyle received. 

The next witness is Mr. R. J. Blauner. 

Senator Nixon. Mr. Chairman, before you call Mr. Blauner, could 
I clear up one other matter that I was confused on yesterday ? 

As I recall the testimony concerning Mr. Kelly, who was with the 
Wage and Hour Division, did IT understand our investigator to say 
that Mr. Kelly had never been connected with the New York office of 
the Wage and Hour Division? 

Mr. Fuanacan. The record and the information we have to date, 
Senator, is that Mr. Kelly was formerly connected with the New 
Jersey office of the Wage and Hour Division. Recently he has been 
transferred, and he is now in charge if the Investigations Unit, Wage 
and Hour, for the entire State of New York. 
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Senator Nixon. For the State of New York? 

Mr. Fuanacan. Yes, sir. 

Senator Nrxon. How recently ? 

Mr. Fuanacan. I think within the last 6 or 8 months. We can 
get that, but I not sure of it right now. 

Senator Nixon. In other words, Mr. Kelly is now in charge of the 
New York area? 

Mr. FLanacan. Investigative unit of the New York area. 

Senator Nixon. Yes; the investigative unit of the New York area, 
where the company is located and where the sales were made. 

Mr. Fianacan. Yes. 

Senator Nrxon. Thank you. 

Senator Hory. Mr. R. J. Blauner. 

Mr. Cusicx. Mr. Chairman, I appear on behalf of Mr. Blauner, sir. 

Senator Hory. What is that? 

Mr. Cusick. I am Ralph A. Cusick, and I appear on behalf of Mr. 
Blauner. 

Senator Hory. Yes, I understood it. We will have it in the record 
shortly. 

I will swear you in first, then, Mr. Blauner. Hold up your right 
hand. 

Do you solemnly swear that the testimony which you give in this 
case shall be the truth, the whole truth, and nothing but the truth, 
so help you God? 

Mr. Brauner. I do. 

Mr. Cusick. Mr. Chairman, pictures were taken by the photogra- 
phers prior to the hearing, on the understanding that none would be 
taken at this time. 


Senator Hory. We do not have any during the hearing. We are 
just waiting until they get through. 

Mr. Blauner, you will now give your name and address to the re- 
porter. 


TESTIMONY OF ROBERT J. BLAUNER, PRESIDENT AND TREASURER, 
AMERICAN LITHOFOLD CORP., ACCOMPANIED BY RALPH A. 
CUSICK, ATTORNEY 


Mr. Brauner. Robert J. Blauner. What else? 

Senator Hory. Your address. 

Mr. Brauner. Evanston, III. 

Senator Hory. Your home address?’ Is that your home address? 

Mr. Brauner. That is my legal residence; yes, sir. 

Senator Hory. How long has that been your legal residence? 

Mr. Brauner. For a year. 

Senator Horry. For a year? 

Mr. Brauner. Yes, sir. 

Senator Hory. Prior to that time where was it? 

Mr. Brauner. I lived at several places. I lived at Highland Park, 
1ll., and St. Louis for 60 years. 

Senator Hory. How long have you lived in Illinois? 

Mr. Biauner. Four or five years. 

Senator Hory. Prior to that time you lived in St. Louis? 

Mr. Brauner. St. Louis; yes, sir. 
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Senator Hory. And your residence in Illinois has been at these two 
places you mentioned ¢ 

Mr. Brauner. That is all; yes, sir. 

Senator Hory. You have not been a resident of Chicago, Ill. ? 

Mr. Buavuner. No, sir. 

Senator Hory. Now, Mr. Cusick, give your name and address. 

Mr. Cusick. Ralph A. Cusick, Barr Building. I appeared at the 
executive session, Mr. Chairman. 

Senator Hory. I remember that. But you are attorney for Mr. 
Blauner ? 

Mr. Cusick. That is correct, sir. 

Senator Hory. And you are appearing in that capacity today ? 

Mr. Cusick. Yes, sir. 

Senator Hory. Have a seat. 

Mr. Blauner, what position do you hold with the American Litho- 
fold Co. ? 

Mr. Buacner. President. 

Senator Hory. How long have you been president? 

Mr. Buavuner. Since April. 

Senator Horny. This year? 

Mr. Biauner. Yes, sir. 

Senator Horry. Prior to that time what position did you hold? 

Mr. Buauner. Vice president and general manager. 

Senator Hory. How long have you been holding that position ? 

Mr. Brauner. Could I correct my first statement? I am president 
and treasurer at the present time. 

Senator Hory. All right. 

Mr. Reporter, let the record show that the members of the committee 
who are present constitute more than a majority. 

(The following members of the subcommittee are present : Senators 
Hoey, McCarthy, Mundt, and Nixon.) 

Senator Horry. Now, Mr. Blauner, the position that you held priot 
to your present one was vice president and what ? 

Mr. Buauner. And general manager. 

Senator Hory. How long did you hold that. position ¢ 

Mr. Buauner. I believe from the inception of the business in 1936. 

Senator Hory. 19364 

Mr. Buauner. Yes, sir. 

Senator Hory. I believe you have some other corporat ions also that 
you operated as subsidiaries or in connection with this at one time; 
did you not ? 

Mr. Buauner. No, sir; not in connection with this. I had no con 
nection with any corporation that was a subsidiary; but I am treas- 
urer of the American Carbon Paper Corp., of Chicago. 

Senator Horry. That had no connection or was not a subsidiary of 
this corporation ? 

Mr. Buauner. It is a wholly owned corporation, a stock company of 
our family. 

Senator Horry. Are you still connected with that corporation ? 

Mr. Brauner. Treasurer; yes, sir; I am. 

senator Horny. And that corporation is still in existence ? 

Mr. Buauner. That is correct. 

Senator Hory. And belongs to members of.your family ? 

Mr. Buauner. That is correct. 
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Senator Nixon. The two companies never had any dealings at a 
did they ? 

Mr. nate NER. Oh, yes. 

Senator Nixon. They did? 

Mr. Biauner. Oh, yes. They sold merchandise—the carbon « 
pany sold merch: indise to the American Lithofold Corp. 

Senator Nixon. I see. How much of their business was done 

Mr. Biauner. At one time it was all, but it was started for tha 
purpose. 

Senator Nixon. One hundred percent of that business was done? 

Mr. Buauner. It was started, Senator, at the request of the An 

Senator Nrxon. I see. All right. 

Senator Hory. Then, you are still operating that company? 

Mr. Buauner. That is right. 

Senator Hory. And you still do business with these two companies 
together, although they are not connected, except under the one ow 
ership? 

Mr. Brauner. That is right. 

Senator Hory. The ownership is the same. 

Mr. Blauner, will you explain to the committee when you employe: 
Mr. Boyle and in what capacity ? 

Mr. Bravner. I employed Mr. Boyle as of February 1 as Washing 
ton counsel. 

Senator Hory. Were you acquainted with Mr. Boyle prior to th 
time? 

Mr. Buauner. Ina very general way. I met him once or twice. 

Senator Hory. How did you—— 

Mr. Buauner. Around Washington. 

Senator Hory (continuing). Happen to employ him? 

Mr. Buacner. I employed him at the suggestion of Mr. 
Green. 

Senator Hory. What position did Mr. Green hold with your co) 
pany ¢ 

Mr. Buauner. At that time, and previous to that time, from 
time I had employed him, he sold—helped me sell—merchandise 
Washington, as well as handle various collections, and so forth. I ¢ 
not recall the exact number of months that he was the only on 
the office with me. 

Senator Hory. Did you maintain a Washington office for yo 
company here? 

Mr. Buauner. Yes, sir; we have for years. 

Senator Hory. How long has Mr. Green been in your employ ! 

Mr. Buauner. The latter part of 1948. 

Senator Hory. Upon the suggestion of Mr. Green you employed 
Mr. Boyle at what compensation ¢ 

Mr. Biauner. Five hundred dollars per month, 

Senator Hory. I will not go over the figures, but the compensat io! 
as disclosed by the books which were examined yesterday, is the 
rect amount which you paid him, is it / 

Mr. Brauner. To the extent that it was $1,250. 

Senator Hory. Yes. 

Just what duties now was Mr. Boyle to perform for your compan) 

Mr. Brauner. Well, at the time that I hired Mr. Boyle, I expected 
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there might be some things develop as we went along, and was pre- 

paring myself for that purpose in a legal way. Really nothing of any 

great moment developed during the period of his e mploy ment. 
Senator Hory. Yes. 


What caused you to change the employment of Mr. Boyle over to 
Mr. Siskind ? 

Mr. Brauner. I was advised by Mr. Green that Mr. Boyle could not 
act as our counsel any further because of changes he had made in his 
arrangements. 

Senator Horry. All right. 

Then, how did you decide upon the selection of Mr. Siskind ? 

Mr. Biauner. At the suggestion of Mr. Green, who knew both of 
them. 

Senator Horry. Mr. Green had been your representative here in 
Washington from some time in 1948—— 

Mr. Brauner. That is right. 

Senator Hory (continuing). And still is, I believe é 

Mr. Buauner. That is correct. 

Senator Hory. Now, I believe you pay Mr. Green the compensation 
of $10,000 a year ? 

Mr. Buauner. That is right. 

Senator Hory. He is attached to your Washington office ? 

Mr. Biauner. That is correct. 

Senator Hory. Did you have any discussion with Mr. Boyle at all 
before you employed him, as to this employment 

Mr. Brauner. I don’t recall, Senator, whether—what discussions 
were held at that time I do not recall. 

Senator Hory. During the progress of his employment, do you re- 
call any meeting with Mr. Boyle in regard to any matters in connection 
with American Lithofold? 

Mr. Buauner. I had no conversations with Mr. Boyle about any 
matters pertaining to American Lithofold. Mr. Green handled them 
in such matters as may have been handled. 

Senator Hory. Do you recall going to Mr. Boyle’s office with Mr. 
Toole on one oceasion and having him make an engagement for you to 
see Mr. Hise? 

Mr. Buauner. Yes, I have testified —— 

Senator Horry. Of the Reconstruction Finance Corporation / 

Mr. Buauner. Yes: I have testified to that effect. 

Senator Hory. What happened at that time / 

Mr. Brauner. As we went into Mr. Boyle’s office ? 

Senator Hory. Yes, just what transpired ? 

Mr. Biauner. We walked into Mr. Boyle’s office. Mr. Green spoke 
to him about the matter that we had up, and he called Mr. Hise, as 
I understand. I did not hear who he talked to, but the understanding 
was that he was calling Mr. Hise to make an appointment for a dis- 
cussion by me of some of the facts pertaining to the matter that we 
had up. 

Senator Munpr. By “he” do you mean Green or Boyle ? 

Senator Hory. It was Mr. Boyle who did the calling ? 

Mr. Buauner. Pardon? 

Senator Hory. Mr. Boyle did the calling. I say you said that Mr. 
Boyle called Mr. Hise. 
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Mr. Buauner. That is correct. 

Senator Hory. All right. And made the engagement for who now 
to go over to see Mr. Hise? 

Mr. Buavner. For myself and Mr. Toole to go to see Mr. Hise. 

Senator Horry. You and Mr, Toole? 

Mr. Buauner. That is right. 

Senator Hory. Mr. Toole was an employee of your company also? 

Mr. Biauner. That is correct. 

Senator Hory. Is that the only conversation that you had wit! 
Mr. Boyle at any time relating to the American Lithofold? 

Mr. Brauner. That is definite; yes, sir. Pardon me, when you say 
American Lithofold, to the best of my recollection, but it was the 
only time I ever discussed the matter of seeing the RFC. 

Senator Hory. Yes. 

Now, do you remember the date when this was ¢ 

Mr. Biauner. Yes, sir; I do. My memory was refreshed on that 
by Mr. Toole as 2-28-49. 

Senator Hory. February 28, 1949? 

Mr. Buauner. That is correct. 

Senator Hory. I believe that was before Mr. Boyle became na- 
tional chairman. 

Mr. Brauner. Yes. It must have been, because he severed his con- 
nection, as I understood it, at that time. 

Senator Hory. All right. 

Now, coming down to Mr. Green, can you relate to us somewhat 
what his duties were in connection with his employment with your 
company ¢ 

Mr. Brauner. Only to the extent that I have enumerated—— 

Senator Hory. You see, the testimony you gave before was in 
executive session. 

Mr. Buiauner. I see; I am sorry. 

Senator Hory. This is new. 

Mr. Buauner. Mr. Green on one occasion—we had a bid in with 
the—is that all right for me to proceed along those lines—with the 
Navy—explain some of the details of his operations? Is that what 
you want, Senator ¢ 

Senator Hory. Yes; I want you to tell the committee the purpose 
of the employment of Mr. Green, and what duties he was to perform 
for the company. 

Mr. Brauner. I hired him originally with the idea of having him 
helping me in Washington, in the Washington office, helping me cover 
any matters that might come up. However, there was one matte: 
that arose about that time, and that was in connection with a bid to 
the Navy. 

Senator Hory. Yes. 

Mr. Biavner. Our price at the time was about $120,000 less than 
our competitors’ price, and, on the other hand, it seemed as though 
the Department intended to give the order to our competitor, because 
of what they thought were certain ramifications in conection with 
the operation of the forms, light copies or heavy copies, and so forth. 

I then asked Green what we could do about getting into the matter 
more thoroughly, who I could see, because I was not acquainted in 
Washington at the time, and that was one of my purposes in hiring 
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Mr. Green; and he made arrangements for me to meet the aide to the 
Secretary of the Navy who, in turn, turned us over to two or three 
other people, and we finally got down to Admiral Fox that same 
afternoon from one department to the other. 

Senator Hory. Yes. 

Mr. Brauner. And I explained the situation to him; and Admiral 
Fox said, “Well, if there was a saving of $60”—as I recall] it, that 
was his statement—“we would be interested in checking into it.” 

It was then arranged through the different departments that we 
make tests of our forms as compared to our competitor’s forms at 
Norfolk and various places, which we did, and we found by in- 
creasing—that our claims were correct—by increasing the stroke of 
the hammers on the machines that were in use, that they could use 
our forms equally as well as the other forms, and with that decision 
they gave us the order and saved the Government $120,000. 

Senator Hory. Now, were Mr. Green’s duties contined largely to 
just doing the things that you wanted him to do with reference to 
your business generally / ¢ 

Mr. Brauner. As far as we were concerned, yes, sir. I had no 
special restrictions on Mr. Green any more than we have on any 
of our—— 

Senator Horry. Did he do selling himself, the selling of the pro- 
ducts # 

Mr. Buauner. I don’t recall one single order that Mr, Green, as 
such, was able to sell or did sell. It was always with the help of 
myself or one of my men if he entered into it. 

‘Senator Hoey. He served then during this period of approximate ly 
3 years that he has been with you at $10,000 ? 

‘Mr. Buauner. Yes, sir; since 1948. 

Senator Hory. Who else was employed in your Washington office 
at that time ? 

Mr. Biauner. At the time we hired him, no one, but after that 
time I hired the services of Mr. George Deering. You mean as 
salesmen ¢ 

Senator Horr. Yes. 

Mr. Buavuner. Or as stenographers? 

Senator Horry. Yes. 

Mr. Biauner. I don’t remember all the names. 

Senator Hory. You had as an employee—what is his name now ? 

Mr. Brauner. Deering. 

Senator Horny. Spell it. 

Mr. Biauner. D-e-e-r-i-n-g, George Deering. 

Senator Horry. What were his duties? 

Mr. Biauner. He was the technical man in connection with any 
sales, amd he covered the various departments. He had been up here 
any number of years in Washington before I hired him. 

Senator Hoey. I notice in the record that you had James Olson as 
one of your employees, on commissions. 

Mr. Brauner. That is correct, as an independent agent. 

Senator Horry. Where was he located ? 

Mr. Buauner. In New York City. 

Senator Horny. How was he paid, and for what ? 
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Mr. Brauner. He was paid originally—my original arrangement: 
with Olson were to pay him a drawing account that he suggested an 
we agreed to, with the idea of increasing our volume at that time. 

Could I inject this one thought there, Senator, that in the interim, 
or my reason for being in the East on the sales was due to the fac: 
that R. A. Blauner had left our company in October of 1948. 

Senator Horny. That is your son? 

Mr. Buauner. That is right, and he was in charge of our entire 
eastern operations. 

Senator Horny. Where was he located ? 

Mr. Buauner. He handled the entire eastern business in the East 
here, and including New York and Washington. 

Senator Hory. Was he located in New York or Washington ¢ 

Mr. Buauner. Well, he had—he was both places, Senator. 

Senator Hory. Both places? 

Mr. Brauner. Yes, sir. 

Senator Hoey. All right. 

Mr. BLauNner. Now, then, in Olson’s case, we paid him on this draw- 
ing account basis for approximately 3 months, to my best recollection. 

Senator Horry. In whist amounts? 

Mr. Buauner. $750 a month. 

Senator Hoey. All right. 

Was that in relation to how much he was going to sell or were you 
just going to pay him that much anyway ¢ 

Mr. BLAUNER. No, that was in relation in his case as to what I was 
led to believe we were going to get in the way of volume. 

Senator Hory. All right now. What percentage were you to pay 
him on the orders which he obtained ? 

Mr. Brauner. I don’t recall that there was any amount specified 
at that time insofar as commissions were concerned. 

Senator Hoey. How would you arrive at how much he earned 
unless you knew what commissions he was going to receive and you 
were going to pay him? 

Mr. Buauner. I say I don’t recall that there was any such thing, 
but there must have been some commission specified at the time. 

Senator Hory. Did you make the contract with him ? 

Mr. Buauner. There was no contract—a verbal agreement, yes. 

Senator Hory. Did you make a verbal agreement ? 

Mr. Biauner. Yes. 

Senator Horry. Don’t you know what commissions you were to 
pay him? 

Mr. Biavuner. I do not offhand, Senator. 

Senator Hory. Well, what was said about it? 

Mr. Biauner. I say, I don’t recall. I do know this: that we paid 
him $750 a month with the idea of him stirring up some business. 
It could have also been that at the time—and I am not sure of it, that 
I had in mind continuing him on at $750 a month for the balance of 
the year or any time that he proved that he was getting the sales. 

Senator Hory. And there was not any agreement as to how muc!: 
in sales he should get paid for the $750? 

Mr. Brauner. No, that is right. 

Senator Horry. How long did you retain him? 

Mr. Brauner. Three months, as evidenced by the fact that I dis 
continued the arrangement when we didn’t get anything out of | 
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Senator Horr. Now, in that connection—go ahead, Senator. 

Senator McCarruy. You say you discontinued the employment 
of Olson. Did you start paying Kelly when you discontinued the 
paying of Olson? 

Mr. Buauner. I did not hire Mr. Kelly; had nothing to do with it. 

Senator Horny. Did you employ Mr. Nunan, Joseph Nunan ? 

Mr. Buauner. Yes, we did at the same time. 

Senator Hory. Was he employed at the same time you employed 
Mr. Olson? 

Mr. Buauner. Identically the same; yes, sir. 

Senator Horr. What was he to do? 

Mr. Brauner. The same thing. The general purpose of their em- 
ployment, Senator, was to help us build the business in the New York 
area. 

Senator Hory. All right. 

Mr. Nunan was an attorney, was he not? 

Mr. Brauner. That is right; he knew people around New York 
City. 

Senator Hory. Did he and Mr. Olson work together? 

Mr. Buauner. They did very much so; yes, sir. 

Senator Hory. I notice these payments that you made to Mr. 
Nunan, were they in connection with Olson or was Olson to receive 
them or Nunan ? 

Mr. Brauner. I don’t know. It could have been that they asked 
me to mail the checks to one or the other, but the arrangement was 
that they were to each get $750 per month. 

Senator Hory. Get $750 apiece or $750 total ? 

Mr. Buauner. Apiece. 

Senator Hory. $750 a month apiece? 

Mr. Buauner. That is right. 

Senator Hory. Did you pay Nunan for 3 months at $750? 

Mr. Biauner. I think the record shows that ; yes, sir. 

Senator Hory. Well, anyway they were to receive $750 apiece for 
their services ¢ 

Mr. Brauner. Apiece for their services. 

Senator Horry. In connection with their sales? 

Mr. Biauner. That is right. 

Senator Hory. Did you know at that time that Mr. Olson was the 
supervisor of the Alcohol Tax Unit in that division in New York? 

Mr. Buauner. At the time I hired him I did not know it. I under- 
stood—I don’t recall that I knew it. I understood at the time he was 
custodian of a building in New York City. Subsequently I did learn 
that he was Supervisor of Alcohol—or the Alcohol Tax Unit. 

Senator McCarrny. Mr. Chairman, may I interrupt you? 

You said you paid both Nunan and Olson $750 

Mr. Buauner. That is right. 

Senator McCarruy (continuing). At the same time? 

Mr. Brauner. That is right. 

Senator McCarruy. The auditor who examined your books yester- 
day said that is not true. He said that you paid Olson for a period 
of time, and then you quit paying Olson and started paying Nuuan. 

Mr. Brauner. Are you speaking now about how the checks were 
made out? I don’t know, Senator, ‘myself. My recollection is that is 
the way it was handled; let us correct the record to that extent. 
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Senator McCarrny. All right. 

Let us start all over again. The record shows that you were not 
paying Nunan while you were paying Olson, is that the correct situ- 
ation ¢ 

Mr. Biauner. That was not my understanding of it. 

Senator McCarrnuy. Do you know that your books also shew that 
payments were made to Nunan for sales made by Olson ¢ 

Mr. Biauner. I do not—that was at a later time, Senator. 

Senator McCarruy. Iam asking you the question. 

Mr. Buauner. That was not in this $750 period. 

Senator McCarruy. Will the reporter read the question to the wit- 
ness ¢ 

Mr. Brauner. Pardon? 

Senator McCarruy. Will the reporter read the question to the 
witness? I want you to hear it so that you can answer me. 

(The question referred to was read by the reporter.) 

Senator McCarrny. Is that correct ? 

Mr. Cusick. I think there is some question concerning the date of 
that period. 

Mr. Buauner. Are we discussing the $750—— 

Senator McCarrny. At any time. 

Mr. Biauner. If that would be true it would be something of which 
I was not aware. 

Senator McCarrny. Did Olson continue selling for you after he 
was off your payroll ¢ 

Mr. Biauner. After about 6 months, I understand that he did; 
yes, sir. 

Senator McCartrny. Do you know? Do you know that Olson con- 
tinued working for you selling—— 

Mr. Buauner. I did not. 

Senator McCarrny. Just a minute now—selling to the liquor in- 
dustry after he was no longer on your payroll ? 

Mr. Biauner. I do know that we paid him some commissions for 
that covering those accounts at a later time; yes. 

Senator McCarrny. Now, I will ask you the question again: After 
you quit paying him, did he contitnue to sell the liquor industry for 
you ¢ 

Mr. Buauner. He did. 

Senator McCarruy. He did. All right. 

Mr. Brauner. Yes. 

Senator McCarruy. How did he receive payment for that work! 

Mr. Buiauner. I suppose in checks. I did not handle it, Senator; 
I did not handle the arrangements or as of my knowledge know any- 
thing about it except what I have heard. 

Senator McCartny. Your books show that you quit paying Olson 
directly—the man who was in the office—was the inspector for the— 
what was it, the liquor tax? 

Mr. Buauner. Supervisor of the alcohol tax unit. 

Senator McCarruy. Alcohol tax unit; that you quit paying him 
directly ; that he continued selling, and that you then paid Mr, Nunan 
instead of paying Mr. Olson. Can you tell us why that was done? 

Mr. Brauner. I do not know about that, Mr. Senator. 

Senator McCartuy. You know nothing about that ? 
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Mr. Buauner. I made no arrangements on those after I got out of 
that territory, which was about the middle of 1949. 

Senator McCartiy. Who would have made the arrangements? 

Mr. Buauner. Mr. Circele of Mr. R. A. Blauner. 

Senator McCarruy. Mr. R. A. Blauner is now in Cuba ? 

Mr. Buauner. That is correct. 

Senator McCartny. Mr. Chairman, I do not think we can ever have 
a complete investigation unless we get R. A. Blauner back. How can 
we get him back I do not know. May I ask counsel what, if amy, at- 
tempts we have made to get R. A. Blauner back ‘ 

Mr. Fuanacan. I have conferred with Mr. Cusick, who is the at- 
torney for the corporation, and asked him whether or not Mr. Blauner 
would be willing to come back from Cuba, and I believe that Mr. 
Cusick can answer that better than I can. 

Senator McCarrny. Mr. Blauner—thank you, Mr. Flanagan. 

Mr. Blauner, is that correct ? 

Senator Munpr. You are Mr. Cusick, are you not ¢ 

Mr. Cusick. Yes, Senator. 

Senator Munpr. Let us find out on that. 

Mr. Cusick. I talked to Mr. Blauner last evening, and he stated 
that he would be willing to answer any questions which would be sent 
down to him, under oath, and would cooperate with the committee to 
that extent. 

Senator Munpr. What did he say about coming back so that we 
could ask him questions ¢ 

Mr. Cusick. [I think he had certain personal reasons of his own 
why he did not want to come back at this time, not in connection with 
this hearing, sir. 

Senator Nixon, Not in connection with any income-tax matters? 

Mr. Cusick. No, sir. 

Senator Nixon. Are you sure of that? 

Mr. Cusick. So far as I know. 

Senator Nrxon. Did you discuss income-tax matters with him on 
the telephone last night? Did you discuss his income-tax returns / 

Mr. Cusick. T asked him—I will tell you exactly what I asked him. 

Senator Nixon. Yes. 

Mr. Cusick. Mr. Flanagan asked me if I would have him sign a 
Jetter authorizing the internal revenue to furnish copies of his returns 
to this committee, and he stated that he did not care to do that at this 
time, but he wanted to think it over. 

Senator Nixon. He did not care to do that at this time ? 

Mr. Cusick. At this time. 

Senator Nixon. Did you advise him to do so in order to clear 
record ¢ 

Mr. Cusick. I advised him that in my opinion I thought it would 
be well to do it, and was there any particular reason why he would 
not furnish them, and he said there was not. 

Senator Nixon. He still said he wanted to think it over? 

Mr. Cusick. He said he wanted to think it over; ves, sir. 

Senator Nixon. So if we were to question him down there we still 
could not get the information from his income-tax returns. 

Mr. Cusick. I could not answer that, sir, at this time. 


the 
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Senator Munpr. Did he indicate how long he wanted to think 


about it ? 

Mr. Cusick. No, sir; he did not. 

Mr. Green, of St. Louis, is the regular attorney for the corporation 
in connection with their matters, and I think he stated he wanted to 
confer with Mr. Green; at least, he wanted to think it over and to talk 
to somebody. 

Senator Munpr. You gathered from that that it would be a short 
period of meditation; it was not going to be a long one ¢ 

Mr. Cusick. It is my opinion that eventually he would do it 
told him that he should do it. 

Senator McCarruy. Mr. Blauner, am I correct on this, that Mr. 
Olson got in touch with you and told you that it would be imprope: 
for him te receive money from you while he was head of the alcohol 
tax unit in New York, while he was receiving a salary and working 
full time for the Government? 

Mr. Buauner. I do not 

Senator McCarrny. Just a minute. 

Mr. Biauner. Pardon me. 

Senator McCarruy. And for that reason you started making the 
payments for Olson to his lawyer, Nunan ¢ 

Mr. BLauNer. You are not correct. 

Senator McCarrny. Did you ever make arrangements with Nunan 
to work for you? 

Mr. Buauner. Yes; I did. 

Senator McCarruy. You did? Did Nunan ever make one single 
sale for you / 

Mr. Buauner. I can’t tell you that, Senator. As I told you, there 
were no sales aie at the time I left the territory. 

Senator McCarruy. Do you know of a single sale that Nunan made 
for you? 

Mr. Buauner. I do not of my own knowledge. 

Senator McCarruy. You do not. You say you made the arrange 
ments with him that he was going to act as your salesman / 

Mr. Brauner. That is correct. 

Senator McCartruy. For $750 a month ? 

Mr. Brauner. That is correct. 

Senator McCarruy. And you know that he never did go to try to 
make any sales, that he never made any sales; that he continued work 
ing in his office asa lawyer. You know that, do you not ! 

ir. BLauner. No; I do not know it, and it is not a correct statement, 
Senator, because he gave me a list of accounts to call on with the idea of 

selling them. 

Senator McCarrnuy. Do you know that Nunan called on a single 
individual, tried to make a single sale; do you? 

Mr. Buauner. Would you permit me to ask you whether you would 
consider that such when he gives me written letters? 

Senator McCarruy. My question is, Do you know whether he called 
on a single prospective customer ? 

Mr. Buauner. I do not, that he personally called on them as such as 
a visit. 

Senator McCarruy. Do you know of a single one he phoned? Do 
you know that ? 

Mr. Brauner. Not offhand. 





Sel 
Wl 
Mr 


when 


sales 


se} 
Mr 
York 
Sel 
Mr 
Se! 
mont 
Mi 
Sel 
Mar 
mel 
Mi 
time. 
Sel 
were 
for h 
job, a 
thror 
Mi 
se 
exact 
it wa 
Mi 
me 
been 
pany 
be di 
Mi 
se 
Mi 
tor 0 
miss! 
were 
Se 
was 1 
sell t 
Nun: 
M 


INFLUENCE IN GOVERNMENT PROCUREMENT 


Senator McCarruy. Not offhand. 

What were you paying him $750 a month for? | 

Mr. Exauner. I told you that he gave me—that I was expecting 
when I made the deal with him that he would help us increase our 
sales in the New York area. 

Senator McCarruy. In what way would he do it / 

Mr. Buauner. Well, he gave me 20 to 30 letters to people in the New 
York area, which I turned over to Mr. Circele to present to these people. 

Senator McCartuy. Is that what you were paying him for? 

Mr. Buauner. That is correct. 

Senator McCarruy. In other words, you were paying him $750 a 
month—— 

Mr. Brauner. That is right. 

Senator McCarruy (continuing). For turning over to you— 

Mr. Buauner. ‘That is right. 

Senator McCarrny (continuing). Twenty or thirty names? 

Mr. Buauner. Well, 1 didn’t know how many they would be at that 
time. I left the territory after that time, as I recall. 

Senator McCarruy. Mr. Blauner, is it not a fact that the reason you 
were payine Nunan was because vou and Olson considered it improper 
for him to be on your payroll while he was holding this Government 
job, and that you made arrangements with him that you would pay him 
through Nunan / 

Mr. Buauner. That is definitely not right. 

Senator McCarrity. If your books show that Nunan received the 
exact amount that was due Olson as commissions, then would you say 
it was right? Do you follow me on that? 

Mr. Buauner. Yes; I follow you up to here. 

Senator McCarruy. May Lask our auditor one question? You have 
been sworn already. Is it correct that the books of the Blauner com- 
pany show that Mr. Nunan received the amounts that would normally 
be due Mr. Olson as commissions on the sales he made ? 

Mr. Betiino, Not entirely, Senator. 

Senator McCarruy. Not entirely? 

Mr. Betiino, In certain instances payments were made to Nunan 
tor other purposes, and also Olson, but this year it‘seemed that com- 
missions which were credited, according to their tickets to Olson 
were grouped on the account to James Nunan, special, and for Olson. 

Senator McCarruy. Let me ask you this, if I may: After Olson 
was taken off the payroll, the books show that he continued to work to 
sell to the liquor industry, and that his commissions then were paid to 
Nunan; is that correct ? 

Mr. Beiiino. In some cases. 

Senator McCarrny. Well, in any case did Olson get the money 
directly ? 

Mr. Beturno. Yes, sir. 

Senator McCartruy. He did? 

Mr. Betuino. Yes, sir. 

Senator McCarruy. In other words, since he was taken off the pay- 
roll at $750 a month, he was still receiving some checks for his sales 

Mr. Beuurno. Yes, sir. 

Senator McCarruy. I see. 

(The memorandum from Mr. Stanhope dated February 28, 1949, 
relating to Nunan and Olson was marked “Exhibit No. 19,” and may 
be found in the appendix on p. 1235.) 
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Senator Horr. Now, coming back, Mr. Blauner, to when you were 
paying Mr. Olson on a commission basis, on what basis were vou 
paying him then? 

Mr. Buauner. I would have to refer to our records, Senator, be- 
cause, as I just told you a few minutes ago, after the time that I took 
him off our payroll at $750 a month, both of them, I had nothing 
further to do with the arrangements directly, and never followed it 
up. I really do not know. 

Senator Hory. In other words, then the arrangements made with 
them after they went off this specified payment of $750 a month each 
was made by your son ? 

Mr. Buauner. They were made in the New York office. 

Senator Hory. And your son was in charge of that / 

Mr. Buauner. That is correct; that is right. 

Senator Horry. You do not know what rate of commission he was to 
receive ? 

Mr. Buauner. I do not, Senator. 

Senator Hory. Did you make arrangements with John L. Kelly? 

Mr. Brauner. I did not. 

Senator Hory. Who did make arrangements? 

Mr. Buauner. R. A. Blauner made those arrangements. 

Senator Hory. That is your son? 

Mr. Buauner. That is right. 

Senator Hory. Did you know—— 

Mr. Buauner. To the best of my knowledge he made them. 

Senator Hory. Did you know anything about the employment of 
Mr. Kelly ¢ 

Mr. Buauner. Not until only recently. 

Senator Hory. Did you know what position he was holding at that 
time ? 

Mr. Brauner. I knew nothing about him at the time, Senator. 

Senator Hory. Did you make any arrangements with Walter 
Doxon / 

Mr. Buauner. I did not. 

Senator Hory. Who made the arrangements with him? 

Mr. Buauner. They were made at the same time the Kelly arrange- 
ments were. 

Senator Hory. Did you make any arrangements with James Con- 
nerty ¢ 

Mr. Buauner. Pardon? 

Senator Hory. C-o-n-n-e-r-t-y. 

Mr. Brauner. I definitely did; yes, sir. 

Senator Hory. What arrangements did you have with him and 
what duties was he to perform ? 

Mr. Buauner. Well, James Connerty—you mean the brother of 
Dan Connerty 4 

Senator Hory. That is right. 

Mr. Buauner. We gave him samples of forms, and the original dis 
cussion that we had with James Connerty I was in on. 

After that time, as I recall it, he turned over certain prospects to 
our office in Chicago, and our salesmen called on them. 

Senator Hory. Now, was James Connerty a salesman or was he 
just to give you the information so that your salesmen could use it! 

Mr. 13 LAUNER. Well, he didn't actually sell the accounts; he didn't 
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actually sell the accounts, Senator; no, sir. Our salesmen handled the 
acounts directly. 

Senator Hory. Allright. Now, he was a brother of Dan Connerty ? 

Mr. Brauner. That is right. 

Senator Hory. What. position did Dan Connerty hold? 

Mr. Brauner. Dan Connerty had the same position in the Chicago 
territory that Mr. Olson had in the New York territory. 

Senator Hory. He was supervisor of the—— 

Mr. Brauner. Alcohol Tax Unit: yes, sir. 

Senator Hory (continuing). Alcohol Tax Unit. 

Was this man James Connerty employed because of his brother and 
his associations ? 

Mr. Buauner. Well, as an actual fact, originally when I talked to 
Dan Connerty, I had hoped to get the benefit of his father’s long 
residence in Chicago, and I understood he was leaving the Western 
Union; that was our original discussion, and nothing developed of 
that picture finally because of the fact that he evidently was older, 
and he would not be of any advantage to us from a selling angle. 

Senator Hory. All right. Now, you did not make arrangements 
with Dan Connerty to represent you ¢ 

Mr. Biauner. I did not. 

Senator Hory. He held the same position that Olson held in New 
York, over in Chicago, but there you made the arrangements with his 
brother. 

Mr. Buauner. I made the arrangements with his brother, that is 
correct. 

Senator Hory. How long did James Connerty work for you? 

Mr. Biauner. James Connerty, I don’t know how long. I didn’t 
handle the details there either because I was sort of top man all around 
on the situation, and I had nothing to do with the details. 

Senator Hory. Do you know how much you paid—lI believe we put 
it in the record yesterdi avy—but do you have an indenvendent. recollee- 
tion of how much you paid him? 

Mr. Biauner. I do not, except what we had yesterday. 

Senator Hory. <All right. 

I wanted to ask you a little bit about the loans. How many times 
did you visit the Reconstruction Finance Corporation with reference 
to the loan of $80,000? 

Mr. BLauner. How many times did I go over there, did I under- 
stand you to say, Senator / 

Senator Hory. Yes: do you recall ? 

Senator McCarruy. I would like to clear up the point we were dis- 
cussing a moment ago. Do I understand from your testimony, Mr. 
Blauner, that the payments to Nunan were not to replace the pay- 
ments to Olson, is that right ? 

Mr. Biauner. Let me get that straight now, Senator. You say 
what? 

Senator McCarruy. Am I to understand that the payments to 
Nunan were not to replace the payments which you had been making 
to Olson ¢ 

Mr. Brauner. I don’t think I testified to that effect. 

Senator McCarruy. Is that the fact or not? 

Mr. Buauner. I do not know that to be a fact. to my own knowledge. 
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Senator McCarrny. I have in my hand a note from Mr. Stanhope 
to Mr. R. J. Blauner—that is you, is it not ? 

Mr. Brauner. That is correct. 

Senator McCarruy. Dated February 28, 1949, which shows pay 
ment to Joseph D. Nunan, Jr., $750 on the 28th of February. 


It is my understanding that this replaces the payment to Olson, Please con 

firm promptly. 
Very truly yours, 
W. H. STAN TOP! 

Would that refresh your memory ? 

Mr. Biauner. It does not register it in any shape, manner, or form, 
Senator, as to what that particular item was. I would have to loo! 
into it further to see what it was. 

Senator McCarrny. Will you take this and take a look at it then / 
See if this will refresh your recollection, and then tell us if vou did 
not decide to pay Nunan to replace the payments to Olson. (Handing 
paper to the witness. ) 

Mr. Buauner. I think this message, Senator, says that we are io 
pay James E. Olson $750 a month; also to “Please approve J. D 
Nunan, $750 a month.” 

Senator McCarruy. Will you just read that again. It shows that 
Olson was paid up to the 15th of February; on the 28th you started 
to make the payment to Nan an. Does not your own note show that / 

Mr. Buauner. That is right. 

Senator McCarruy. In other words, that you were to pay Olso: 
up to the 15th of February; starting the 28th—that is the last day 
of the month—— 

Mr. Buauner. Yes, sir. 

Senator McCarrny (continuing). You would then shift that and 
then start paying Nunan instead. 

Mr. Brauner. No, I don’t think that is the intent of the messay 
at all. I don’t think that is what happened. 

Senator McCarruy. Let me ask you this: Did vou consider 
proper for a man who was head of the Alcohol Tax Division in New 
York, having a full-time place with the Government, to be selling 
your goods to the people over whom he had supervision, in othe 
words, the liquor industry? Did you consider that proper ‘ 

Mr. Buauner. Well, at the time we talked about commercial 
counts, if that is the reply you want. 

Senator McCarruy. We are talking about selling your product. 

Mr. Brauner. That is what he did at a later time, Senator. A! 
that time the understanding was commercial accounts. 

Senator McCartuy. I am trying to find out why you split those 
payments. Did you consider it proper or improper for the head of 


the Alcohol Tax Unit in New York, which had supervision over the 


liquor industry, to be selling your product to that liquor industry ‘ 
Did you consider that proper? I do not mean from your standpoint. 
I mean from the standpoint of Mr. Olson. 


Mr. Buavuner. I understand, Senator, that he was in other lines of 


business at the time. 

Senator McCarruy. My question is 

Mr. Buiavner. You are asking me, and I am only trying to amplify 
my reason. 
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Senator McCartuy. Now that you know the reason that he was 
doing—now that you know he was working for the Government 

Mr. Brauner. Yes. 

Senator McCarruy (continuing). That he was head of the Alcohol 
Tax Unit in New York—— 

Mr. Buiauner. Yes, sir. 

Senator McCarruy (continuing). My question is, do you consider 
it proper that he would be selling your product to the liquor industry 
in his own area ¢ 

Mr. Buauner. I will answer you by saying that our various sales 
offices have instructions not to employ any Government employee from 
now on, and that has been the instruction for some time past, so, 
perhaps, that would answer your question. 

Mr. Fuanacan. When did you get those instructions ? 

Senator McCarruy. I want an answer to that question. 

Mr. Buauner. Pardon! No, I would say, no, generally speaking. 

Senator McCarruy. You would say it is improper, is that right é 

Mr. Biauner. That is right. 

Senator McCarriy. Is that why you continued to have him act as 
your salesman, but on the 28th of February 1949, started paying 
Nunan for the sales that Olson made? 

Mr. Biauner. Senator, are you giving me the facts as per our 
books, that we did not continue to pay Olson for 3 months? I am 
just asking the question to be enlightened. 

Senator McCarruy. May I ask—I am sorry, Mr. Chairman, but 
I think this is important—just for the record, am I correct in this, 
that Nunan received some $4,000 ? 

Mr. Beturno. Yes, sir. 

Senator McCartny. Roughly. Am I correct in this also, that the 
books show Nunan did not show a single sale / 

Mr. Betrino. No, sir; I believe there were some commissions 
credited to Nunan. 

Senator McCarruy. Any sales he made? 

Mr. Betiino. Yes, sir. 

Senator McCartny. I am sorry. 

Mr. Buauner. I cannot get your thought. 

Senator Munpr. Mr. Bellino, were those sales on the basis of rec- 
ords in the books of the company or sales slips where you could iden- 
tify the sale as having come from Nunan ? 

Mr. Beitirno. They were indicated as from Nunan on account of 
two or three that were not through Olson. 

Senator Munpr. I mean, on the records of the c ompany, do you find 
when an order is taken that it indicates who solicited that order, that 
some kind of sales slip or commission sheet or something on which the 
man who gets the order signs something so that you can tell from the 
sales transaction who made it, or do you have to rely upon the com- 
pany’s books ? 

Mr. Betuino. It is from the sales transactions: and then they have a 
permanent salesman; in other words, Olson will continue to get com- 
missions on all business that these liquor companies gave continuously 
even though he does nothing else any more. 

Senator Munpr. And on that sales transaction sheet, Mr. Nunan 
was listed as the salesman on some transactions ? 
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Mr. Betirno. Yes, sir. 

Senator Munpr. That clears that up. 

Senator McCarruy. One more question: Am I correct in this, that 
the Olson commissions were paid to Nunan after a certain period of 
time ¢ 

Mr. Betirno. I have noticed that in 1951; yes, sir. 

Senator McCarruy. In other words, in 1951 Nunan was collecting 
the money which was due Olson ? 

Mr. Betuino. Yes, sir. 

Senator McCarruy. Do you know when that practice started ¢ 

Mr. Betiino. My recollection is about July of 1951. 

Senator McCarruy. And prior to that had Olson been getting all 
of his own commissions ? 

Mr. Be.irno. Yes, sir. 

Senator McCarruy. And Nunan had not been getting any of the 
Olson commissions until July of this year ¢ 

Mr. Betuino. I don’t recall of any, sir. 

Senator McCartruy. Then, in July of this year the amounts that 
were credited to Olson, the amounts Olson should have gotten, were 
paid to Nunan, is that correct ? 

Mr. Beturno. They were picked up from this permanent salesman 
credit commission to Olson, and from Olson credited to Nunan, and 
paid to Nunan on account of Olson. 

Senator McCarruy. Do you know roughly how much of the $4,000 
that Nunan got represented commissions to Olson? 

Mr. Beixino. It did not amount to very much because it did not 
occur until this year. Roughly it would be under $500. 

Senator McCarrny. Is there anything on the books to indicate why 
they quit paying Olson his commissions and started paying them to 
Nunan, anything on the books to clear it up ? 

Mr. Betiino. Nothing, other than instructions, usually from 
R. J. B., who would be Mr. R. J. Blauner. 

Mr. Buauner. I can amplify that, Senator, if you want my explana- 
tion. 

Senator McCartrny. I wish you would. 

Mr. Buauner. Are you speaking of the payments that were due 
to Mr. Olson this year that then we instructed them not to pay Mr. 
Olson, but to pay to Mr. Nunan? Is that the thing you are after? 

Senator McCarrny. Yes. 

Mr. Biauner. I had instructions from the New York office after 
this investigation was started, that we were to turn over that commis- 
sion to Mr. Nunan, and when the check was sent to Mr. Nunan, he re- 
fused it, saying he had taken up another activity of some kind and 
could not represent us any more. I don’t think he got that money. 

Mr. Betxino. That is correct. There was one check to Olson that 
was canceled, and the other one to Nunan, I understand, we did not 
find it, but Mr. Stanhope said yesterday that he was going to cancel it; 
but we have not—our information is that it was issued and had gone 
out. The record shows nothing other than that. 

Senator McCarruy. In other words, when this investigation started 
you got word from your New York office—— 

Mr. Brauner. No. Wait a minute; I don’t know who I got the 
word from; I am not clear on that. It is my impression we got word 
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from the New York office on it, saying to make the check out instead 
of Olson, to change it to Nunan because of this situation evidently 
coming up, and then Mr. Nunan returned the check and did not acept 
it. 

Senator McCartuy. Then, if I am correct in this, it was after the 
investigation started—— | 

Mr. Brauner. That is my best recollection, Senator. 

Senator McCarrny (continuing). That someone in New York 
called you and said, “Don’t make checks payable to Olson any longer,” 
is that right? 

Mr. Buauner. That is right. 

Senator McCartuy. Did they tell you why ? 

Mr. Brauner. | can’t say that as a positive fact; no, sir. 

Senator McCartruy. Do you remember anything about that conver- 
sation? It was not too long ago. 

Mr. Buauner. Yes; well, I am saying my impression was- 

Senator McCarruy. Did they tell you why 4 

Mr. Buauner. I said to you I could not say definitely, 

Senator McCarruy. Had you any idea 4 

Mr. Brauner. Yes. I just stated my impression, the impression 
I gained was because of the investigation. 

Senator McCarrny. I see. And someone over there thought it 
would be improper to continue to pay Olson because of this investiga- 
tion ¢ 

Mr. Buauner. I don’t know that somebody over there decided that. 
I understood that Olson requested that it be done. 

Senator McCarrny. I see. O. K., thank you. 

Mr. FLanacan. Just to clarify the situation in regard to Nunan and 
Mr. Olson, under what circumstances did you hire Nunan and Olson 
in early 1949? 

Mr. Buauner. Shall I proceed from the beginning, how I met Mr. 
Olson, and so forth? 

Mr. Fuanacan. Yes, how you met Mr. Olson, and the general cir- 
cumstances, 

Mr. Brauner. I met Mr. Olson through James P. Finnegan. We 
had cocktails—I think I first met him during the festivities down 
here. 

Mr. Franacan. You mean the inauguration ? 

Mr. Brauner. Yes, during that period of time. 

Mr. Fuanacan. Yes. 

Mr. Brauner. And we had all had cocktails, and so forth and so on; 
and then I met him in New York City, as I recall it, at the New York 
Athletic Club one afternoon. Mrs. Blauner and I were up there: Mr. 
and Mrs. Finnegan, and Mr. and Mrs. Olson. We again met and had 
cocktails and talked social activities. 

At that particular time it could have been or it could have been at 
a later time that I met him at the Athletic Club that we discussed the 
matter of his helping us on sales in the New York territory. 

Senator Nixon. What kind of sales? 

Mr. Brauner. Commercial sales; yes, sir. 

Senator McCarrny. May I ask this—go ahead. 

Senator Nrxon. Could I ask a question ? 

Senator Hory. Yes, go ahead. 
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Senator Nixon. In regard to those conversations, when you met Mr. 
Olson on these occasions, Mr. Finnegan introduced him to you as a 
warehouse custodian ? 


Mr. Buauner. Pardon me? 

Senator Nixon. Mr. Finnegan introduced him to you as a warehouse 
custodian, is that right ? 

Mr. BLauner. Originally, I didn’t say that. 

Senator Nixon. Where did you get the impression that Olson was a 
warehouse custodian ? 

Mr. Buauner. He had his name on the door when I went up to his 
office on one occasion. I don’t recall exactly where I learned it the 
first time. 

Senator Nixon. You thought all along up to the time you hired him 
and put him on the payroll that he was a warehouse custodian ? 

Mr. Buauner. I did not say that. 

Senator Nixon. What did you say? 

Mr. Brauner. I said when I first met him I did not say warehouse 
custodian; I said custodian of a building. 

Senator Nixon. All right. He was a building custodian ? 

Mr. Buauner. That is right. 

Senator Nixon. Did Mr. Fi innegan introduced him to you as a build. 
ing custodian ¢ 

Mr. Brauner. Mr. Finnegan introduced him to me as James R. B. 
Olson, Jr., Jimmy Olson. 

Senator Nixon. He said nothing in all your conversation; there was 
no indication of what Mr. Olson was? 

Mr. Brauner. That is definitely right. 

Senator Nrxon. No indication that they were both connected with 
the Bureau of Internal Revenue? 

Mr. Buauner. I don’t recall. 

Senator Nixon. You had no idea of that at all? 

Mr. Biauner. I said that subsequently I learned that he was. 

Senator Nrxon. Before you hired him; did you know? 

Mr. Buiavuner. I did not know that to be the fact; no, sir. 


Senator Nixon. You just thought he was a building custodian; is 
that right? 


Mr. Buauner. That was my testimony ; yes, sir. 

Senator Nixon. And that is the way Mr. Finnegan introduced him 
to you; is that right? 

Mr. Buauner. I didn’t say that he did. I said I don’t recall except 
I recall he introduced me to Jimmy Olson. 

Senator Nixon. Jimmy Olson, with the Alcohol Tax Unit; is that 
right ? 

Mr. Buauner. I thought I testified 

Senator Nixon. Try to refresh your memory. 

Mr. Buiauner. I say, I thought I testified just how I met him, as 
Jimmy Olson. 

Senator McCarrny. Let me ask you this question: How many 
people have you had on your payroll in connection with the Internal 
Revenue Bureau or Alcohol Tax Unit? 


Mr. Biauner. At sometime or another or at the time we employed 
him? 
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Senator McCarruy. At any time. How many people have you hired 
and paid money to who were connected with the Internal Revenue 
Bureau or the Alcohol Tax Unit ? 

Mr. Brauner. At the time we employed him; is that what you want, 
Senator ? 

Senator McCarrny. [f it is difficult for you to understand it, I will 
repeat it. 

Mr. Buiauner. I want to get it straight, because I want to give a 
direct answer. 

Senator McCarruy. How many people have you paid money to 
at any time—— 

Mr. Buauner. At any time? 

Senator McCarruy. (continuing). Who were connected—— 

Mr. Buauner. I understand what you are after now; anytime. 

Senator McCarrny. Let me finish the question—who were con- 
nected with the Internal Revenue Bureau or the Alcohol Tax Unit ? 

Mr. Cusick. Does the Senator mean that they were at the time he 
employed them, actually employed by 

Senator McCarrny. The Senator means exactly what he asked. If 
he does not understand it 

Mr. Buauner. At any time, I understand it. There are a number 
of them. There was Olson 

Senator McCarrny. Name them; go right through the list. 

Mr. Buauner. You want me to name them ? Olson and Finnegan, 
and a former employee—do you want those, too, Senator ?’—that were 
not in the employ of the Internal Revenue at the time we paid them. 

Senator McCarruy. Just those individuals who were on the Govern- 
ment payroll. 

Mr. Brauner. That is what I was Ene to get clear before that, 
as to what you were talking about. I did not want to bring names 
of people in here that were not former employees. 

Mr. Olson and Mr. Finnegan, to my knowledge, are the only people 
that were in that category. Now, since I learned that there was an- 
other party, and that was Mr. Doxon that got some money through a 
deal, a transaction, as I testified. 

Senator McCartny. That is three individuals, so far. 

Mr. Buauner. That is all that I know of. 

Senator McCarrnuy. Is that all? 

Mr. Buauner. That is all I know of; yes, sir. 

Senator McCarruy. At that time 

Mr. Buauner. To the best of my recollection. 

Senator McCarruy (continuing). Were you or your son having 
difficulty with the income-tax department? ? 

Mr. Buauner. I was having no difficulty. 

Senator McCarruy. Could you answer my question { 

Mr. Buaunrr. I do not know what my son was having. 

Senator McCarruy. Do you know whether or not your son was 
having difficulty with the—— 

Mr. Braunrr. I do not know that as a fact ; no, sir. 

Senator McCarrny. You have no information that he was having 
any difficulty ? 

Mr. Buauner. That is right. 

Senator Nixon. Can you say that he did not have any difficulty ? 

Mr. Buauner. I cannot say that he didn't. 
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Senator McCarrny. Your testimony is now that you know of no 
difficulty that your son was having with the Internal Revenue Bureau! 
Mr. Buauner. Now, again, I want to correct the record to this ex- 
tent: I don’t know as an actual fact that he is having any difficulty 
how. 

Senator McCarrny. I am asking you—— 

Mr. Buauner. But if we gained the impression that there has been 
some conversation here, intimations that he is having some difficulty, I 
do not know that to be a fact. 

Senator McCartuy. Your son is down in Cuba and refuses to come 
back; so let us ask you a bit about him. Do you have any reason 
to believe that your son was having difficulty with the Internal Reve 

nue Bureau at the time you hired and put on your payroll employees 
of the Internal Revenue Bureau / 

Mr. Buauner. I do not know that to be a fact, Senator. 

Senator McCarruy. My question was, do you have any information, 
any reason to believe, any reason to believe, that your son was having 
difficulty with the Internal Revenue Bureau. I want the record to 
show that there is a quorum present at this time. 

Mr. Buauner. Yes; and I can also tell you that my son on one occa- 
sion when I talked to him about this situation, I said, “Have you re- 
ported all your income,” and he said, “Yes.” Now, that to me would 
mean that he was in no difficulty. 

Senator McCarrny. All right. I am asking you the question 
again: Do you at this time have any reason to believe that your 
son was having difficulty with the Internal Revenue Bureau? Do 
you have any reason to believe 

Mr. Buauner. I have no reason to believe that he has; no, sir. 

Senator McCarruy. You have no reason to believe that he is having 
any difficulty ? 

Mr. Buauner. No, I have no reason to believe it; I do not know any- 
thing about it. 

Senator McCartuy. No one told you he was having difficulty / 

Mr. Brauner. Nobody has told me he has had any difficulty with 
the Internal Revenue Bureau, except this testimony we had here by 
others in this hearing to the effect that we tried to avoid our taxes 
That is the only reason I have to believe it. 

Senator McCarruy. Did any of the members of your family have 
any difficulty with the Internal Revenue Bureau ? 

Mr. Brauner. Of my immediate family? I don’t know of any, 
Senator. 

Senator McCarruy. You do not know of any? 

Mr. Buauner. No; I do not. 

Senator McCarrry. Then do I understand your testimony to be 
that the only reason you hired individuals who were working full 
time for the Internal Revenue Bureau was because you thought they 
were good salesmen ¢ 

Mr. Buauner. The only reason I hired Jimmy Olson for that pur- 
pose or Jim Finnegan for the sales side was for that purpose; that is 
absolutely true. 

Senator McCarruy. You mentioned two of them. How about 
the third ? 

Mr. BLauneEr. 





I did not hire the other, Senator. 
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Senator McCarruy. Who made the arrangements to hire the third 
man, Doxon ? 

Mr. Buauner. R. A. I think I explained to counsel here that to 
my knowledge the only arrangement that was made on the Doxon 
matter was through Kelly. Now, since we have talked about this 

again, I have been advised, I believe by Mr. Stanhope, that the first 
check that was sent out. there was sent. to Mr. Doxon instead of Mr. 
Kelly. Now, I am not 100 percent clear on that because I did not get a 
chance to check the records; but since my original testimony with 
you folks 

Senator McCartuy. Do you have any knowledge that Doxon made 
a single sile for your company ? 

Mr. Buauner. I do not know of anything about it, Senator, at all 
whatsoever. 

Senator McCartuy. Do you have any information as to why he 
received money from your company ¢ 

Mr. Buauner. I do not, Senator. I didn’t know—pardon me— 
until within the last 10 days he received any money. 

Senator McCarruy. So, the check of $1,000 was sent to the internal 
revenue collector. 

Mr. Biauner. Yes, sir. 

Senator McCarrny. Your testimony is that you know nothing 
about that whatsoever ¢ 

Mr. Brauner. About those arrangements; that is positive. 

Senator McCartuy. Have you checked your books to see if he per- 
formed any services ¢ 

Mr. Buauner. That he has? 

Senator McCarruy. Yes. 

Mr. Biauner. I have not, because it is all a new development to 
me in the last 10 days. 

Senator McCarrnuy. Did you personally pay the expenses of a Miss 
O’Connor ? 

Mr. Buauner. I did not. 

Senator McCarruy. From the Internal Revenue Office ? 

Mr. Buauner. I did not. 

Senator McCarruy. Was she your guest down at Florida ‘ 

Mr. Buauner. Not my guest; she was R. A.’s guest. 

Senator McCarruy. She was a guest of R. AA} 

Mr. Brauner. Yes, sir. 

Senator McCarrny. And she works in the tax department also? 

Mr. Buauner. I understand she is with the Internal Revenue, since 
this came up; I have learned those facts. 

Senator McCarruy. Do you understand also she is the individual 
who checked the tax returns of R. A. Blauner ? 

Mr. Buauner. Only through the conversation here. 

Senator McCarruy. I see. 

Senator Hory. Mr. Blauner, I want to come back down to these 
two loans. I am not going to examine you fully about it, because 
Mr. Toole has gone over it very fully, but I do want to ask you this: 
What part did you have in this $80,000 loan in connection with con- 
ferences with the RFC in making that loan ? 

Mr. Buaunrer. I had quite a few over there and, of course, there 
again, gentlemen, it has been quite awhile ago, but I did personally 
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Mr. Biauner. The only thing that I know of that Mr. Finnegan 
had to do with that loan or where he was authorized or was with us— 
let us put it that way, not authorized, but where he was with us—on 
the loan is on one or two visits to the St. Louis office of the RF( 
after the loan had been granted; and he at that time discussed some 
of the restrictions on the loan. 

On one occasion, to my best knowledge, he sat there absolutely mute 
during the meeting because we were going to lunch, all of us together. 

Senator Hory. Did he visit with you ‘the Reconstruction Finance 
Corporation offices in Washington to assist in the loan ? 

Mr. Buauner. He never did. 

Senator Horry. Now—— 

Mr. Buauner. ‘To my knowledge—let me correct that, to my know!l- 
edge—I do not recall he ever having been there. 

Senator Hory. When did you employ Mr. Finnegan / 

Mr. Brauner. In about the latter part of September 1948. 

Senator Hory. What was the purpose or the extent or scope of his 
employment ¢ 

Mr. Brauner. Well, originally, Senator, I employed Mr. Finnegan 
because I realized he was well known around St. Louis, had quite a 
big following, and I think there again I thought it might help our 
sales situation. 

i did not know at that particular time, however—I want to get this 
ie the record—that R. A. Blauner was planning on leaving our 
company or had any idea of it. 

Finnegan is a well-met fellow, and I thought he could do us some 
good with the commercial accounts in St. Louis. 

Senator Hory. All right. Was your employment of him at that 
time eamanry limited to St. Louis? 

Mr. Buauner. The original discussions were about St. Louis; yes, 
sir. 

Senator Hory. All right. Later he did come to Washington fre- 
quently, did he not 4 

Mr. Brauner. That is correct. 

Senator Hory. And he did accumulate a very large expense account 
in connection with—— 

Mr. Bracner. That is right, sir. 

Senator Hory (continuing). His operations in Washington and 
elsewhere. 

Mr. Brauner. That is right. 

Senator Hory. I believe, according to the record, you paid him 
over $20,000 for expenses, and over $20,000 for salary, making a total 
of around $40,000, 

Mr. Brauner. In those several years; I believe the record shows 
that. 

Senator Horry. Which years? 

Mr. Biauner. Pardon me, Senator, I believe that also includes a 
gift to him and Mrs. Finnegan in the way of stock, from the way I 
understand. 

Senator Hory. What was that gift? 

Mr. Brauner. I gave, as I testified before, I gave Mr. and Mrs. 
Finnegan each $3,000 worth of stock, because I understood there was 
no gift tax on it, and I handled it that way, on the basis that Jim Fin- 
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negan had done me and our corporation a great service in helping me 
bring back into the organization R. A. Blauner, and Mr. Simms of our 
local office here now. ‘That was my personal gift, by the way, Senator, 
of that $6,000, is the reason I wanted to correct the record. 

Senator Horry. Well, personal gift of $6,000—would that be included 
in this expense ? 

Mr. Buauner. I think that was according to the summation of what 
Mr. Stanhope—after we left here last night I said that I had no idea 
it amounted to that much, and he tried to make a summation of how 
it was arrived at. Your records might show it. 

Senator Hory. You think, then, that the $6,000 that you gave, per 
sonal stock, that you gave Mr. Finnegan and his wife, that that was 
included in this salary ? ¢ 

Mr. Biauner. I did not consider it as part of salary. I felt that 
practically the entire moneys that we finally advanced him were part 
of that transaction; that is right. 

Senator Hoey. Did you personally examine the expense account of 
Mr. Finnégan / 

Mr. Brauner. I did on one or two occasions: yes, sir: and on one 
occasion there was some objection to the account being paid, from 
St. Louis, and I phoned out and said that if the account was not in 
the mail—being the principal stockholder and general manager of 
the business—that somebody would lose their job by morning. 

Senator Hory. You ordered it paid? 

Mr. Brauner. That is right. 

Senator Nixon. Mr, Chairman, at that point, in regard to Mr. 
Finnegan’s accounts, did I understand you to say that you and Mr. 
Finnegan came to Washington together in January of 1949? 

Mr. Biauner. I don’t know that I testified that we came up here 
together, Senator. We were up here. I was up here many times 
when Mr. Finnegan was up here; yes, sir. 

Senator Nixon. I assumed that. 1 mean you do not. recall that? 

Mr. Brauner. I do not. 

Senator Nixon. You do not recall whether you and Mr. Finnegan 
traveled together to Washington in January 1949? 

Mr. Biauner. I do not. 

Senator Nixon. So you will know what incident I am referring to, 
you will recall that you did testify that the occasion on which you met 
Mr. Olson was in January of 1949 

Mr. Buauner. That is right. 

Senator Nrxon (continuing). At the various victory celebrations, 
and so forth. 

Mr. Brauner. That is right; at which time our wives were all up 
here, and we were up here on a social opportunity; yes, sir. 

Senator Nixon. You were there, Mr. Olson was there, and Mr. 
Finnegan was there? 

Mr. Buauner. That is correct. 

Senator Nixon. That is right ? 

Mr. Brauner. And many other people were there, not just the three 
of us: I wanted to point out it was not a little three-way deal 

Senator Nixon. That is right. But at this victory celebration, this 
was immediately after the elections of 1948; these were the inaugura- 
tion ceremonies; is that right ? 
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Mr. Buauner. It was in the general atmosphere at that time, Sen- 
ator, plus the fact at that time I was also up here handling the 
Washington office, and it could have been that I had not been to 
st. Louis for weeks at that time, or Chicago. 

Senator Nixon. Yes. I am not particularly interested in how you 
got here. 
~ Mr. Buauner. I did not know what you were after. 

Senator Nixon. But the point is you were here, and you were 
attending, apparently, some of the celebrations, and that is how you 
happened to meet Mr. Finnegan and Mr. Olson together; is that it ¢ 
You met them at a cocktail party ¢ 

Mr. Buauner. Yes; that is true, at a cocktail party, you are right 
there. 

Senator Nixon. Do you recall whether that cocktail party was 
before one of the victory dinners or something ¢ 

Mr. Buauner. I do not know that. I do not recall, that, Senator. 

Senator Nixon. Did you attend the victory dinner at the May- 
flower, January 1949—January 194 

Mr. Buauner. I did. 

Senator Nixon. How many tickets did you buy ¢ 

Mr. Biauner. | bought a table. 

Senator Nixon. How much did it cost you? 

Mr. Buauner. | think it cost $1,200. 

Senator Nixon. Twelve hundred dollars ¢ 

Mr. Buauner. That is right. 

Senator Nixon. Was that charged—is that part of that $8,200 figure 
that we have been trying to break down ‘ 

Mr. Biauner. I think you know that is not, Senator. I thought 
Mr. Stanhope definitely testified that it was not. 

Senator Nixon. You know how these comptrollers are. Sometimes 
it is difficult to find out exactly what you are talking about. 

Mr. Biauner. I do know; yes, sir. 

Senator Nixon. In any event, you paid $1,200 ? 

Mr. Buauner, That is right. 

Senator Nixon. Is that all you paid out for the dinner at that time? 

Mr. Buauner. Thac is positive. 

Senator Nixon. Was Mr. Finnegan one of your guests at the 
dinner? 

Mr. Buaunrer. I think that the record will show that we have a 
photograph of everybody who was at that dinner. 

Senator Nixon. All right. Who was there? 

Mr. Buauner. Including Mr. and Mrs. Finnegan, Mr. and Mrs. 
Blauner; I think my son-in-law and daughter were there; a priest 
from Georgetown University; Mr. and Mrs. Green. I don’t know 
how many that is. 

Senator Nixon. He is your Washington representative ? 

Mr. Buauner. Yes. 

Senator Nixon. He is not your St. Louis attorney ? 

Mr. Biauner. Pardon? Not our St. Louis attorney. Mr. and 
Mrs. Green 

Senator Nixon. Were Mr. and Mrs. Olson there ? 

Mr. Brauner. Not at our table; no, sir. Mr. and Mrs. Cecil 
Green—I want to correct the record on that. 
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Senator Nrxon. Those were all the tickets that you bought for that 
particular oceasion ¢ 

Mr. Brauner. That is right. 

Senator Nixon. What contribution did you make to the Demo- 
cratic National Committee in 1948 ¢ 

Mr. Biauner. Nothing. 

Senator Nixon. What contribution did you make since then ? 

Mr. Biavner. To the Democratic National Committee? 

Senator Nixon. Any Democratic committee. 

Mr. Brauner. To the St. Louis committee, $300. 

Senator Nixon. To the national committee / 

Mr. Buauner. I have no recollection of making any contribution 
to the national committee at any time. 

Senator Nixon. Either cash, by check, or otherwise ? 

Mr. Biauner. No, sir; that is what I am referring to. 

Senator Nixon. Did Mr. Green make any contribution for you? 

Mr. Brauner. No; not for our company he did not. 

Senator Nrxon. Did Mr. Green buy any tickets for the victory 
dinner ? 

Mr. Buauner. I can’t tell you that, Senator; I do not know. 

Senator Nrxon. Did you furnish any funds to him for that pur- 
pose ? 

Mr. Biauner. I personally did not. 

Senator Nixon. Did the company furnish any funds to him for that 
purpose ? 

Mr. Bruauner. I don’t know if we did. It would be on our records, 
but if we did he certainly would not charge it to our expense account. 

Senator Nixon. That would not be legitimate entertainment ? 

Mr. Brauner. Well, is it considered as such ? 

Senator Nrxon. Some people apparently do. 

ir. Brauner. Well, I don’t know anything about it, Senator. 

Se nator Nixon, Let me ask you this question. This was on January 

), the victory dinner, as I recall. The inauguration was on the 20th. 

“te BLAuNER. Yes. 

Senator Nixon. As [ recall, a very cold day for some people. 

'T aughter. | 

Mr. bracner. Lam not going to commit — 

Senator Nixon. Immediately after that, it was on February 28 of 
that same vear, that you finally got your a? processed. 

Mr. Brauner. Yes, sir; 30 days later. 


Senator Nixon, Now, going back a bit to the time that you employed 
Mr. Boyle—— 

Mr. Buavuner. Yes, sir. 

Senator Nixon (continuing). You had met Mr. Bovle before this 

dinner. had you? 

Mr. Buauner. I do not recall having met him. It could be possible 
that I did. Mr. Senator. 

Senator Nixon. What is that? 

Mr. Buauner. I said it could be possible that I did, but I do not 
recall having met = 

Senator Nixon sit pos ‘sible that that was the first time you met Mr. 
Bovle pt the Domoecratic dinner in 1949? 

Mr. Buauner. No. 
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Senator Nixon. You think you met him before that 

Mr. Buauner. It could be before that; I don’t know. 

Senator Nixon. Do you have any recollection of where you might 
have met him? 

Mr. Brauner. I do not. 

Senator Nixon. Washington; St. Louis? 

Mr. Buauner. I know that I met him here in Washington. 

Senator Nixon. How many places have you-seen Mr. Boyle, how 
many cities? 

Mr. Buauner. How many cities? One city; Washington. 

Senator Nixon. birst, let me ask you this question : How many times 
have you seen him ? 

Mr. Biauner. I was going to answer that before: I thought that is 
what you meant. 

Senator Nixon. Go ahead. 

Mr. Buauner. It could be that I have seen Mr. Boyle six or seven 
times. 

Senator Nixon. Six or seven times? 

Mr. Biauner. That is right. 

Senator Nixon. In how many cities have you seen him? 

Mr, Biauner. To my knowledge, two. 

Senator Nixon. What two? 

Mr. Buauner. Kansas City and Washington; I started to say only 
Washington. 

Senator Nixon. When did you see him in Kansas City ? 

Mr. Buauner. At the Boyle dinner. 

Senator Nixon. When was that? 

Mr. BLauner. Whenever it was, the big dinner. 

Senator Nixon. How many tickets did you buy at the Boyle dinner / 

Mr. Brauner. A whole table. 

Senator Nixon. How much did it cost you there ? 

Mr. Brauner. I can’t remember, a thousand or twelve hundred 
dollars; I don’t remember. 

Senator Nixon. For 12 people. Did the company buy any other 
table other than the one that you bought ¢ 

Mr. Brauner. No; they did not. 

Senator Nixon. Any other officials of the company buy a table for 
that dinner / 

Mr. Biauner. No; there were other officials with me, but the com- 
pany bought no table. 

Senator Nixon. Wait a minute; did any other officials of the com- 
pany buy a table or any other tickets in addition to the $1,200 you 
put up‘ 

Mr. Buauner, I don’t recall any, Senator. 

Senator Nixon. Can you say that they did not ? 

Mr. Buauner. I don’t know, 

Senator Nixon. Did R. A. Blauner buy any tickets? Was he there / 

Mr. Brauner. No, he was not. 

Senator Nixon. You met Mr. Boyle at the Kansas City dinner. 
That was after this victory dinner, was it not, in January / 

Mr. Biacner. Oh, yes. 

Senator Nixon. Allright. Then the only other times you have seen 
Mr. Boyle was in Washington, so you must have met Mr. Boyle in 
Washington, is that right ? 
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Mr. Buauner. That is right; I did. 
Senator Nixon. Fine. Who introduced him to you? Finnegan? 
Mr, Biauner. Mr. Green introduced me to Boyle the first time. 
Senator Nixon. Mr. Green introduced him to you 

Mr. Brauner. That is right. 

Senator Nixon. Mr. Green ? 

Mr. Biauner. That is right. 

Senator Nixon. I think your memory can be refreshed to the point 
where you will recall it. Did not Mr. Green introduce Mr. Boyle to 
you at the victory dinner ¢ 

Mr. Biauner. He did not. 

FE Senator Nixon. Was it before that ? 

Mr. Brauner. He did not—I think I knew—yes, I am saying to you 
I do not know, but I don’t recall. You asked me when, and I 
answer that. Idid know Mr. Boyle before the dinner. 

Senator Nixon. All right. 

Approximately when did you meet him ? 

Mr. Buauner. I can’t tell you just when I met him; I don’t know. 


Senator Nix n. Well, you put him on your payroll when? 
Mr. BuauNner. February 1. 


Senator Nrxon. February first? 

Mr. Biauner. That is right. 

Senator Nixon. When was the arrangement made? 

Mr. Buauner. It must have been made during the month of Janu- 
ary sometime; it could have been before or after that dinner. 

Senator Nixon. I see. In other words, did you make the arrange- 
ment with Mr. Boyle at the time that Green introduced him to you? 
In other words, I think you testified—so that your memory will be 
refreshed—I think you testified in executive session that Mr. 
was the one who recommended that you hire Mr. Boyle. 

Mr. Buauner. That is right; that 1s correct. 

Senator Nixon. So it must have been, in the natural sequence, that 
Mr. Green introduced you to Mr. Boyle, and on that oc 
hired him, is that what happened 

Mr. Brauner. No, that does not necessarily follow. 

Senator Nixon. That did not happen? What happened? 

Mr. Buauner. I didn’t say it didn’t. I don’t know. 

Senator Nixon. What did happen? You have seen Mr. Boyle 
only a half-dozen times in your life, have you not ¢ 

Mr. Brauner. I said I’met Mr. 
best of my knowledge. 

Senator Nixon. All right. 

Now, what did happen when you hired him ? 

Mr. Buauner. I don’t recall the situation at all. 

Senator Nixon. You do not recall it at all? 

Mr. Biauner. That is positive. 

Senator Nixon. This contract of employment, which cost your com- 
pany already approximately $15,000, you do not even recall when you 
met the man that you hired, is that right, or even where except that 
you now think it is Washington ? 


Mr. Buauner. I don’t think it was Washington. I said I knew it 
was Washington. 


Senator Nixon. We found that out by a process of elimination. 
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Mr. Buauner. I could have told you that before we started. 

Senator Nixon. Why didn’t you? 

Mr. Brauner. I didn’t understand your question. 

Senator Nixon. We will not quibble. My point is, when did you 
meet Mr. Boyle for the first time? You do not recall it. 

Mr. Biauner. I don’t keep a diary. [Laughter. | 

Senator Nixon. When did Mr. Green and you first discuss with 
Mr. Boyle the terms of his employment ¢ 

Mr. Buauner. I can’t tell you that, Senator, at this time. You 
want me to swear to something, and I don’t know. 

Senator Nixon. I just want you to give me the best recollection 
you have. 

Mr. Buauner. That is what I am giving you, the best knowledge; 
I don’t know. 

Senator Nixon. Did you discuss the price of the employment ? 

Mr. Biauner. I can’t tell you a single thing about it; [ just don’t 
know. 

Senator Nixon. You just do not pay out $500 a month—— 

Mr. Biauner. You say I don’t but evidently I did, if I don’t re- 
call. 

Senator Nixon. You do not remember the price discussion ¢ 

Mr. Brauner. I do not know the discussion whatsoever. 

Senator Nixon. You do not remember what Mr. Boyle was to do 
at the time? Did you discuss what he was to do / 

Mr. Biauner. | don’t recall anything in connection with the trans- 
action. 

Senator Nixon. You do not even recall meeting Mr. Boyle and dis- 
cussing the matter of his employment ¢ 

Mr. BLauner. Senator, I do not even recall whether or not I had 
Mr. Green make the final arrangements with Mr. Boyle on it, after 
some conversations. I told you I do not recall the situation. 

Senator Nixon. Do you allow Mr. Green to put people on your 
payroll ? 

Mr. Biauner. Did I say I allowed him to put him on the payroll? 
I suggested, if I recall, Senator- 

Senator Nixon. I know what you suggested. 

Mr. Buauner (continuing). That I may have discussed the mat- 
ter, and then asked Mr. Green to deliver the message. I do not know. 

Senator Nixon. As far as this transaction then with Mr. Boyle, 
you do not recall it ¢ 

Mr. Brauner. That is right. 

Senator Nixon. How the contract of employment was made, you 
do not recall ¢ 

Mr. Buauner. I do not recall. 

Senator Nixon. When was the first check to Mr. Boyle drawn? 

Mr. Buauner. The record, I think, shows February 17, I am not 
sure. I thought it was the 15th. 

Senator Nrxon. Mr. Boyle became the Assistant National Chair- 
man of the Democratic Party on what date’ February 7, is that 
correct ¢ 

Mr. Fianagan. I do not have that date clearly in mind, but I think 
it Was some time early in February. 

Senator Nixon. But you say the contract of employment was en- 
tered into before that date, but you do not recall when ? 
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Mr. Buauner. Well, he got paid for 2 weeks, so it must have 
been—— 

Mr. Fianacan. On that point, Senator, could I ask a question ? 

Senator Nrxon. Sure. 

Mr. Fianacan. When and how, Mr. Blauner, did you notify your 
office to start paying Mr. Boyle? 

Mr. Brauner. I don’t recall that now, except my best recollection 
is that I phoned out about it. Now, I am not sure about that. I have 
no definite recollection, Mr. Flanagan, on that point. 

Mr. Fianacan. Can you re all. when you phoned out? 

Mr. Brauner. No, I don’t. I just said I have no definite recollec- 
tion on the situation. 

Mr. Franacan. Would it be before February 1 or after? 

(Senator Underwood is also present. ) 

Mr. Buauner. Well, it certainly was sometime before February | 
because he was—well now, wait a minute, it could also have been that 
we dated his pay back to February 1; I not not know. 

Mr. Franacan. See if this will help you recollect. I have here a 
memorandum from your files from Mr. Stanhope to Antoinette Breck- 
stegel, B-r-e-c-k-s-t-e-g-e-l. It is dated February 17, 1949, and states 
as follows: 

Pay and charge as advance commissions the Ist and 15th of each month. 


Treat as independent agent James B. E. Olson, $750. Mail to Mr. R. J. Blauner 
in the New York office today sure. 


The next entry is: 


William O. Boyle, $250. Mail (air mail) to Cecil Green, Washington office 
today sure per verbal instructions from R. J. Brauner, February 17, 1949 a. m 

At the bottom is a notation “Checks 11196-97 mailed February 
17, 1949.” 

Does that refresh your recollection as to the instructions you gave 
Mr. Stanhope in regard to placing Mr. Boyle on the payroll? 

Mr. Buavunrer. It * definitely does not, exc ept to the extent that it 
must have happened at that time or he would not have written that 
note. 

Mr. FuanaGan. Would this then indicate that possibly around the 
17th of February—— 

Mr. Brauner. Oh, no. 

Mr. FLanacan (continuing). You had your discussions, and paid 
them back to the 1st? 

Mr. Brauner. No, that would not—it could have been. I am 
saying—you are asking all the possibilities, and I am saying—it could 
have been; I do not know. 

Senator Nrxon. Let me read again the memorandum to you—not 
all of it, but particularly the pertinent points. This is simply a writ- 
ten memorandum which confirms an oral instruction given previous!) 
which, of course, is a common practice. 

This written memorandum is dated February 17, and I think your 
point to Mr. Flanagan is that possibly the oral instructions may have 
predated that considerably, is that right? 

Mr. Biauner. Does that say that is the first instructions that Mr. 
Stanhope received on that day? 

Senator Nrxon. What this says is to pay these amounts as indi 
cated. 
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Mr. Brauner. Could I see it again, Senator ¢ 

Senator Nixon. What is that ¢ 

Mr. Biauner. Could I see it for a moment? 

Senator Nixon. Certainly. It says: To pay these amounts as indi- 
cated per verbal instructions from R. J. Blauner February 17, 1949. 
Now, the question is 

Mr. Buauner. Does it state that? 

Senator Nrxon. It does state that. It does state that. I thought 
you hadn’t heard that. 

* Mr. Brauner. Yes. That is the only reason I wanted to see it. I 
don’t think it is necessary if that is the instruction on there. If that 
is on there, we will go by the instructions as of that date. 

I still want to emphasize the fact that, in the first place, I see noth- 
ing there—I don’t want any wrong impression on it—that there is 
anything on here that Mr. Boyle was to get this money for commis- 
sions. There is nothing on here to that effect. 

Mr. Franacan. Just read the memorandum, read it. 

Mr. BLAUNER (reading) : 


Pay and charge to advance commissions St. Louis Ist and 15th of each month. 
Treat as independent agent James B. Olson $750. 


Mr. FranaGan. What are you talking about there? 

Mr. Biauner. In Olson’s case 1 am talking about it. 

Mr. FuanaGan. You are talking about both of them. Both of them 
appear under that notation. 

Mr. Biauner. I am reading it right here; but I never did instruct 
them to put Boyle on asa si alesman, under no conditions. 

Senator Nixon. Then, you did not mean this instruction, did you? 


Mr. Brauner. I didn’t think it means that. 

Senator Nixon. It says “Pay as advanced commissions.” 

Mr. Biauner. That is something else. Now, we are disc ussing an- 
other matter entirely. 

Senator Nixon. You are going to get back to your bookkeeping. 

Mr. Buauner. That is right, 100 percent; that is right 100 percent, 
and it could—pardon me a minute, Senator, could I say something to 
you in this connection ? 

Senator Nixon. Sure. 

Mr. Biauner. It could very well be at any time, several weeks—and 
I think, if the examiners went through our books, they would find 
other situations of a similar nature, where people were given instruc- 
tions a couple of weeks, 2 or 3 weeks, after a negotiation was made. 

Senator Nixon. But the point was—— 

Mr. Biauner. Because I was busy out in the field. 

Senator Nixon. According to your memorandum, the first verbal 
instructions that you gave to put Mr. Boyle on your payroll were 
issued on February 17, is that right ? 

Mr. Biauner. According to this memorandum, and it says- 

Senator Nixon. You do not recall any other verbal instructions 
that you gave ? 

Mr. BLauner. No, I do not. 

Senator Nixon. In fact, you would be referring to the memoran- 
dum if you had issued other instructions. 

Mr. Buauner. I don’t recall any instructions. 
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Senator Nixon. And also, the first check, we note, was drawn on 
February 17, was it not ? 

Mr. Brauner. Yes, sir. Well, I must have given some suppleme) 
tary instructions to Mr. Stanhope, wouldn’t you think, under tly 
circumstances, when I say to issue a check for $250, when we always 
pay 2 weeks after the original employment? There could have been 
some other instructions. This is not the verbatim—— 

Senator Nrxon. I think the memorandum speaks volumes. 

Mr. Buauner. Pardon? 

Senator Nrxon. I think the memorandum speaks for itself. 

Mr. Brauner. I agree with you. But I say this to you, that Mr. 
Stanhope has not repeated verbatim my conversation with him about 
this transaction. 

Senator Nixon. What was the conversation ? 

Mr. Brauner. I don’t know. I know that I would not just simply 
say this. 

Senator Nixon. You do know, though—— 

Mr. Buauner. Because I would have to give him some explanation 
as to why he was paving on the 17th, $250. 

Senator Nixon. You do know, though, that according to that your 
a verbal instructions to put Mr. Boyle on the payroll, retroactive to 
February 1, were issued on February 7, 9 days after he became assist 
ant national chairman / 

Mr. Brauner. That seems to be correct, Senator; that seems to be 
correct; I agree on that. 

Seantor Nixon. All right. 

Mr. Buauner. That is all we have in the record; I can’t go by any 
thing else. 

Seantor Nixon. Sure. 

Senator McCarrny. Mr. Blauner, what was Mr. Boyle to do fo 
you? 

Mr. Buauner. Pardon? 

Senator McCarrny. What was Mr. Boyle to do for you? 

Mr. Buauner. Well, at the time I hired him. as I told you before. 
Senator, we hired him as counsel, Washington counsel. 

Senator McCarrny. You mean as a lawyer! 

Mr. Buauner. That is right. 

Senator McCarruy. Did you expect him to do legal work ¢ 

Mr. Buauner. If any presented itself; yes, sir; if we needed counsel 
here. 

Senator McCartruy. And nothing besides legal work ¢ 

Mr. Biauner. There was nothing to be done besides legal work. 

Senator McCartuy. Mr. Green was not a lawyer, was he? 

Mr. Buauner. No, sir; he was not. 

Senator Nrxon. Just one point in regard to doing legal work. How 
long has Mr. Cusick been your attorney 4 

Mr. Buauner. He has recently been our attorney in the past month 
or so, but on a previous occasion he was our attorney on a lease matter 
here. 

Senator Nrxon. In fact, he was your attorney ? 

Mr. Buauner. He was not my attorney; he was attorney for others 
in our company at the time that I hired him as a company representa- 
tive or attorney. 
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Senator Nrxon. But Cusick was an attorney doing legal work for 
you or for others in the company in 1949 at the time you hired Mr. 
Boyle in Washington, was he not ? 

Mr. Brauner. In 1948—oh, in 1949 when we hired Boyle? You 
asked me about Mr. Cusick, and I was thinking about that. He 
handled one little situation for us. 

Senator Nixon. You were not satisfied with him as your legal 
attorney in Washington ¢ 

Mr. BLuauner. Was it necessary for me to be satisfied with Mr. 
Cusick to hire someone else? Did I have to tell him? I mean, I 
thought I could hire whoever I wanted to. 

Seantor McCarruy. Let me ask you, Mr. Green was not doing legal 
work ¢ 

Mr. Buauner. He did not. 

Senator McCarruy. And Boyle was not to do the type of work that 
Green was doing: Boyle was hired as your lawyer, is that right 4 

Mr. Brauner. No—that is right. 

Senator McCarrny. And Boyle was not hired to help Green? 

Mr. Buauner. It could have been that Boyle was going to be asked 
about some of the matters that come up, yes, from a counseling angle. 

Senator McCarrny. Legal matters / 

Mr. Buauner. That is right. 

Senator McCarruy. But he was not hired to supplement Green’s 
work, was he / 

Mr. Biauner. He was not hired as a salesman. 

Senator McCarrny. My question is this: He was not hired to sup- 
plement Green's work ¢ 

Mr. Biauner. He was hired to supplement Green’s work on the 
counsel side; yes, sir. 

Senator McCartrny. I see. 

Here is an answer you made to Mr. Flanagan on page 3071 of the 
executive session. You say, talking about Boyle: 

That is correct; and we have had supplementation of those things since in 
this case here with Mr. Cusick. 

You say, 


I never knew— 


Mr. Buauner. I don’t—pardon me, Senator—I don’t hear what you 
are saying. 
Senator McCarrny. You say you hired Boyle. 


I never knew when we were going to have some difficulty coming up. 


What kind of difficulties did you have in mind? 

Mr. Brauner. Well, this very difficulty that Mr. Cusick handled was 
one illustration, and was the reason for my talking about counsel at 
all. That was a lease deal here. 

Senator McCarrny. When did you hire Cusick? 

Mr, Biauner. I don’t know. Could you answer that question, Mr. 
Cusick ? 

Mr. Cusick. Do you want the question of record, sir? Approxi- 
mately 1946. Some litigation in connection with a lease. 

Senator McCarruy. I do not care; I just want to know when. 1946? 

Mr. Cusick. That was approximately 1946. I can get you the exact 
date. 





602 INFLUENCE IN GOVERNMENT PROCUREMENT 





Senator McCarruy. Have you been on a retainer basis? 
Mr. Cusick. No, sir; I was only paid for that particular case. 
Senator McCarruy. I see. O. K. 

Senator Munpr. Mr. Chairman, I want to clear up, because one 0! 
the important matters in this whole investigation is whether Willian, 
Boyle was hired as an attorney or whether he was hired on a commis 
sion basis to run errands of other kinds around Washington; 
clear up this matter. 

In that connection, this memorandum when read in its entirety, 
which we have not read into the record without interruption, to me 
tells the answer to that. The memorandum is written by—who was 
this person in the corner, can you identify it 

Mr. Brauner. Stanhope. 

Mr. Fianacan. By Mr. Stanhope to Miss Breckstegel. 

Senator Munpr. Written by Mr. Stanhope 1949, F ‘ebruray 17, 1949, 
which is 9 days after Mr. Boyle became a salaried employee of the 
Democratic National Committee. I want to read the memorandum in 
its entirety. 

Senator Hory. 
ployee. 

Senator NIxon. 

Senator Hory. 

Senator Nixon. Assistant national chairman. 

Senator Hory. He was not the national chairman; 
before he became national chairman. 

Senator Munpr. Nine days after he became assistant national chair 
man without salary. 


; LT want to 


That is not accurate. He was not a salaried em- 
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Unsalaried. 


he was assistant 





Pay and charge as advance commissions— 


that is the important thing— 


the Ist and 15th of each month. Treat as independent agents- 


that is plural— 
James DPD. E. Olson $750. Mail to Mr. R. J. Blauner, in the New York office, today 
sure. William O. Boyle $250. Mail (air mail) to Cecil Green, Washington 
office, today sure. Per verbal instructions from R. J. Blauner 2-17-49 a. m. 

So that it stands clear, then, that the check to Mr. Doyle and the 
check to Mr. Olson were as advanced commissions, and so charged. 

Mr. Biuacner. Do you want something from me on that, Senator / 

Senator Munpr. No, that is Mr. St: anhope’ s writing and not yours 

Senator Hory. You have a right to make a statement. 

Mr. Biauner. I would like to make a statement. 
it to go unchallenged. Mr. 
our company. P-e-r-i-o-d. 

Senator Munpr. I did not say he was hired as a salesman by your 
company, but he was paid commissions, 

Mr. Biauner. But you inferred he was going to be paid commis- 
sions, He was never to receive a single cent of commissions. 

Senator Munpr. Here we have it in the handwriting of the man. 

Mr Brauner. Who was Mr. Stanhope, the man you had on the 
stand yesterday ? 

Senator Munpr. And we also have it in the company books that 
the *y were charged on your company books as conmissions. 

Mr. Brauner. We tried to explain, Senator, to explain evet rything 
we had, if explanations were necessary, to the best of our ability. 
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None of these negotiations were entered into with the idea of 
getting anything under cover. Everything was entered into the rec- 
ord to the best of the ability of the people in St. Louis at that time. 

Senator Munpr. I think that is right. 

Mr. Buauner. Now, quite a few of my instructions, I want to em- 
phasi%e that, were made from the territory, and I am not trying to 
do the work of 10 people out in the field, really, in addition to running 
things from this end at St. Louis. Now, these things could come up 
inthe way of misunderstandings only. 

There definitely—I want to assure you—there definitely was no 
intention of paying Mr. William Boyle any commissions on any ac- 
counts on my part at any time. 

Senator Munpr. You were entitled to make that explanation. 

Mr. Birauner. I want to make that. 

Senator Munpr. I want the record to show that the comptroller 
made that statement. 

Mr. Brauner. I want to show that he may—— 

Senator Munpr. I want the record to show that whenever Mr. 
Boyle was paid, and Mr. Siskind was paid, the records show as com- 
missions on the books of the company. 

Mr. Biauner. Mr. Senator, it is usual when anybody is sent a 
check for commissions that he has got to do some selling or there is 
some explanation. There has never been any indication that these 
men sold anything for us. 

Senator Munpr. You paid commissions for influence, you paid 
commissions for making contacts, you paid commissions for lee work. 
Comiissions are not merely commissions for doing selling. 

Mr. Brauner. We don’t do that; we don’t do that. Some people 
may do it, but we have not done it. 

Senator Munprt. I am trying to find out what the commissions or 
these fees that Mr Bovle fot were. and Mr. Siskind fot, 

Mr. Buauner. We explained. When you asked me about the $8,200, 
in the first place, I knew generally what the account was. I told you 
it was generally an override account, and we were trying to get ac 
counts, I will tell you again; we wanted to get everyth ing into one 
account to see how much this eastern picture was costiny 
and everything else. 

Senator Munpr. But when you say the eastern office, vou did not 
have to put it under the heading of commissions, but as legal fees. 


us, counsel 


Mr. Brauner. You ae we didn’t, but evidently they did. 

Senator Munpr. Can I ask you, when you paid Mr. Cusick a fee 
for a job he did for you in 1946—— 

Mr. Buauner. Right. 

Senator Munpr (continuing). Did you list this in your books as 
legal fees or as commissions ? 

Mr. Biauner. We didn’t have that system in effect at that time. 
Didn’t I explain to you, Senator 

Senator Munpr. You changed your system after that? 

Mr, Buauner. Yes. 

Senator Munpr. Why did you change your system so that included 
fees as commissions ? 

Mr. Buauner. Didn't I explain to you at the closed meeting that 
we were starting a 2-year program on the over-all picture, because 
of the changed conditions in our company where I was not in direct 
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active selling—I again had to get out in the field and sell, and we 
were trying to do this, and the only reason that some of these entries 
were made on these books was on the insistence of the Internal Rey- 
enue, when they came out to St. Louis to close the situation during 
the course of that year instead of over the 2-year period, which | 
objected to. 

Senator Munpr. Did you carry on your books of your company the 
retainer of the firm of St. Louis attorneys as commissions ? 

Mr. Brauner. We testified we do not. 

Senator Munpr. You do not what? 

Mr. Buiauner. That is right; carry it on the books as commissions 

Senator Munpr. So that the only lawyer on books under the head 
ing of commissions is Boyle, and is Siskind ? 

Mr. Buauner. It happened to be in this general account we were 
building up on the overriding commission account. I tried to explain 
that to you to the best of my ability. 

Senator Munpr. | see no relationship at all, by virtue of the fact 
that it was to be charged to your Washington office 

Mr. BLiauner. But we were running our business. 

Senator Munpr. That they were to be commissions. 

Mr. Brauner. I say you don’t, I am sure you don’t understand, or 
you would not be having an investigation of our accounts in the first 
place; I am positive that is the situation. 

Senator Munpr. There is nothing in your records to verify it. 

Mr. Biauner. Pardon? 

Senator Munpr. Can you produce anything in your records to 
verify it? 

Mr. Buauner. Is it necessary / 

Senator Munpr. Your books do not show it; your memorandum 
does not show it. , 





Mr. Buauner. I mean, isn’t it customary for a company to set up 
their books, if they have nothing to hide along those lines, so that 
they get the information they want? We don’t necessarily follow 
through on technicalities on these things. 

Senator McCarruy. I still do not understand why you list——- 

Mr. Buauner. I know you gentlemen don’t, but it is a fact. 

Senator McCarruy. Wait a minute—TI still do not understand why 
you list one lawyer’s fees as legal fees; another lawyer who has 
practiced no law for vou whatsoever, performed no legal services, you 
list as advanced commissions. You say that is because of some agree- 
ment that you had with the Internal Revenue Department, is that 
right ¢ 

Mr. Brauner. I didn’t say that. T said they insisted on some of 
the other transactions that we had there, of listing them a certain 
Way: 

Senator McCarrny. I see. 

Mr. Buauner. During the year—not that particular item. 

Senator McCarrny. The Internal Revenue Department, you say, 
Was up to your office, and after that you changed your bookkeeping 
system ¢ 

Mr. Buiauner. I did not say we changed our bookkeeping system. 
I said that they made suggestions about entries, so we could close 
certain transactions that happened in the year 1950 or 1949 for 1949 
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instead of carrying them over the way I originally planned, for 2 
vears. 
* Senator McCarruy. Who was the internal revenue man doing that 
work ? 

Mr. Brauner. I don't know the names of the parties, but I again 
was out there very much. Mr. Stanhope handled the situation with 
them. 

Senator McCartiy. Was Mr. Finnegan in on that ? 

Mr. Buauner. Oh, no; I said—I started to say something——internal 
revenue, LT mean the agents that come in, not Finnegan. He had 
nothing to do with that. 

Senator McCarrny. I see. You say as a result of the Internal 
Revenue Department’s coming in you changed your bookkeeping so 
that vou would list Attorney Boyle’s fees 

Mr. Brauner. I did not say that, Senator. 

Senator McCarrny. ‘Tell me, in 1946 or 1947 you hired Cusick ? 

Mr. Brauner. That is right. 

Senator McCarruy. You properly listed that as legal fees; is that 
right ¢ 

Mr. Buacnrr. And in addition to that—ves. 

Senator McCartrny. Let us go slowly. Then sometime in 1946 you 
hired him, and in 1949 when you hired Boyle — 

Mr. Buauner. That is right. 

Senator McCarruy (continuing). You changed your nonnee 
system so that you would carry vour Washington lawyer « 1 the books 
as receiving advance commissions. Could you tell us why? I am 
curious to know that. 

Mr. Brauner. Yes, I told you why; that at the time I had an idea 
that I wanted to get some idea, because of our override Commission 
account which we started to charge on our pricing at that time to 
cover these extra activities, let us put it that way, and that is a fact. 

Senator McCarruy. Did you feel that Boyle would be of any benefit 
toyouing etting Government contracts ¢ 

Mr. Brauner. It did not enter my mind as — at oe _ but 
I certainly, Senator—if I knew you and wanted, or any other Senator 
and wanted to go up any place, and ask you to eae me a some- 
body if we had a deal up that we could legitimately bid on it—— 

Senator McCarruy. You have not paid a Senator for doing it / 

Mr. Buauner. I didn’t say I did. I said if I had occasion to, I 
would talk to him about it. They are representatives of the people. 
and that is what we are sup posed to come up here for. 

Senator McCarruy. This Boyle-Siskind account cost you about 
$15,000, T believe, to date. Let me ask you this: In view of the fact 
that you testified that they performed no legal service for you, first 
am I correct in that—— 

Mr. Brauner. I did not say that. 

Senator McCarrny. Did the vy do any legal services? 

Mr. Brauner. They could have done any minor things that Mr. 
Green had taken up : about collections; no m: jor thing. 

Senator McCarruy. Do you know of any minor thing? 

Mr. Buauner. Yes, I understand Green talked to Boy le and Siskind 
on several occasions about a few items of collections, and so forth. 
Tam telling you they were not major. 


5 
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Senator McCarruy. So you are saying the only legal services t! 
you know of they performed, that Green m: iv have talked to Siski 
or Boy le on seve ral occasions ¢ 

Mr. Buauner. I made the statement that he may have. I know thia: 
he definitely talked to either one or the other regarding the claim ove: 
at the—well, the General Accounting Office. I start to think of t 
initials GAO. 

Senator MoCarruy. Would you tell us this: What would you est 
mate would be a reasonable legal fee to cover the few times that Gre 
talked to Boyle or Siskind ¢ 

Mr. Brauner. Do you want that information, I mean, as a matte: 
of fact, Senator, as to what I might consider what actually happen 
In oure xperie nee in the last 2 years, or what / 

Senator McCarruy. I want to know this: I want to know wha 
you would consider a reasonable legal fee for the legal services thi 
Loyle or Siskind performed when they discussed this matter with 
(ireen. 

Mr. Braunrr. Now, these gentlemen were on a retainer fee, and 
1 can say this to you on that one item what they accomplished on that 
Was zero because we had to pay the claim. 

Senator McCarruy. My question is what would you consider 

Mr. Buauner. If I was going to hire a man for that purpose and 
knew in advance what he was going to accomplish, I wouldn’t pay 
him anything for it if he didn’t accomplish anything. 


Senator McCarruy. So the only actuai services, yal services, they 
peereee then were a few conversations with Green. You say tliey 
ccomplished nothing; therefore, their services were worth nothing 
Do you feel now that you overpaid Boyle and Siskind in the amount 


of Sy: OOO 4 

Mr. Brauner. No, I don't. We had them on a retainer basis. 

Senator McCartiuy. Do you think they earned the $15,000 ? 

Mr. Brauner. We had them on a retainer basis; that was the agree 
ment, and so we kept them on. 

Senator McCarruy. I want to know though, in view of the fact 
that many of your contracts are with the Government, that means tliat 
the Government is paying Boyle or Siskind. I wanted to know from 
you now whether you feel they were worth $15,000 to you. 

Mr. Brauner. If I didn’t think so, Senator, I would not keep them 
Ol. 

Senator McCarrny. Then your answer is that you think they were 
worth $15,000. 

Mr. Buauner. Yes, sir; until I discharge them, that is right. 

Senator McCarruy. Did they get any business for you 

Mr. Buauner. None. 

Senator McCarruy. None. Do you think that they were of any 

enefit in helping you get Government business ? 

Mr. Buauner. I know definitely they did not have to be. 

Senator McCarriy. Did you think that they were of any benefit to 

in getting the RFC loans? 

_ Mr. Brauner. | know definitely they had nothing to do with it. 


s far as—to the best of knowledge they had nothing to do with the 
Rie C loan. 


‘ 


Senator McCarrny. Then your testimony today is that you feel 
that neither Boyle nor Siskind helped your company in any way to 
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your testi- 


Mr. Brauner. That is proper; that is correct. 

Senator McCarrny. You say that the only legal services they per- 
formed was to advise once or twice with Green; that you say now 
hey earned their $15,000, is that correct / 

Mr. Brauner. Only because I stipulated an agreement with them, 
and agreed to pay them $500 a month as a retainer. 

Senator Hory. At this point in the record we will insert the memo- 
randum from Mr, Stanhope dated February 17, 19-49. 

(The memorandum from Mr. Stanhope dated February 17, 1949, 
was marked as “Exhibit No. 20” and may be found in the appendix 
on p. 1236.) 

Senator Munpr. Maybe this might refresh your memory, Mr. Blau 
ner. In the testimony you gave us earlier, this elaim you are talking 
about is this $37,000 claim. 

Mr. Brauner. That is right. 

Senator Munpr. Let me read you this testimony, and that may 
clear this thing up: 

Senator Hory. How much did you pay Boyle? 

Mr. BLauNer. Paid Boyle $1,250. 

Senator Hory. You paid Boyle how much? 

Mr. BLAUNER. $1,250. 

Senator Horry. How much did you pay Siskind? 

Mr. Brauner. The difference between that and the present day of $500 a month 
from February 1; I don't know. 

Senator Hory. Something like $12,000 to $13,000 to Siskind? 

Mr. BLAUNER. Let me see, Senator, 1949 to 1950. 

Mr. FLANAGAN, That is roughly $50,909. 

That included the Green—— 

Mr. Brauner. Which had nothing to do with the legal fees. 

Senator Munpr (reading) : 

Senator Nrxon. In other words, you paid Green, Boyle, and Siskind $50,000 
working on these $57,000 worth of claims; is that right? 

Mr. Bhauner. That is right. 

Mr. Biauner. Well, I did not understand at the time, Senator 
Mundt, that Green was included in that amount. 

Senator Munpr. It mentioned it specifically. 

Mr. Brauner. I say—— 

Senator Munpr. In other words, you paid Green. 

Mr. Buauner. Is there something further in there, Senator, about 
that situation / 

Senator Munvr. You paid Green, Boyle, and Siskind, working on 
these $37,000 worth of claims, $50,000. You were asked whether 
that was right, and you said, “That is right.” 

Mr. Buauner. Senator, could I ask you one question? Is there 
anything further in connection with that statement / 

Senator Munpr. I will read on. I don’t know; that is as far as J 


have gone. | Reading : | 


Mr. FLANAGAN. Are those the only matters to your knowledge? Were tl} ere 
any other matters to your knowledge that either Boyle or Siskind worked on in 
behalf of your corporation, other than these two claims that you are talking 


about? 
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Mr. BLauner. I do not know of another single thing they did except this ¢:|| 
that I told you, introductory call. You are talking about Boyle and Siskind 
only now? 

Mr. FLANAGAN. Yes. 

Was the Boyle call in the RFC in regard to your loan? 

Mr. Buauner. That is what I understood at the time I was talki: ft 
about. 

Senator Munpr. So that all they did for the $50,000 was to try to 
get you back $37,000 worth of claims, and whatever services Boye 
rendered in connection with your RFC loan ? 

Mr. Buauner. At that time, Senator, can I say there was no ob) 
jection raised in St. Louis to the payment of Boyle and Siskind on 
this money. 

Senator Nixon. Who would object ¢ 

Mr. Buauner. By the RFC. 

Senator Munpr. I did not say they would object. I would 
expect the RFC to object to your paying Boyle’s salary. Why should 
they ¢ 

Mr. Brauner. We only paid them for 2 months. 

Senator Munpr. You had been in contact with them a goo ly 
number of times in your behalf. 

Mr. Buauner. Not by us, 

Senator Munpr. Lam talking about the RFC. 

Mr. Buauner. I am talking about the American Lithofold Corp 

Senator Nixon. Mr. Blauner, what you have been trying to get 
across 1s that the book entries indic ating ‘th: at Mr. Boyle Was pi vid com 
missions do not mean what they say; th: it actually Mr. Boyle and Mi 
Siskind were attorneys for the company in Washington, is that cor 
rect / 

Mr. Buauner. That is correct. 

Senator Nixon. Now, I think you can understand why the co) 
mittee is puzzled, at least some of us, on this particular transactio 

We had Mr. Toole, who was the treasurer of the company. He, of 
course, said, as you stated, that he did not have too much to do with 
the business end, but we asked him about the Boyle-Siskind contra 
and he said he did not even know about it, never even heard about 
until he read about it in the newspapers; did not even know he was 
on the payroll, so he did not know what he did. 

Mr. Brauner. Well—— 

Senator Nixon. Wait a minute, let me finish, and then you car 
your opportunity. 

Mr. Buauner. O. K. 

Senator Nixon. So that you can get the purport of it. Then we h 
the comptroller, Mr. Stanhope, on the ede: We said, “Can you tel 
vs What Mr. Boyle and Mr. Siskind did for the $16,250, to be accurate 
that they have received to date, and that they are still receiving at 
that rate—I mean, that Mr. Siskind is still receiving at the rate of 
$500 a month?” 

Mr. Stanhope said, “I don’t know; I just paid the checks.” 

Now, we have you on the stand, and apparently as you pointed out 
you are the fellow who does the work of 10 men, and I would not be 
surprised that you did. 

Mr. Brauner. And the principal stockholder. 

Senator Nixon. You are the principal stockholder; you are now the 
president of the company ? 
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Mr. Brauner. That is right. 

Senator Nixon. You are the man who, since your son is not being 
so active in the company, apparently is carrying the main load. 

Can you tell us anything specific that Mr. Boyle or Mr. Siskind did 
to get $16,250 except to make the call to the RFC? Name one specific 
thing. 

Mr. Buauner. Yes, sir. They sold me—we were sold on the idea, 
or I personally was, that it was a good thing to have a counsel in 
Washington, and that is how it started and wound up. 

Senator Nixon. Mr, Blauner, that does not answer the question. 
Name one specific thing that they did. One specific thing that either 
Boyle or Siskind did. Now, we have asked other officials of the com- 
pany, and they say they don’t know. 

Mr. Buauner. That is right. 

Senator Nixon. You name one specific thing that either Boyle or 
Siskind did to earn the $16,250, except to make this appointment with 
Hise at the RFC. That is a simple question. Name one thing. 

Mr. Biauner. It is a simple question. 

Senator Nixon. If you do not know, you can say, no, or “Ask 
somebody else.” 

Mr. Buauner. Pardon me, do you want me to answer that question ¢ 

Senator Nixon. Yes. 

Mr. Brauner. All right, then pardon me while I answer it. 

Senator Nixon. What did they do? 

Mr. Biauner. I will say to you that according to my own knowl- 
edge, any business company can hire a man to do whatever they want. 

Senator Nrxon. You are getting me—— 

Mr. Buauner. And pay him what they want. 

Senator Nixon. Mr. Blauner, I realize that. I realize you can pay 
money out to anybody that you like for any purpose, and it may be 
that they did not do anything. That is none of my business or none 
of ours, but I want to know if you can name any specific thing that 
they did do. If you do not know of anything, say no. 

Mr. Biauner. I am not going to answer it that way for the simple 
reason, Senator Nixon—if I have the privilege of answering it in a 
own way—— 

Senator Nixon. You have the privilege of answering it any way you 
want, just so you answer it. 

Mr. Buauner. Answering it in my own way, I say when you put 
aman on a retainer—now, whether or not it is wise to continue that, 
that is another matter. 

Senator Nixon. Apparently your answer to the question is this, 
and correct me if I am wrong, that you do not know yourself, as the 
president of the company, anything specific that they did to earn the 
$16,250, except to make the introductory call to the RFC; but you say 
further—and I want to state your position exactly as I understand 
it—you say further that nevertheless you justify that as good practice 
because you simply wanted them on as a retainer, is that right? Isn’t 
that a correct statement ? 

Mr. Brauner. Senator Nixon, you, as I understand it, are trying to 
tell me what to say in your question. 

Senator Nixon. No, I am trying to tell you what I understand you 
to say. 
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Mr. Biauner. Pardon? 

Senator Nixon. I am trying to tell you what I understand you | 
say. 

Mr. Buauner. I have said nothing of the sort. I simply told y: 
that we hired these people on a retainer, which I understand also 
customary practice. Now, I also can tell you that I don’t know } 
what something may come up next month or the next month. 

Senator Nixon. Do you know of anything they have done up 
this time ¢ 

Mr. Brauner. So far nothing has come up of any- 

Senator Nixon. Allright, that is fine. 

Mr. Biauner. If you want me to say that. 

Senator Nixon. That is all. 

Mr. BLauner. Nothing of moment has come up. 

Senator Nrxon. All right. 

Senator Hory. I think in the interest of a fair statement, it ought 
to be said it is not an unusual thing for different concerns to employ 
lawyers in Washington on retainer. I think I know 25 friends who 
are practicing law in Washington, who are employed on retainers, anc 
it does not mean, of course, that they have to render some specific 
service, but they are available for those clients. 

[ am not expressing any opinion about this retainer one way or t 
other, but I think it needs to be said that it is not unusual for most 
companies—and some of them today—to have some lawyer on a re 
tainer, and retaining them for a year without having anything to co, 
and to pay them so Tuch money. I do not think the mere fact as to 
what particular service may have been rendered is determinative of 
that. 

I think that ought to be said not in the interest of this particular 
retainer or what happened here, but as a general practice obtaining 
in Washington now, as it does in other cities throughout the country. 

Mr. Buauner. Could I add one thing more there, Senator’ [i 
seems that because of this hearing, it is going to cost me more for the 
retainer, and I want to emphasize that, for our St. Louis attorne Vs. 
They have been well taken care of here, and that will come out of 
those same contracts to the Government. 

Senator Hory. Mr. Flanagan ? 

Mr. Firanacan. Mr. Blauner, have you personally or in behalf of 
the corporation since January 1, 1948, given any gifts or gratuities of 
any kind to any employee of ‘the Government, of the Federal Govern 
ment, or a member of the immediate family of an employee of the 
Federal Government ? 

Mr. Brauner. Any gifts or gratuities of any kind? 

Mr. Franacan. To any employee of the Federal Government or 
any close member of an employee’s family. 

Mr. Brauner. I gave you a list of that the other day, and same list 
applies. 

Mr. Franacan. Well, that was an executive hearing, and we want 
you to testify here. 

Mr. Brauner. Do you have the record here on that ? 

Senator Nixon. Let me read the record to you on that point. 
(Reading :) 

Mr. FLANAGAN. Did you or any representative or any representative of Amer 
ican Lithofold Co. or of any of these other companies you have mentioned 
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your knowledge, directly or indirectly, _ any gift or gratuities of any kind 
to any Government employees since July 1, 19487 
Mr. BLAUNER. Not that I recall of any cing. Mr. Flanagan. Gifts or gratui- 


ties? 


Mr. FLANAGAN. Of any kind. 

Mir. BLAUNER. Well, the chances are that our people entertained—I mean I 
don't really know of any, Mr. Flanagan. 

‘That was your answer then. 

Mr. Buauner. All right. Since that time I have talked to Mr. 
Flanagan, and my memory was refreshed because of this testimony, 
and I gave him a list of people that we did give gifts to. { didn’t 
recall at the time, and again I say this, that this discussion we Just 
had here for a couple of minutes got my mind more on the other 
situation than it has for a second here, while Mr. Flanagan was 
preparing the statement. ‘This question—— 

FLANAGAN. Take your time; we are not trying to rush you, 
Mr. Blauner. 

Mr. Biauner. I am going to have to think a minute about it because 
[ told you all the story on it. 

Mr. Fuanacan. Go ahead. 

Mr. Brauner. We gave—Mr. Green gave—some cameras away; 
and —you want the list of those at this time ¢ 

Mr. FLANAGAN. Yes, sir. 

Mr. Buauner. The cameras were given, one was given to, and I 
understood—I want to supplement this while I am going along, it was 
a good will situation in connection with it—I understood from Mr. 
Green that one was given to Matt Connelly. 

Senator Munpr. You are talking now about cameras paid for by 
the company ¢ 

Mr. Brauner. That is right. One was Matt Connelly, and again 
| want to emphasize it was cn a good will basis, Senator. 

Senator Munpt. Who is Matt Connelly ? 

Mr. Buauner. Matt Connelly is—I thought everyone here knew. 

Senator Munpr. There are a lot of Matt Conne Ilys, and I want to 
identify him. 

Mr. Brauner. This is the one that is the secretary 

Senator Munpr. In the White House. 

Mr. Fnanacan. When was that camera given to Mr. Connelly / 

Mr. Buauner. I don’t know: I don’t anes: 

Mr. Fuanagan. That was given by Mr. Green ? 

Mr. Brauner. That is correct. Mr. Prince. 

Mr. Firanagan. Mr. Prince, did he get a camera? 

Mr. Buauner. That is right. 

Mr. FiuanaGan. Di he get that from Mr. Green or from you? 

Mr. Brauner. Mr. Prince testified he got it from me. I don’t 
recollect having given it to Mr. Prince. Mr. Green told me he gave 
it to him. I assumed responsibility, because it was a company cam- 
era, and that was after the loan, however, had been paid off. 

These cameras, by the way, I want to interject a thought here so 
that the Senators know about this camera situation—I bought a 
camera, a Polaroid camera, and found it was a very fine thing to 
have because we could take pictures and develop them right now. 
That was last fall up at Lake Geneva, by the way, that we used it. 

Senator Munpt. _ bought camera last fall? 
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Mr. Buauner. My personal camera, and I used it to great advai 
tage, and I thought it would be a swell thing to create good will, 
whether it was among our employees, customers, or who it Was, 
and that is how we happened to get into this very heavy comm 
ment on cameras. There was no intention of influencing anybod\ - 
just good will, only ina general way. 

Senator Nixon. In that connection, Mr. Blauner, is it possible that 
you were sold on the camera because of one of the pieces of publicii 
put out by the company that I have in my hand here which reads: 

If atom bombs fall your camera must be ready. Your Polaroid camera has 
the unique ability to measure with surprising accuracy moderate doses of 
radioactivity. 

{ Laughter. ] 

Mr. Brauner. Senator, that is all right, bringing that right in here 
being fine advertising for the Pol: aroid | people, no doubt. [ Laughter. 

As an actual fact, Green told me he gave cameras to Matt Connelly 
Bill Boyle, and Tourney Gratz and Fr ank Prince. 

Now, to my knowledge those were the only ones that were given 
by Mr. Green. 

Senator McCarrny. You say that was for the purpose of creating 
good will. Prince was on the RFC? 

Mr. Brauner. Yes; but our loan was paid off; our loan was paid 
off in August, and this could not have happened before October and 
November. 

Senator McCarrnuy. Pardon me for interrupting you. 

Mr. Biauner. Yes, Senator. 

Senator McCarrny. You were listing them, and I interrupted. Go 
ahead. 

Mr. Biauner. Pardon me? 

Senator McCarrny. You were listing the individuals, and I inter- 
rupted you. I am sorry. 

Mr. Biauner. To my knowledge—am I to include any expenses 
or anything like that at this time? 

Mr. Fuanacan. Yes. 

Mr. Brauner. I rented a place at Miami Beach the first of the year. 

Mr. Fuanacan. The first of 1951? 

Mr. Brauner. Pardon? 

Mr. Fianacan. First of this year? 

Mr. Buauner. 1951; yes, sir. At which time again we had no loans 
or anything else, and I had no difficulty of any kind on my internal 
revenue situation. At that time—— 

(Witness confers with counsel.) 

Senator McCartny. While you are thinking that over, may I keep 
the record straight—you have been emphasizing that you gave Boyle 
and these other individuals cameras and that you had no loans pend- 
ing. You had very, very large contracts with the Government pend: 
ing at that time, did you not? 

Mr. Buiauner. No, we have had contracts with the Government. 
Senator, right along. Is there any specific contract you have in mind‘ 
I do not know. 

Senator McCarruy. You were emphasizing at the time vou gave 
these cameras to create good will you had no loan with the RFC 

Mr. Buauner. That is right. 

Senator McCartruy. But since the first of the year—— 
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Mr. Buauner. We have been doing business with the Govern- 
ment 

Senator McCarrny. Wait a minute. Let me finish 

Mr. Buauner. I am sorry. 

Senator McCartruy. The first 7 months of this year you have had 
over $2.000,000 of Government business, is that right 4 

Mr. Buauner. I don’t think that your figures are correct. 

Senator McCarrny. May I ask the—— 

Mr. Buauner. I may be wrong. You asked me the question, and 
I want to check it. 

a McCarrny. “4 that roughly correct ? 

. Buauner. Well, l-am going to see in just a minute. 

ier Nixon. You oa hope it it is that much, would you not? 

Mr. Buauner. I wish it were more. 

| think the record shows. so far as Ll am able to ascert: un, that 
there was never any claim of our exercising influence to obtain Gov 
ernment business. There never has been any intimation of that until 
this investigation. Where it came from, I don’t know. 

Senator McCarruy. In other words, you do not feel that your close 
association with Mr. Boyle, or giving cameras away, and hams, and 

forth, you do not feel it had anything to do with your getting 
Government business ? 

Mr. Buauner. I want to say that until such a time as every business 
institution in the United States is required not to give little presents 
away, why, most like] iy we will he OiVinge the m away, but l am quite 
certain, too, in that connection that there will be no more presents for 
any Government officials. 

Senator McCarruy. I may say that Mr. Symington, and wisely, I 
believe, adopted the position that vour gift to Kraft. that is Kraft’s 
acceptance of your gift was improper, and he discharged him. 

I will be curious to see whether the Internal Revenue Department 
decides that your plane tickets and that sort ot thing to employees ot 
the Internal Revenue Department were also improper or whether 

here is a diffe ‘rent code of ethies, since we have a good man at the 
head of the RFC, and—where was I ¢ 

Mr. BLAu NER. Senator. you asked hie about the que stion of Govern- 
ment business. 

Senator McCarruy. Yes. 

Mr. BLAUNER. ‘These transactions Came up, of ce urse. and we say 
in the fall of 1950, so could I quote 1950 and 1951 while Lam at it? . 

Senator McCarruy. I would like to have your answer to my ques- 
tion. I say, is it true that you have done about 2.000 000 worth of 
business ¢ 1 

Mr. Brauner. We did $2,186.000 Government, and $1,080,000 com- 
mercial this year; that is the first 7 months. 

Senator Unprerwoop. Mr. Chairman, can IT ask a question there? 
What Government agencies did vou get those contracts for? 

Mr. Biuauner. Pardon ?/ 

Senator Unperwoop. What Government agencies did you get those 
contracts from? Give me two or three of them. name one of them. 

Mr. Buauner. Senator, I did not handle that direct. I Know that 
the er is one, for example. Is there such a procurement agency as 
General—— ; 
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Senator Nixon. General Services. 


Mr. Biauner. Yes. And the Air Force, and we had a list of some 


kind: I don’t have that with me. That has been furnished to 1 


committee. They have been all through all the orders and everything 


else. 

Mr. Fuanacan. You were going on with these gifts and gratuities 

Mr. Buauner. Pardon? 

Mr. Fuanacan. You have not finished with respect to the questico 
of gifts and gratuities. 

Mr. Buauner. I did not recall just how far I got. We bought sony 
tickets, as I told you, for Mr. Elmer Brown. He came down i: 
group of three people, and the only reason, as I understand it, tho 
tickets were bought for Mr. Brown at the time—I have asked about 
since—because the group came down together, and the tickets were 
purchased in one group on a check signed by my son-in-law. 

Mr. Fuanacan. And that was the trip that Mr. Brown made from 
Chicago to your place at Miami Beach ? 

Mr. Buauner. That is right. 

Mr. FLANAGAN. Sometime this last 

Mr. Buauner. That is right; and his brother died in the meantime, 
and he had to leave and went up through Washington to Chicago, as 
I understand it. 

Mr. FLanacan. To your knowledge, did Mr. Brown reimburse your 
son-in-law or anyone else in the corporation ? 

Mr. Buauner. I was advised that he did. I think I mentioned it to 
you, but I do not know it to be a fact. I have no definite knowledge 
of it. 

Mr. FuanaGan. Were any other Government officials your guests 
at your place in Miami Beach 4 

Mr. Brauner. Well, we tried to determine the other day what was a 
guest, and we decided, I think, that in the closed session that anybody 
that stayed overnight and was entertained there was a guest. Is that 
right ? 

Mr. Fuanacan. Yes. We will take that definition. 

Mr. Buauner. I mean, just somebody walking in there during the 
day for 5 or 10 minutes 

Mr. FLanacan. We are not interested in people who just happened 
to drop in and say, “I lello.” 

Mr. Buauner. We had Jim Finnegan down there. 

Mr. FLanacan. On how many occasions was Mr. Finnegan there / 

Mr. Buauner. I told you there were several occasions. 

Mr. Fuanacan. How many occasions 4 

Mr. Biauner. I do not know that offhand. My records—I do not 
have any records here with me, Mr. Flanagan. 

Mr. Fuanacan. Was he there on three or four occasions ? 

Mr. Buauner. Yes; at least on three or four. 

Mr. Fuanacan. And the company paid for those trips of Mr. 
Finnegan and his wife? 

Mr. Biauner. That is right. 

Mr. Franacan. Did he come down there to transact any business 
for the corporation ¢ 

Mr. Buauner. He did on at least one occasion; I asked him to come 
down. 

Mr. Fuanacan. What about the other two or three ? 











Mr. 
| clo ne 
I discu 

Mr. 
Finnes 

Mr. 

Mr. 
tional 

Mr. 

Mr. 
he was 

Mr. 
the s 
severa 
sonal] 
comps 
servic 

Mr. 

Mr 

Mr 
did \ 

Mr 
sion | 
hadt 
stock 
time, 
decic 
wife’ 
coul 
with 

want 
at tl 


nega 


INFLUENCE IN GOVERNMENT PROCUREMENT 615 


Mr. Buauner. Well, I am not too clear about that, Mr. Flanagan. 
| do not recall any special situation that may have been up at the time 
I discussed it with him. 

Mr. FLANSGAN. You are a businessman now, Mr. Blauner, and Mr. 
Finnegan was your representative. 

Mr. Buauner. That is right. 

Mr. Fuanacan. And he has made, as you say, two or three addi- 
tional trips to Florida at your expense ¢ 

Mr. Brauner. That is right. 

Mr. Fuanacan. Did you take the time or the effort to find out what 
he was coming down to Florida for ?¢ 

Mr. Brauner. Well, I think I told you, Mr. Flanagan, and I told 
the Senators here. My position with Mr. Finnegan, it was worth 
several hundred thousand dollars to me and our company, to me per- 
sonally, and Mrs. Blauner, who are the principal stockholders in the 
company, and our company, to have had Mr. Finnegan perform the 
service that he did for me. 

Mr. Fuanacan. To get your son back into the company ? 

Mr. Buauner. That is correct. 

Mr. Franacan. You have been talking about that. Exactly what 
did Mr. Finnegan do to get your son back into the company ¢ 

Mr. Brauner. When it came to a time when we started the discus- 
sion of the matter of R. A. Blauner coming back to the company, I 
had to figure some way or plan some way of raising money to buy some 
stock back from R. A. Blauner, and I did not have the money at the 
time, having just gone through a very lean period, and what we finally 
decided to do was to put some shares in Mr. Finnegan’s name or his 
wife’s name, I forget. whatever the situation was, so that he, in turn, 
could go out to the Tower Grove Bank and get this money, together 
with my eydorsement originally, and then it was found that they also 
wanted Mr. Leschen’s endorsement, who was my son’s father-in-law 
at that time, so we both endorsed that note, and for that money, Fin- 
negan got—I am going into a little detail on that. 

Mr. Franacan. That is all right. 

Mr. Biauner. Finnegan got the $12,000 into his account. That 
same day, as I recall it, he mailed that $12,000 to R. A. Blauner, who, 
in turn, we had his checks showing he deposited it in his account. 

Mr. FuanacGan,. In other words, it cost you $12,000 to get your son 
back into the company ¢ 

Mr. Buauner. It didn’t cost me anything. 

Mr. FLANAGAN. It cost somebody $12,000 to get your son back into 
the company. 

Mr. Brauner. Would you say it was R. A. Blauner transferred his 
stock for that? He sold us his stock. 

Mr. Franacan. In other words, to get him back into the company 
you had to buy his stock back for $12,000 ? 

Mr. Biauner. Yes, sir; we bought his stock for $12,000 on that 
first deal. There were several other deals. 

Mr. Fuanacan. And these services, now, these very valuable services 
now, that Mr. Finnegan rendered were to go to the bank and assist 
you in getting a loan ¢ 

Mr. Brauner. That is right. He went up there with me. 

Mr. Franacan. Why couldn’t you have gone to the bank yourself 
under those circumstances ¢ 
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Mr. Buauner. 
ya 

Mr. Franacan. Just answer the question. Why couldn’t you? 

Mr. Biauner. I am going to answer it. Can't I answer it in my 
owh way? 

Mr. Franacan. You answer the question any way you like. 

Mr. Brauner. Oh, yes; I am going to ask that question. I wante 
to say to you there was one other factor that entered into that. 
I will answer your question in connection with it. I found that fi 


I have to admit there was one other situation that 


one reason Mr, Leschen’s endorsement on there was absolutely ne 
essary for me to get the respect of Mr. Leschen, and get Finnegan to do 
this job—no, no, wait a minute, I have got that wrong. 

Mr. Finnegan would not listen—this is not an amusing matter 
with me, it was very serious at the time—Mr. Finnegan’s connection 
with the deal was the only thing at that time that enabled me to get 
Mr. Leschen’s endorsement on that note. 

Now, then, your question about why I could not get it is because | 
did not have a credit line at the bank at the time to enable me to 
vet 512.000. 

Mr. Franacan. Yes. Did you have a line of credit at that time 
where you could have borrowed $12,000 ? 

Mr. Brauner. No, I could not. I never borrowed a dime from an) 
bank up until that time. 

Mr. Fuanacan. And Finnegan was able to influence Leschen to 
act as endorser, is that correct ? 

Mr. Brauner. That is definitely the thing that I had in mind when 
I used Finnegan as a means of getting the $12,000, because Leschen, 
who was my son’s father-in-law, would not go to the bank and borrow 
the $12,000, and I wanted him in the company. 

Mr. Fuanacan. And that is the very v aluable service that you now 
say Mr. Finnegan rendered, for which up to date you paid him in sal- 
ary and expenses $45,000 ? 

Mr. Buavuner. That was part of it. There was a continuing act to 
the show, 

Mr. Franwacan. What else did he do? 

Mr. Biauner. Several times we did the same thing ? 

Mr. Fianacan. What do you mean several other times you did 
what ? 

Mr. Bravcner. We borrowed money against stock, and of which 
the Carbon Co. finally bought the stock and paid the loan off in 
Chicago, 

Mr. Franacan. That is your own company ? 

Mr, Biauner. That is correct. We had the funds by that time to 
handle it. I could not have gone in there with $12,000 at that time; I 
did not have it available. 

Senator Nixon. In that connection, Mr. Blauner, this cottage at 
Miami Beach, do you recall whether that was a company expense or 
your own ¢ : 

Mr. Biacner. That was American Carbon Paper expense, yes, sir. 

Senator Nixon. I see; not a personal expense; you did not charge 
it against yourself personally ? 

Mr. Buacner. No, sir; not on that end of that. 

Senator Nixon. Yes. 

What was the rental on the cottage? 
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Mr. Biauner. I think it was $6,000 for 4 months. 
Senator Nixon. A cottage, did you, say for $6,000 for 4 months? 
Mr. Btauner. It was a house; ves, sir. 

Senator Nixon. I see. A California cottage. 

Mr. Buauner. Call it what you want, Senator. Have your way. 

Laughter. | 

Senator Nixon. Let me ask you one other question. 

Mr. Buauner. We had a lease and everything drawn up in the 
regular way by an attorney. 

Senator Nixon. But this was the place where Mr. Brown came 
calling on you? . 

Mr. Buauner. That is right. 

Senator Nixon. And Mr. Finnegan. 

One other question that I was not cleared up by your brief testi 
mony, and I would like to get it straight in the record. When did 
you first meet Mr. Harley Hise, the ¢ ‘he airman of the RFC? 

Mr. Buauner. To my ‘knowledge that was the first time and last 
time that I met him at that meeting that evening on February 

Senator Nixon. Mr. Toole had met him before previously. 

Mr. Buauner. He did; he knew hin. 

Senator Nixon. | am referring to your testimony to the effect that, 
in your opinion, Mr. Boyle did not do anything that assisted you in 
getting the RFC loan. 

Mr. Buauner. I made that statement several times, Senator. 

Senator Nixon. Now, what puzzles me is this: Why then would you 
have to have Mr. Boyle make an appointment with Mr. Hise the day 
that the loan was turned down by the Board of Directors, when Mr. 
Toole was with you, and Mr, Toole had known Mr. Hise for years—the 
treasurer of the company / 

Mr. Brauner. Didn't I—without giving direct testimony as to the 
fact that I was disappointed with the results that Mr. Toole was 
getting, I wanted to personally inject myself into the picture. Is 
that—— 

Senator Nixon. Why didn’t you call Mr. Hise yourself? 

Mr. Brauner. Why ‘should I call Mr. Hise myself? Mr. Green— 
we met in the lobby of the Mayflower Hotel after Mr. Toole came 
back and said the loan was turned down, and Green talked to him— 
could I finish that statement / 

Senator Nixon. Sure. 

Mr. Brauner. Mr. Green saw Mr. Toole coming down the aisle, and 
1 was with him, and he walked up to Toole, and Toole was very 
much excited and disappointed, and I would like to add a little later 
why, and it was such a blow to him that the $80,000 was not made— 
the loan was not made that day, and he says to Mr. Green—Green 
says, to the best of my knowledge now, I am not repeating ver- 
batim—— 

Senator Nixon. Sure. 

Mr. Brauner (continuing). He says, “Mr. Toole, what’s wrong?” 
He said, “The loan was turned down.” He said,“I don’t know whether 
[ should tell Mr. Blauner about this or not.” 

Green said, “Who else are you going to tell it to?” 

So what the additional conversation was in between the times. 
whether we went in and had a sandwich or something in the meantime, 
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what time of the day it was, I can’t tell you. But vividly I get a pictur 
in my mind of him coming down that—you can appreciate how i: 
portant it was to me. 

Senator Nixon. Yes, of course. 

Mr. Buauner. Then Green suggested we go over and see if 
can't—I said, “Can’t I see somebody myself on this thing?” It wa 
getting to the point where it was turned down, period. 

Senator Nixon. Sure. 

Mr. Brauner. I might have come to you or anybody else had | 
known of you at the time. I had to have it, and that is the real reaso 
for that. 

Now, then, in that connection I want to make the record clear on one 
thing. 

Senator Nixon. Just a moment. Let us finish this statement for thie 
record. 

Mr. Buauner. Well, this is it: This is in this connection on this deal. 

Senator Nixon. All right. Is this deal as to why you had Mr. Boyle 
make the call? 

Mr. Biauner. Does it have 

Senator Nixon. That is what my question relates to. 

Mr. Buauner. Does it have to pertain to nothing but that particular 
phase ¢ 

Senator Nrxon. Then you can go on to something else. 

Mr. Brauner. You are asking me again—what was this deal again, 
Senator ¢ 

Senator Nixon. Well, to make the question clear again 

Mr. Buauner. No, I mean, that last remark you m: ade there, I would 
like to get that. 

Senator Nixon. I will get to that. Mr. Toole, you see, knew M: 
Hise. 

Mr. Buauner. That is right. 

Senator Nrxon. Knew him quite well apparently. 

Mr. Biauner. Well, it didn’t seem that way to me. 

Senator Nixon. He was able to see him apparently on occasions. 

Mr. Brauner. He had seen a lot of people over there. Again I do 
think he knew too many of these people too well. I was misled 
that respect. 

Senator Nrxon. You do not think, in other words, that Mr. Toole 
was the best man to introduce you to Mr. Hise, is that it? 

Mr. Buauner. I didn’t say that. 

Senator Nixon. All right, why didn’t you have Mr. Toole make tli 
appointment with- Mr. Hise? 

Mr. Buauner. Toole had gone down the line from top to botto 
as I understood it, so why go through him? I wanted to see if there 
was somebody, some Director or anybody—it could have been—! 
would have gone to the President or anybody, if necessary, to get this 
money. 

Senator Nixon. Of course, you would. Why did you go to M: 
Boyle / 

Mr. Brauner. For the reason that it was suggested right in this 
immediate conversation by Green that let’s see if Bill Boyle will mak: 
an appointment for Mr. Hise to see— 




















































Sel 
that 
sullic 

Mi 
walk 
to ta 
any ¢ 

we 
vet a 

Mi 

se 
you ( 


time 
Mi 
se 


so th 


abilit 
Bovl 
Mi 
ule 
Hise 
se 
to ge 
Mi 
He « 
the} 
Se 
Mi 
we g 
Se 
M: 
se 
Mi 
se 
been 


INFLUENCE IN GOVERNMENT PROCUREMENT 619 


Senator Nixon. In other words, the reason you saw Mr. Boyle was 
that you didn’t think that Mr. Toole, who also knew Mr. Hise, had 
suflicient influence - get you the appointment, is that right / 

Mr. Brauner. | didn't know, Senator; I didn’t know when I 
walked in there that Mr. Boyle was going to call Mr. Hise. I wanted 
to talk to any Director or 1” anybody. It could be that there was not 
any other Director cn 

Senator Nixon. And the reason you went to Mr. Boyle was not to 
vet an appointment with Mr. Hise necessarily. 

Mr. Buauner. That is right. 

Senator Nixon. The reason you went to Mr. Boyle was to see how 
you could get the loan, is that it / 

' Mr. Buauner. No, sir; it had nothing to do with it; just what I 
told you, Senator. 

Senator Nixon. Why did you go? 

= SLAUNER. It was just a matter of getting to 1 

t I could personally exp: ln it to him. 

Senator Nixon. Allright. The reason you went to Mr. Boyle then 
was to find out—Mr. Boyle was your counsel in Washington at the 
time / 

Mr. Brauner. That is right. 

Senator Nixon. To find out how you could get to the right party 
so that you would get this loan, is that right ¢ 

Mr. Buauner. | wanted to get to the party who I could personally 
talk to about our assets and so forth, so that I could finally get the 
loan, and that is where I got it. 

Senator Nixon. That is why you went to see Mr. Boyle? 

Mr. Biauner. I told you that story, Senator, to the best of my 
ability. 

Senator Nixon. Then, the purpose of the visit was 
Bovle — 

Mr. Brauner. Get an introduction to somebody over there that | 

ould talk to, and I didn’t necessarily say that it was going to be Mr, 
Hise. It could be anybody. [ didn’t lay down the conditions. 

Senator Nixon. But you were taking Mr. Boyle’s advice as to how 
to vet the loan, is that right ¢ 

Mr. Buauner. I was taking Mr. Boyle’s introduction to Mr. Hise. 
He called Mr. Hise, made the appointment, and I went downstairs 
the next day to see the man that Mr. Hise told me to see. 

Senator Nixon. Who suggested that vou see Mr. Hise / 

Mr. Buauner. I told you, Mr. Green—no, Mr. Green suggested that 
we go over to see Bill Boyle. 

Senator Nixon. Who suggested that you see Mr. Hise / 

Mr. Buauner. Mr. Boyle made the suggestion. 

Senator Nixon. Yes. Why did he make that suggestion ? 

Mr. Buauner. He made an appointment with him. 

Senator Nixon. That was after you explained to him why you had 
been turned down ? ; 

Mr. Brauner. I did not explain anything. We went in there and 
we weren’t in there for 5 minutes. Green told him the story. 

Senator Nixon. Green told him what story / 

Mr. Buauner. That is right—that the loan had been turned down, 
and I wanted to meet somebody over there that I could personally 
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talk to. I am his boss—I was at that time—and wanted to get the 
thing moving, which was a natural thing, as I understand it. 

Senator Nixon. You were his boss / 

Mr. Brauner. Iam talking about his boss, meaning Green’s boss. 

Senator Nixon. And Boyle also was in your employ / 

Mr. Buacuner. He was in our employ, certainly. 

Senator Nrxon. And so you were asking how to get-—— 

Mr. Brauner. Wouldn’t it be a natural thing to do/ 

Senator Nixon. I am not questioning the naturalness of it. 

Mr. Buauner. We are talking about it back and forth, and I was 
wondering whether you did not think so, too, Senator. 

Senator McCarruy. Mr. Blauner, this cottage down in Florida—— 

Mr. Brauner. Cottage? Now, let us get the record straight, this 
house. 

Senator McCarruy. Cost $50 a day. 

Mr. Brauner. Because the new spapers may call it a cottage, Senator, 
if you designate it as such. 

Senator McCarrnuy. It cost $50 a day, is that right, $6,000 for 
1 months? 

Mr. Brauner. That is right. 

Senator McCarrny. First, let me ask you this: Brown is holding 
the same job in Chicago that Finnegan was holding in St. Louis, is 
that right? 

Mr. Biacuner. That is not right. 

Senator McCarruy. What is his job? 

Mr. Buavuner. I understand he is supervisor of collectors in Chicago 
from the accounting angle or something; I don’t know what his duties 
are. 

Senator McCarruy. Where do you file your income tax return? 

Mr. Brauner. In Chicago. 

Senator McCarrny. And Brown was your guest in this $50-a-day 
house or cottage for how long? 

Mr. Buauner. Three or 4 days. 

Senator McCartuy. Do you know exactly how long? 

Mr. Brauner. I would say it may be 4 days, Senator: I don’t know. 
I told you that he had a death in his family and had to leave. 

Senator McCarrny. He had to leave? How long did the other 
man stay, Campbell ? 

Mr. Biracner. Mr. Campbell was there at least a week or so, but he 
is not a Government employee. 

Senator McCarruy. I am just curious about the accommodations 
down there. Will you _~ ‘ribe that $50-a-day house. 

Mr. Brauner. Yes, it was a house, the only house on the beach 
between the apartment cee on the south side and the apartment 
section on the north side, and had a sand beach of its own right on the 
ocean: had marble floors in it, by the way. 

Senator McCarruy. Now, the airplane tickets for Brown and his 
wife, and Campbell and his wife, were paid by means of a credit card, 
1 understand ? 

Mr. Buauner. Air check. 

Senator McCartiry. So the company originally paid for it? 

Mr. Brauner. That is correct. 

Senator McCartiy. Now, Mr. Stanhope—I think it was Mr. Stan- 
hope—one of the witnesses yesterday, said that after this difficulty 
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commenced, after the investigation—Mr. Stanhope testified, 1 believe, 

yesterday, that within the last 2 or 8 months or 4 months—I don't 
recall his exact testimony—you came in to him and said, “I want you 
to charge that ag: a Bridell’s expense account. 

Mr. BL AUNER. I don’t think he testified to that, Senator. Does the 
record say he said that, to charge it to Bridell’s expense account 4 

Senator McCarruy. If I am wrong about that, what did you tell 
him ¢ " 

Mr. Buauner. I discussed the matter of this ticket when I got to 
thinking about this trip down there after this investigation was up, 
and I also asked him whether or not the thing had been charged to 
anything. 

Senator McCartuy. In other words, the first time you discussed 
this with Stanhope 

Mr. Biauner. Yes. 

Senator McCarrny (continuing). Was after this investigation 
started ? 

Mr. Buauner. I think that is right, Senator, after the investigation 
started. 

Senator McCarruy. All right. Tell us what you told him at that 
time, will you? 

Mr. Biauner. I don’t remember just what I told him. I don’t 
think I told him anything particularly about it. 

Senator McCartruy. And as far as you know, Bridell has never 
collected from Brown and his wife or from Campbell and his wife / 

Mr. Buauner. That is not the statement I made either. Senator. 

Senator McCartiy. Tell us if that is right. 

Mr. Brauner. I told you that I understood that Mr. Brown paid 
sridell the cash for it. 

Senator McCarruy. All right. 

Mr. Biauner. But that I also was not sure. 

Senator McCarrny. That you understood—who told you that ? 

Mr. Buiauner. It seems to me that there was some conversation 
about it sometime back in February or March that 1 heard my son-in- 
law talking about it. That could have come up in a casual conversa- 
tion, I don't know. 

Senator Mc¢ ‘arTHY. Do you ree ‘all Bridell’ S$ ever telling you that 
he ae the cash from Brown or Campbell / 

Mr. Brauner. I told you that I am not clear on it: I didn’t pay 
too much attention to it at the time, but I did get into the situation 
since, insofar as St. Louis was concerned: but I am telling you, Sen 
ator, at that time it seemed to me there was some conversation about it. 

Senator McCarruy. May IL ask our auditor, did you find any entries 
in the books to indicate that the company had been reimbursed for 
the plane tickets to Florida ¢ 

Mr. Betiino. Senator, we did not check that specific item because 
it was not developed until the past few days. However, all we found 
was the payment to the Eastern Air Lines for the travel, and, accord- 
ing to Mr. Stanhope yesterday, the payment has not been made by 
Mr. Bridell to the corporation. 

Senator Hory. What sort of a credit did he say they had been talk- 
ing about? Did he recall with reference to Bridell? Didn't he sav 
something that he charged it on an account? é 
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Mr. Betirno. He said he expected that Bridell would take credit 
of his expense account when he submits it. 
Senator Hory. I see. 


Mr. Buauner. In that connection, can I add one more thing, please, 


Senator McCarthy, that quite often over a period of 6 months or late: 
even, because of this great activity that we have, and there are pri 

marily three or four people i in our organization, or five people who do 
most of the selling and handling of the ac tivities, and then in addi 


tion | have got this executive side of it: but there are numerous cases. 


si es en you will find, where we t take credit, for example—I may ask 

. Louis to send me $250 or $500, and in 1 or 2 or 3 months from that 
ian, when I turn in my expense account, I will give the expense 
account credit for that money received. 

Senator McCarruy. Let me ask you this, Mr. Blauner: Do you 
think now, using hindsight, perhaps, do you think it was proper o1 
improper for the supervisor of the collectors of internal revenue- 
whatever his task was in Chicago, the office in which you filed your 
income tax return—do you think it was proper for him and his wife, 
Campbell and his wife, to have you pay or have your company pay 
for the plane tickets, and accept your hospitality in Florida? Do you 
think that was proper or improper 

Mr. Buauner. I did not question it at all, Senator, or it would never 
have happened, for the reason that they were also—we visited together 
many times to the tune even that Mr. Brown sent me at Highland 
Park, or sent my daughter, 400 strawberry plants from Princess Ann 
right here in the vicinity, because he was originally from this section. 
We got to be pretty close friends, and you automatically get 


acquainted with a lot of people when you are in the selling business.- 


Senator McCartny. Mr. Symington apparently felt you were too 
well acquainted with Kraft. 

Mr. Buauner. I don’t agree with that. That was Mr. Symington’s 
opinion. 

Senator McCarruy. Just a minute, let me finish my question. Mr. 
Symington felt you were too well acquainted with Kraft when you 
paid his expenses up in Wisconsin, I believe. 

Mr. Buauner. Yes. 

Senator McCarruy. Did you feel that your paying Kraft’s expenses 
Was proper or improper / 

Mr. Brauner. I definitely—— 

Senator McCarruy. Kraft was in the RFC. 

Mr. Biauner. I definitely saw nothing wrong with it at the time, 
Senator. 

Senator McCarruy. Then you think it is proper for Government 
employees to accept that type of hospitality ? 

Mr. Brauner. I am saying to you—— 

Senator McCarruy. Just a minute, let me finish, please. 

Mr. Brauner. Pardon me, I am sorry. 

Senator McCarruy. Pardon me, you will have a lot of time. 

Then you think it is perfectly proper for Federal employees to ac- 
cept that kind of hospitality from corporations with which they are 
directly dealing ? 

Mr. Brauner. Well, when you stop and think that we had two in 
about 15 years, a couple of them that we could be criticized about by 
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those who want to criticize, I don’t think it was too bad a record. 
They got to be after a while—you get to be more or less personal friends 
v a these people; and again I am adding we certainly do not intend 

o have any further criticism from that angle. 

Senator McCarrny. My question is, Do you think it is proper, re- 
cardless of the criticism, do you think it is proper / 

Mr. Brauner. Under certain conditions 1 wouldn’t think there was 
anything to it, under certain conditions. Conditions govern the case. ° 

Senator McCarruy. I see. Do you think the conditions in this 
case were such that you think there was nothing improper ¢ 

Mr. Brauner. I definitely know there was nothing improper. 

Senator McCarruy. How about the 2 weeks that O'Connor from the 
New Jersey collector's office spent down at. the cottage or home in 
Florida ? 

Mr. Buauner. Mr. Senator, you are going to have to excuse me, I 
told you before I had nothing to do with it, know nothing about it; 
never met— 

Mr. FLANAGAN. His son R. A. Blauner invited that girl down. She 
was a guest of that family. 

Mr. Buauner. That is right. 

Senator McCarriy. But paid for by the company. 

Senator Munpr. Mr. Chairman, there are two points I would like to 
ask Mr. Blauner about before we break up. 

At the time you hired Mr. Boyle you told us you hired him at the 
suggestion and recommendation of Mr. Green. 

Mr. Brauner. That is right; to the best of my knowledge. 

Senator Munpr. That Green at that time was in your employ ? 

Mr. Buauner. That is right. 

Senator Munpr. And he took you to Mr. Boyle’s office, and you 
conferred with him, and then you testified you were not sure whether 
you hired him that day or the day after. 

Mr. Brauner. Well, you are right, Senator; I did not say that I 
hired him on that day. 

Senator Munpt. Your testimony in executive session was that 
you were not sure you hired him that day or the day after. 

Mr. Brauner. That is right; I do not recall the exact time that he 
was hired, Senator. 

Senator Munpr. That is right. It is probably of no great conse- 
quence at the monent. I wanted to find out from you what Mr. Green 
told you to induce you to hire Mr. Boyle. 

Mr. Brauner. Again I can’t answer your question, Senator; 
honestly cannot answer your question. I do not know what the 
conversation was at that time. It could have been, as I told you, and 
I still insist, that we wanted a counsel in Washington because of this 
other situation. 

Senator Munpt. I understand. I am just trying to find out why 
you selected Mr. Boyle from, perhaps 4,000 or 5,000 competent 
attorneys that we have in Washington. 

Mr. Buacner. Well, I thought I made it clear that apparently 
he was a very good friend of Mr. Green’s; that apparently the recom- 
mendation came from there, to the best of my knowledge. 

Senator Munpr. At that time you had previously hired the gentle- 
man to the right of you prior to that ? 
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up on a lease matter. 











you had paid him. His services were unquestionably eminently satis 
factory, because you have him hére with you today, so you knew 
attorney; you were not a stranger in a big city, but you knew 
attorney whose servies were so satisfactory that on this important 
case you had him back. 

Mr. Buauner. Senator, that was litigation. 

Senator Munpr. Just a minute; so I wanted to know what Mr. 
Green told you to induce you to hire Mr. Boyle instead of an attorne 
whom you had a very satisfactory relationship with. 

Mr. Brauner. Well, we do change our connections, as I 
stand that we all do. 

Senator Munpr. I know there is no criticism of the attorney bi 
side you, because you have him here on a very important case. 

Mr. Biauner. That is right; ver y glad to have him. 
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and nobody had made any criticism of him, and I was just wondering 
why, when you thought you needed another counsel, that you got 
Mr. Boyle. I was wondering what Mr. Green told you that induced 
you to take Mr. Boyle instead of the one that had served you satis 
factorily in the past. 


Mr. Buauner. In connection with the transaction, I cannot say. | 















































a man her re on Monday or Tuesday of next week who has not sold 
a nickel’s worth of stuff at $20,000'a vear as a salesman. On that, | 
could say to you that he had a previous record of selling a lot of 
forms. 

Senator Munpr. Now, we also have Mr. Boyle back in the classifi 
cation of a salesman. 









































no mention of that fact. You are saying that, Senator. I said about 
the motive or the occasion for doing it. 

Senator Munpr. Had Mr. Green told you at that time about his 
past connections with Mr. Boyle? Did he tell you that he was an) 
thing more than a friend of his? 

Mr. Biauner. If I was to tell you that he didn’t, I would tell a fib. 

Senator Munpr. What did he tell you? 

Mr. Biauner. I don’t know the exact words, but I do know that I 
knew that Mr. Green knew Mr. Boyle for some time. and did know at 
that time—— 

Senator Munpr. Yes. Did he tell you he used to be a full-time em- 
ployee of Mr. Boyle’s? 

ir. Brauner. No, he did not tell me that. He did not go into de- 
tails at that time, Senator. 

Senator Munpr. For over a year he had worked for Mr. Boyle as a 
full-time employee at a salary of over $5,000 a year. Did he tell you 
that ? 

Mr. Brauner. He did not. I think I testified to the effect that he 
told me he had been working—you are speaking about Green now ? 

Senator Munpr. That is right. 


Mr. Biaunsr. That Mr. C. A. Green was in the real estate business. 































































































Mr. Buauner. Only on a closing up of a trial of a case that came 


Senator Munpr. That is correct. But you had employed him, and 


Senator Munpr. Yes. He had served satisfactorily in the past, 


might say to you, that you might also wonder why I might hire 


Mr. Buauner. Don’t misunderstand me: I didn’t say that. IT made 
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Senator Munpr. That is correct. Isn’t it sort of strange that in 
recommending Mr. Boyle to you that he withheld the fact that he had 
previously worked for Mr. Boyle as a full-time employee at a salary 
of $5.000 4 

Mr. Biauner. I would not say there was anything strange about 
that. 

Senator Munpr. Why would he tell you he used to be in the real 
a ite business and not tell you that he used to work for Mr. Boyle? 

- Brauner. You will have to ask Mr. Green when he gets on the 
a after me, as I understand he follows me. I don’t know. 

Senator Munpr. But you know he did not disclose to you his pre- 
vious relationships with Mr. Boyle? 

Mr. Buauner. That is right. I am quite sure most people don’t 
disclose everything they know just because you are employed by 
somebody. 

Senator Munpr. Can you think of any reason why he would with- 
hold that information / 

Mr. Brauner. No; 1 donot. I really do not, Senator. I don’t know 
the details of his past performance outside of that fact. 

Senator Munpr. It seems to me that if he were endeavoring to dis- 
lodge you from your previous legal connections 

Mr. Brauner. Pardon me? 

Senator Munpr (continuing). And channeled you into a new one, 
you would logically expect him to tell you. 

Mr. Buauner. I did not hear the first part of your statement. 

Senator Munpr. It seems to me that if he were attempting to dis- 
lodge you from your previous legal relationship, and attach you to a 
new attorney , that that would be a very logical thing to tell you. 

Mr. Buauner. He did not make any attempt to on ey” me, Sena- 
tor. We didn’t have any real retainer with counsel in Washington 
at the time; it was a new departure. 

Senator Munpr. But you had a very satisfactory attorney before. 

Mr. BLauner. Does it mean I have to have him on a retainer? He 
was trying a case for me; it was actually a suit that we had against 
us on a lease. I don’t know if I am answering your question, but I 
am trying to. 

Senator Munpr. Well, I appreciate tie effort anyway. 

Now, let me deal with Mr. Finnegan for the moment. What work 
did Mr. Finnegan do for you in connection with the RFC loan / 

Mr. Buauner. I mentioned that before. To the best of my know] 
edge he did nothing but discuss the restr‘ctions that we had, plus one 
other thing. Whether he was asked to ;7o to New York with me by 
the St. Louis agency or not, I don’t reca'l, but he went to New York 
with me on one occasion, and left me under the impression that he was 
doing this job at the request of the manager at St. Louis, to see whether 
or not—there was some discussion betwren the agency in St. Louis 
constantly and myself as to these restri:tions about offices that we 
were to have and maintain, and so forth and, on the other hand, I 
was getting the pressure from New York that they wanted new 


offices ; they wanted to get uptown instead of downtown at Wall 
Street. 


81249—51—pt. 
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Senator Munpr. Let me read you a bit of testimony in executive 
session on page 3105, and maybe this will refresh your memory. 

Mr. FLANAGAN. Was there anything else he did in connection with that lo; 
other than going to the REC in St. Louis? 

Mr. BLAUNER. Not to my knowledge. 

Mr. FLANAGAN. Did he ever go to the RFC in Washington? 

Mr. BLauNeR, Not to my knowledge. 

Is that what you are trying to tell me now? 

Mr. Brauner. That is true; if that is what you are after. 

Senator Munpr. Anything that Mr. Finnegan may have done was 
to contact some RFC officials in St. Louis; to your knowledge he neve 
did anything in Washington. 

Mr. Biauner. To my knowledge, if he made those trips or made 
any visits, he did them on his own, and I think that happens quite 
frequently with a lot of these folks that want to impress you with 
their activities. 

Senator Munpr. Insofar as you know, Mr. Finnegan never came to 
Washington in the interests of your RFC loan? 

Mr. Buauner. To the best of my knowledge that is true, Senator. 

Senator Munpr. It would certainly follow, therefore, would it not, 
that you never asked him to go to W ashington i in the interest of the 
RF ( lo: an ¢ 

Mr. Buauner. Not to my best recollection; no, sir. 

Senator Munpr. I mean if you had asked him, that would be some 
thing you would have knowledge of ? 

Mr. Buauner. Not necessarily. I am saying that I do not recollect 
that I ever did, and I don’t recall of ever instructing him to do so. 

Senator Munpr. I would like to have your comment on this mem- 
orandum, Mr. Blauner. It is a memorandum written in the hand- 
writing of Mr. Stanhope, the comptroller. It is dated June 24, 1949, 
and it isa memorandum to Mr. Toole: 

Mr. R. J.— 
that is you, is it not ? 

Mr. Buacner. That is right. 

Senator Munpr (continuing )— 
is having J. P. F.— 
that is J. P. Finnegan— 
work on St. Louis, and he also expects him to be in Washington, D. C., to help 
out there next week regarding the RFC. 

How do you relate that note to your previous statement ? 

Mr. Buiauner. I think on that note I could give a better explanation 
than Mr. Stanhope or anybody in connection with that note. 

I think I told you before in my testimony that I w as dissatisfied with 
the efforts that were put forth by Mr. Toole, that is, the accomplish- 
ment, not the effort, necessarily—he tried his best to do the job. | 
want to correct the record on that so that there is no misunderstand 
ing on that. But I was dissatisfied with the results obtained, and | 
also recall very vividly within a few days—and I since have enlight- 
ened myself because I ran into some letters on the subject within a 
few days, within a week at the outside, I was requested by Toole, 
who was in bed sick from this terrible calamity, which didn’t seem 
to affect me the same way, lying in bed at the Mayflower Hotel, and 
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he got me to come up there and agree to a statement in which he 
‘ndicated to me, and then I had a fear that possibly because of some 
of his friends—and he seemed to have from his relations—he related 
stories to me that he had a lot of people in the RFC that he knew—I 
was a little bit fearful there might be some things thrown in there 
against me that I still didn’t want, and I was going to be as diplomatic 
about it as I could. 

He wanted me to write a letter agreeing to increase his salary back 
to the original $8,500. 

It was my impression before I got in these letters it was $10,000. 
Now, those letters are on record, there is no question about that, and 
then I did sign that letter. 

It so happened that, as I recall it, Mrs. Blauner was in Washington 
at the time, and I was very much disappointed about the situation, 
and told Toole, “Take that letter back to St. Louis and do not present 
it before you show it to Mr. Leschen, our president.” 

Knowing Mr. Leschen, I felt that he would never get away with 
it, and, as an actual fact, what transpired was that he then dictated— 
and we have the correspondence someplace—he then dictated a note 
in his own handwriting to the RFC at the MAC in St. Louis, within 
a very short time thereafter, this request to me, saying that the Recon- 
struction Finance—to the effect that—and had it signed by the Presi- 
dent; now, the president apparently is writing oe is in Toole’s 
handwriting, “It is my desire and the desire of R. J. Blauner”—some- 
thing to that effect—I can get those letters for the record here; in 
which he stated that Leschen was also agreeable, in effect, to the 

S8.5O0, 

Now then, on top of this letter again, in the handwriting of Mr. 
Stanhope was a note in which—was it in the handwriting of Mr. 
Toole? Just a minute, let me get the record clear on that—this hand- 
written note was on the top of the letter, and it stated—it was in Toole’s 
handwriting: 

Please have this letter copied immediately so that two letters can be submitted 
to RFC and have it down here by noon. 

Not only that, Senator, but in that letter he also made the state- 
ment that I had been criticized by somebody in the RFC for having 
cut his salary $8,500 in the meantime. I want you to understand 
that situation. 

Mr. Toole, when he originally came with me, as some other people 
have done, wanted titles as prestige matters, and that was one of 
the reasons that he was made vice president. He also wanted—or 
treasurer. He also wanted to be vice president. 

Now then, after I cut his salary in 1947 to $4,250, nothing further 

had been said about—he called on a few accounts. I kept him on 
really, and the RFC knew all about it in St. Louis, really pensioned 
him, and, by the way, he was not getting along too well down at the 
agency in St. Louis with those people because the *y resented the fact 
that he insisted on going through the RFC in Washington on all of 
these trips, and between the two, I figured R, J. Blauner and American 
Lithofold were in a wringer, so to speak. I mean, we were getting 
the bad part of the deal. 

Now, one other very important thing: There has been called to my 
attention since this all came up at the time that Mr. Toole made the 
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first application for $548,000, which was previous te the time that Eo MC 
the $80,000 loan was actually allowed, and discussed, that going out : ova 
in an automobide ride, Mr. Toole suggested to me—we got to talking seem) 
about automobiles—and whether he told me this or not, I agreed ; " Be 
to give Mr. Toole, if he was to be able to fulfill this apparent ability twee 
that he was supposed to have, I was to agree to give him an auto mem 
mobile, and I am advised since I talked to our St. Louis counsel about F M 
it, that Mr. Toole was very much disappointed and talked to hin Se 
about it, “When is R. J. B. going to give me this automobile,” not 

only on one oceasion, but several occasions. 

I didn’t know it was bothering his mind any more because it was not thou 
my intention, as evidenced by the fact that I kept Mr. Toole on, it M 
was not my intention to take advantage of him. 

If he had financed our deal at that time or been able to, why, we or 2 
would have possibly gone through with the deal. That is all I can ’ thei 
tell you about that Toole memorandum. on t 

Senator Munpr. That is a very interesting story about what hap M 
pened to your company, but I don’t see how it has any relationship at fore 
all to what I have been talking about. Mol 

Mr. Biacner. You don’t see any relationship as to why—— writ 

Senator Munpr. No. veal 

Mr. Buauner (continuing). Mr. Stanhope could have written him pro} 
a note and said that “R. J. B. was going to do business with some ; ness 
body else.” He could have said anybody. The closest thing he could else. 
think about was Finnegan. M 

Senator Munpr. And he said—this is not Mr. Toole’s handwriting: resi: 
this is Mr. Stanhope’s. M 

Mr. Buauner. I am saying Mr. Stanhope. tion 

Senator Munpr (reading) : M 


have 


Mr. R. J. is having J. P. F. work on St, Louis and he also expects him to b 
in Washington, D. C., to help out there next week regarding the RFC. 

I see no relationship to all this Toole automobile and his salary— 

Mr. Brauner. You don’t ? 

Senator Munpr. And the fact that Stanhope says that he advised 
him that you were having J. P. Finnegan come to Washington, whic! 
you had previously told me you never ‘had told Mr. Finnegan. 

Mr. Brauner. It would seem to me, Senator—and I suppose you 
are in business, the same as I am—that some things like that could be 
done on the basis of brushing Toole off on the loan deal only for that 
purpose, and no other purpose. 

Senator Munpr. You are trying to say then that Mr.— 

Mr. Biauner. I am not trying to say; that is what I think tl 
note means. 

Senator Munpr. Do you mean Mr. Stanhope picked the nan 
Finnegan out of thin air and put it down / 

Mr. Biauner. He wouldn’ have to pull it out of thin air. He knows 
Mr. Finnegan was back and forth to Washington, and he could have 
said anyone else the same way, and IT am telling you that most likel) 
is definitely the truth in that situation, and I believe that if an hope 
was asked again, he might even remember it, because I said to him last 
night, “Don’t you recall this situation ?” 

Senator Munpr. He did not remember it yesterday when we aske« 
him. 
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Mr. Brauner. No: that is true. Well, there are a lot of things that 
evidently he is a little bit of a different disposition than I am. He 
seems to bea little bit timid about some things. 

Senator Munpr. Would you say there was some discrepancy be- 
tween his statement and yours? I do not know why; maybe the 
memories did not jibe. 

Mr. Buauner. What is the discrepancy between the two, Senator / 

Seantor Munpr. Well, we will have to let it stand for itself, unless 
you read it again, but he says “Finnegan.” 
~ Mr. Brauner. I don’t see—you asked me the explanation of why I 
thought it was written, and I told you why. 

Mr. Fuanacan. Mr. Blauner, back to these gifts and gratuities, 
have you or has your, corporation, to your knowledge, made any gifts 
or gratuities of any kind to any other Federal officials or members of 
their immediate f: unily other than those that you have mentioned here 
on the record today ¢ 

Mr. Buauner. I have one trip that I mentioned to you that I had 
forgotten to enumerate in the closed hearing, and that was I had Mr. 
Moling down there to Miami Beach after he had resigned, sent in a 
written resignation, to the Government, after being with them 30 
years. They were fully conversant with the fact that he had several 
propositions from other people to go into the continuous-form busi- 
ness. We took it upon ourselves to get the man instead of somebody 
else. 

Mr. FLuanaGan. You say you had him down in Florida after he 
resigned from the Air Force / 

Mr. Brauner. That is right. I understand it was a written resigna- 
tion, Mr. Flanagan. 

Mr. Fuanacan. Any others? 

(Witness is confering with counsel.) 

Senator Nixon. Before you leave Mr. Moling, what happened ? 
You hired him ¢ 

Mr. Brauner. We hired him for our New York office. 

Seantor Nixon. New York office? 

Mr. Buauner. After he left the service. 

Senator Nixon. I know. As a salesman? 

Mr. Brauner. That is right. 

Senator Nixon. At what salary / 

Mr. Burauner. At $20,000 or $25,000 a year: I don’t know. 

Senator Nixon. 825.000 a year? And you say he had at the time 
you took this trip, he was still with the lectennh / 

Mr. Buauner. He had sent in his resignation. 

Senator Nixon. He was contemplating resigning ? 

Mr. Buauner. He had sent it in. It was understood he peas leaving. 

Senator Nixon. How long had you known him before that 4 

Mr. Buauner. I personally knew him very little before that ; he did 
not come to town, so to speak 

Senator Nixon. Was that the only connection you had with Mr. 
Moling / 

Mr. Buacner. That was all the connections I ever had with Mr. 
Moling. I never saw Mr. Moling ina business way, if that is what you 
mean. Never did I see him. 

senator NIXON. Before that or since, Have you ever loaned him 
ANV Monevw / 5 
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Mr. Brauner. Pardon? I did not. 
Senator Nixon. Who loaned him money / 
Mr. Buauner. I don’t know, but it could have been R. A. Blauner. 

















I did not. 

Senator Nixon. Did you ever help him buy a car 

Mr. Buauner. I never did. 

Senator Nixon. Do you have any knowledge on that point ¢ 

Mr. Brauner. I did not know there was a car bought or anything. 

Senator Nixon. Had you heard about it / 

Mr. Buauner. No; I haven't. 

Senator Nrxon. You heard nothing about it ¢ 

Mr. Brauner. Heard nothing about a ear. 

Senator Nixon. Heard nothing about a loan ? 

Mr. Buauner. I have heard a loan discussed, Senator 

Senator Nixon. Did your company have any dealings with M: 
Moling or his office during the period that he was with the Gover 
ment ¢ 

























































































of forms during the period—— 

Senator Nrxon. I see. Was he in procurement / 
Mr. Biaunrr. He was not in procurement: he was not in procur 
ment. 

Senator Nixon. You said—what is the answer to the question, the 
You did not have any dealings with him when he was m the A 





















































Force / 

Mr. Brauner. Well, they did have dealings with Mr. Moling, s 
of our salesmen were called upon to see him in his activities behin 
the scenes. Forms were drawn up not only by him, but everybody « 





in the various de spartments. 

Senator Nixon. In other words, your salesmen were calling on a 
talking to Mr. Moling while he was in the Air Force ¢ 

Mr. Buauner. Some of our salesmen undoubtedly called on M1 
































in the various departments. That is a natural thing, Senator. 

Senator Nixon. Did you sell anything to the Air Force ¢ 

Mr. Buacner. Pardon ? 

Senator Nixon. Did you sell anything to the Air Force / 

Mr. Buauner. Yes, we did. 

Senator Nrxon. Do you know whether he had anything to do wit 
any of the contracts that were procured ¢ 

Mr. Biuauner. I understood he had absolutely nothing to do wit! 
the procurement end of it. 

Senator Hory. Go ahead, Mr. Flanagan. 

Mr. Fruanacan. Are there any other gifts or gratuities, to you 
knowledge, other than what you have st: ited here this morning / 

Mr. Brauner. If I missed any of those I gave you the other day, Mi 
Flanagan, there were no others besides those I talked about the othe: 
day. We have gone over this so long that I don’t know now what | 
gave you. 

Mr. Franacan. Have you or has any representative of your cot 
poration, to your knowledge, made any loans or had any other financia 




























































































or any members of the immediate family since January 1, 19484 








that was a Blauner that loaned him money; it must have been R. .\ 


Mr. Brauner. Oh, he was in the Air Force. and we sold them a lot 


Moling during that period of time, as well as a lot of other employee: 


transactions with any offic “ial or employee of the Federal Government. 
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Mr. Brauner. I don’t know of any to my own knowledge, Mr. 
Flanagan. 

Mr. Fuanacan. Do you know anything about this loan to Mr. 
Moling of the Air Force? 

Mr. Brauner. | don’t know a single thing about this loan to Mr. 
Moling. 

Mr. Fianacan. Has it ever come to your attention ‘ 

Mr. Brauner. Only in the last couple of days. 

Mr. Fianacan. Listen to this: Had anyone in your organization 
made a loan to Mr. Moling while he was in the United States Air 
Force ¢ 

Mr. Brauner. Only in the last couple of days I heard of 

Mr. Fuanacan. What came to your attention / 

Mr. Buauner. Discussions: somebody said something about it, and 
I don’t know where it came up. I absolutely don’t know anything 
about it as such. 

Mr. FLianacan. Did you ever discuss any of your own tax problems 
or the tax problems, the Federal tax problems, of your corporation or 
anyone else with Mr. Finnegan since he has been in your employ, 
or since he has been drawing expenses from your corporation / 

Mr. Brauner. I never discussed any of my personal tax problems 
with Mr. Finnegan at any time. 

Mr. Fuanacan. Did you ever discuss any of the corporation’s tax 
problems with Mr. Finnegan since he has been in your employ ? 

Mr. Brauner. I don’t recall any that we had—that we had any 
tax problems, Mr. Flanagan. I don’t think we had any tax problems. 

At one time, I believe, we had an extension on a payment of our 
axes, if that is what you mean. I don’t recall having any discussion 
with Mr. Finnegan at any time on any tax problem. 

Mr. Fnanacan. To your knowledge has anyone in your organiza- 
tion had any discussion with regard to the handling or payment of 
Federal taxes, with Mr. Finnegan ? 

Mr. BLauner. Not to my knowledge; no, sir. You are saying the 
payment now. Pardon mea minute; it could be that somebody in the 
otiice in St. Louis talked to Mr. Finnegan, but not to my knowledge. 

Mr. FiranacGan. | am talking about to your knowle dge. 

Mr. Buauner. No, sir; I did not. 

Mr. FianaGan. | understand from the record, Mr. Blauner, that 
your loan with the RFC was paid off in August 1950. 

Mr. Brauner. That is correct. 

Mr. FuanaGan. And at that time the loan was about half a million 
dollars, was it not ? 

Mr. Buauner. Yes, sir: it was five-hundred-and-some-odd thou- 
sand dollars; yes, sir. 

Mr. FLanaGan. Where did you get the money to pay off that loan 
at that time to the RFC? 

Mr. Brauner. From the Walter Heller Co. 

Mr. Franacan. The Walter Heller Co. ? 

Mr. Brauner. That is right. 

Mr. FiuanaGan. The same factors vou had previously had before ? 

Mr. Brauner. We had before; that is right. 

Mr. Franacan. And the interest rate in the RFC loan was, I be- 
lieve, 4 percent ? 
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Mr. Buauner. That is correct. 

Mr. Firanacan. How much of an interest rate did you pay to th« 
Heller people ¢ 

Mr. Buauner. My understanding was 11 percent. 

Mr. FLanacan. Eleven percent. You went right back to the factors 
that you originally got the loan to get away from ? 

Mr. Brauner. That is right. 

Mr. Franacan. Can you tell the subcommittee why you decided 
to pay off this RFC loan long before maturity, at 7 percent additiona! 
interest 

Mr. Brauner. Yes, sir; I can make that statement very clearly. 

Mr. Fuanacan. Yes, sir. 

Mr. Buauner. The restrictions on the loan that we had from th 
RFC were practically putting us out of business in every respect. | 
think if you have the loan restrictions there you will find, for example, 
that we had a $5,000 limit on replacements and new equipment for 
a year’s time, and we are daing several million dollars’ worth of busi 
ness. ‘hat was one of the things. 

Then they also tried to restrict our sales offices, sales activities, and 
wanted us, when I went down and discussed a letter that I had re 
ceived—this is one of record—when I went down to discuss that with 
them, the suggestion was made verbally to Mr. Stanhope, and I, and 
1 became so provoked I would not talk to the manager about it any 
further, and told him to talk to Stanhope—the suggestion was made 
that we operate out of a hotel room or a home in Washington instead 
of an office, which we had, in order to cut down expenses. In other 
words, it seemed to me that the main thing that we were thinking 
about from the RFC side was how we could continually cut down ex- 
penses, and not worrying about this other side that we were getting 
in the way of benefits through the medium of sales. 

The only way in all my Vears in this business, the only way I have 
been able to see anything done, to see any progress made, is through 
spending money if and when you can get a hold of it, any way you 
can get hold of it, to get increased volume. That is the only way you 
Gually- 

Mr. Fa: LANAGAN. In other words, you paid off this loan because you 
thought the terms were too restrictive of your business operations. 

Mr. Biacner. That is right. 

Mr. FLANAGAN. Just one or two other things here now. 

I notice in that record of the Polaroid cameras, that one was issued 
to vou in July of 1951. 

Mr. Brauner. What was that? 

Mr. Fuanacan. July 1951,3 months ago. 

Mr. Brauner. Yes. 

Mr. Franacan. Do you recall what you did with that camera? 

Mr. Brauner. A camera was issued to me in July ¢ 

Mr. Fuanacan. Yes: 1951. 

Mr. Biauner. Does it show where it was shipped, Mr. Flanagan ? 
I don’t know that. 

Mr. FLanaGan. I do not believe so. 

Mr. Buauner. I don’t recall what was done with the camera. 

Mr. Fianacan. I notice from your expense account of October 


li, 
1950, one camera to Jack Herndon. 
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Mr. Brauner. Jack Herndon. 

Mr. FuanaGan. Who is Jack Herndon ? 

Mr. Buauner. Jack Herndon has a boat on Lake Geneva, and I 
have taken numerous people over there. 

Mr. Fuanacan. Is he a Government employee ? 

Mr. Buauner. No. 

Mr. Fuanacan. That is all. 

Mr. Brauner. | thought you wanted that. 

(‘The expense account of R. J. Blauner for the month of October 
1950, was marked “Exhibit No, 21” and may be found in the files of 
the subcommittee. ) 

Senator Hory. Stand aside. 

Senator Nixon. Just a moment, Mr. Chairman. 

Mr. Blauner, I just have a couple of questions. 

Mr. Brauner. All right. 

Senator Nixon. They are just routine questions. Do you know 
Matt Connelly 4 

Mr. Buauner. I have met him to shake hands on only one or two 
occasions. 

Senator Nixon. You or no people in the company have ever had any 
dealings with him / 

Mr. BLAt NER, No, sir: I have not. I do not know him. 

Senator Nixon. Do you know Mr. Schoeneman / 

Mr. Buauner. Yes: I have met George Schoeneman. and IT had 
George Schoeneman, or rather (seorge Schoeneman, let us put it this 
way—Mrs. Schoeneman called Mrs. Blauner and she and he came up 
to the house one dav for a few minutes, and then we invited them up 
to Kenilworth Hotel to sit around there because Arthur Godfrey was 
up there, and so forth, and they went on home, I think, the next night, 
Senator; if you want the information. 

Senator Nixon. It is not necessary. 

Has he ever received any gift or gratuities ? 

Mr. Buauner. No; he has not. 

Senator Nixon. Do you know Mr. Prince? 

Mr. Buauner. Yes, I do. 

Senator Nixon. Do you know Mr. Turney Gratz? 

Mr. Brauner. Yes, I do. 

Senator Nrxon. Do you know Mr. Boyle? 

Mr. Biauner. Yes, I do. 

Senator Nixon. How well do vou know Mr. Siskind ? 

Mr. Buauner. I have got to know him quite well lately. 

Senator Nixon. When did vou first meet him ¢ 

Mr. Buauner. I met him in that same festivity situation there, as I 
recall it, on the floor of the dance hall where we were. the dancing 
place where the big party was.. I don’t know what you would call it, 
the Navy Building, or something, the big event. 

Senator Nixon. As far as Mr. Moling is concerned, what type of 
business is he engaging in for you now? 

Mr. Buauner. He is our manager of the New York office and doing 
a swell job. 

Senator Nixon. What type of sales? 

Mr. Buauner. He is not selling any Government business, if that 
is the question you are after. 
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Senator Nrxon. He is not selling Government business? Becau 
I understood your testimony was that your people in the course o! 
their duties did call on Mr. Moling i in obtaining Government busine: 
when he was with the Government. 

Mr. Buacuner. They did not call on him in obtaining business. 
didn’ t give that impression. 

Senator Nixon. What were they calling on him for? 

Mr. Biauner. To discuss the matter of forms that are set up. Thi 
have a forms department in most of these places, Senator. 

Senator Nrxon. I see. Was he in the forms department / 

Mr. Biauner. I don’t know what his—I never called on him ove 
there. Iam telling you—you asked me to the best of my knowledge, as 
I recall it. 

Senator Nixon. T am just asking you to tell me. What did your 
salesmen do with Mr. Moling ? 

Mr. Buacuner. You are asking we now what he did, and I can't tel! 
you what he did under the circumstances, but if you want me to tel! 
you what I think he did, I will ask Mr. Moling. 

Senator Hory. Let us get through sometime. 

Senator McCarruy. Mr. Blauner, the testimony is that the con 
pany spent $4,600 for cameras to be used as gifts. Can you tell us the 
total amount of money your company spent on anything which woul 
be used as gifts? 

Mr. Brauner. Well, there certainly was not anything more tha) 
that, Senator. We have not been in a position to do as much, can | 
say—can I say this: We have not been in the position of doing as 
much in the way of gifts as most concerns have in the past, because 
of our financial condition. 

Senator McCarruy. There has been testimony that your company 
gave away perfume. 

Mr. Biauner. That is right. 

Senator McCarruy. Can you give us any idea of how much your 
company spent on perfume to be given away / 

Mr. Brauner. Last year was the first year we did that, too, and | 
would say, Senator, it might amount to $1,000, $1,500; I don’t know. 

Senator McCartuy. A thousand or fifteen hundred for perfume. 

Mr. Buauner. At the most, ves, sir. 

Senator McCartiy. There has been some testimony on hams that 
were given away. How much money was spent ! 

Mr. Brauner. That I can’t answer you. It was not toomuch. We 
have been giving hams away for years, to commercial concerns all 
throughout the country; that is one thing we were able to get a price 
on, and we bought them from customers. 

Senator McCarruy. Can you give us any idea of about how much 
you spent ¢ 

Mr. Buauner. I don’t know, Senator. 

Senator McCarruy. Would it run $10,000? 

Mr. Buauner. No; it is on the record; I don’t know, Senator; you 
don't want me to say anything about it—— 

Senator McCarruy. I know, in view of the fact that you were ru! 
ning the company—— 

Mr. Buauner. Yes. 

Senator McCarrny (continuing). Just wait until I finish my que: 
tion. 
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Mr. Brauner. I am sorry. 

Senator McCartruy. You must have some idea as to whether you 
gave away | ham or 10,000 hams; you must have some idea. 

Mr. Brauner. You don’t want me to make a statement I don’t know. 

I mean, I am telling you I don’t know. If you want me to set a figure, 
I willset any figure. I do not know, Senator. 

Senator McCarruy. Do I understand that you have no idea what- 
soever 4 

Mr. Biauner. I haven't the slightest idea how many hams. I can 
tell you one thing, they were not unusual, any unusu: al amount. 

Senator McCarruy. Would you know whether you gave away over 
a thousand hams / 

Mr. Brauner. I would say that your auditors have been out there 
for 6, 8 weeks, or several months, and they certainly can get that 
information from the records. I do not know. 

Senator McCarruy. Would you have any idea whether it would be 
more or less than a thousand hams? Do you have any idea at all? 

Mr. Brauner. I would say offhand, if you want an answer, it is less 
than a thousand hams. 

Senator McCarruy. <All right. 

Mr. Brauner. A good deal less, possibly, than a thousand. 

Senator McCartruy. You know Mr. Toole quite well 

Mr. Buauner. I know who he is, very well. 

Senator McCarruy. He works for you? 

Mr. BLhauner. Sure. 

Senator McCarrny. You consider him a truthful man / 

Mr. Brauner. I would say that he was a very nice gentleman and 
a truthful 

Senator McCarruy. Very truthful. He does not dislike you, as far 
as you know / 

Mr. Brauner. I don’t believe he does, but I believe he is inclined to 
do a little bragging now and then. 

Senator McCartruy. There is no reason why he would come in here 
and le about you? 

Mr. Buacner. No, I would not say he was doing any direct lying. 

Senator McCartny. Just to get this straight, vou say that you did 

t have any idea in mind that Bill Boyle would help you get busi- 
ness with the Government or help you with the RFC loan, is that 
right ¢ 

Mr. Brauner. I beg your pardon again, Senator? 

Senator McCarruy. Do I understand your testimony is that you 
di . not hire Bill Boyle because of any help he would give you in get- 

g business or loans? 

“Mir. Buiauner. I testified to that effect. 

Mr. Cusick. Mr. Chairman, I think the witness has gone into that 
fully several times. 

Senator Hory. Yes, it has been gone over several times. 

Mr. Cusick. It is only a question of repetition. 

Senator McCarrny. Before counsel interrupted, I did not hear 
your answer. 

Mr. Brauner. I say I testified several times that I did not hire him 
to get that loan. 
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Senator McCarruy. I call your attention to this testimony: 


Mr. FLANAGAN. When did you first know that Boyle had been associated wit} 
your company ? 

Mr. Too_re. Well, only in this indirect way, as I tell you, that I know about it 
I heard Mr. Blauner in his various trips to New York tell about B. B.—meaning 
sill Boyle, that is the way he referred to him, was now very friendly and help 
ful, remarks like that, which could be, you know, meaning anything or nothing 
to a man that was not on the inside, and I was not, strictly speaking, on th: 
inside about matters of that nature. 

Senator McCLELLAN. Did he make that remark by reason of the fact that 
Boyle had previously been employed as an attorney by the company and was 
now in a position to help him politically, use political influence, to help? Is that 
what he meant by “very helpful”? 

Mr. Too.e. I could not answer that, sir. My understanding is that as soon as 
Mr. Blauner had become more or less in company with Mr. Boyle and Finnegan 
on various occasions, these remarks were made predicting better business con 
ditions, and that is the way in which I heard him in these sales interviews in th: 
sales office in New York. 

Senator McCLeLLAN. Did it mean that it was helping in connection with this 
loan or helping the company generally in getting more business? 

Mr. Tooter. It was general help that was contemplated by reason of his 
enlistment. 

Senator McCLeLtLan. How many times did you hear him make reference { 
it, how many different times? 

Mr. Tooter. A few times, I would not say how many. I would say maybe a 
half-dozen in aul, over a stretch of several months. 


Dropping down to the bottom: 


Senator McCLeLtLan. He was commenting about Boyle's being very helpfu 
now ? 
Mr. Tooter. That he hoped that he would be; yes. 


Is that testimony of Mr. Toole’s correct ? 
Mr. Buauner. To this extent: He doesn’t say in there who IT sai 


of the two were going to help me get the business, to my knowledge, 
whether it was Finnegan or Boyle. 

Senator McCarrnuy. Did you say that Finnegan would help you 
get business ? 

Mr. Biauner. Yes, I definitely hired him originally with the idea 
of getting additional volume for us. 

Senator McCarrny. To clarify that in your mind, let us go o1 
further : 

Mr. FLANAGAN. At the time of- these discussions, was Mr. Boyle chairmar 
the Democratic National Committee? 

Mr. Too.e. I don’t think he was, but I think I can recall also that having been 
included in one of Blauner’s references about Boyle, that he would be. 

Does that clarify it to your mind so that you now know that Tool 
was referring to Boyle? 

Mr. Buauner. About getting the business ? 

Senator McCarrny. Yes. 

Mr. Biauner. No, it doesn’t clarify it in my mind one bit. Doe: 
he say in that business that Boyle was going to help me get mor 
business or Finnegan?’ Does it split it up? 

Senator McCarrny. Nothing further, Mr. Chairman. 

Senator Hory. You will stand aside, Mr. Blauner. We are throug 
with you. 

We will meet again at 3 o’clock, and Mr. Cecil Green will be the 
next witness. 

( Whereupon, at 1:15 p. m., the committee recessed to reconvene i! 
3 p.m., on this same day.) 
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AFTERNOON SESSION 


Senator Hory. The subcommittee will come to order. 

Mr. Cecil A. Green. Stand up, Mr. Green. Hold up your right 
hand. 

Do you solemnly swear the testimony you give in this hearing shall 
be the truth, the whole truth, and nothing but the truth, so help you 
God ? 


Mr. Green. | do, sir; I do, sir. 


TESTIMONY OF CECIL A. GREEN, ATTORNEY, WASHINGTON, D. C.; 
ACCOMPANIED BY ROBERT T. MURPHY, ATTORNEY AT LAW 


Senator Hory. Mr. Green, where do you live? 

Mr. Green. 5314 Reno Road. 

Senator Hory. Washington / 

Mr. Green. Washington, D. C. 

Senator Horry. How long have vou lived in Washington ? 

Mr. Green. I have lived in that home there around 6 years. 

Senator Horry. I mean the city. 

Mr. Green. I have lived in the vicinity about 6 years. 

Senator Horry. About 6 vears. ! 

Mr. Green. Yes. 

Senator Hory. What was your work before you began to be em- 
ployed by the American Lithofold Co. ? 

Mr. Green. | worked for Victor Wickersham, Wickersham Real 
Estate. 

Senator Hory. Any other employment’ You 
Boyle for a while? 

Mr. Green. Yes, I did. 

Senator Hory. For how long? 

Mr. Green. I would say 9 months, a year. 
exactly how long. 

Senator Hory. You worked in his office / 

Mr. Green. Yes, sir. 

Senator Hory. What was the character of the work you did for 
Mr. Boyle? 

Mr. Green. I was investigator for Mr. Boyle. 

Senator Hory. Investigator / 

Mr. Green. That is right. 

Senator Hory. And you worked for some 9 months? 

Mr. Green. I believe that is true. I just don’t exactly know how 
long. 

Senator Hory. All right. When did you begin your employment 
with the American Lithofold Co.? 

Senator Munpr. Mr. Chairman, could we get his whole employment 
background in the record at one place ¢ 

Senator Hory. Yes. 

Senator Munpr. Start in whenever you got out of high school and 
college and sort of give it chronologically 

Mr. Green. I can’t hear you, Senator. 

Senator Hory. Before we leave this part of it, give in a general 
way what was your employment before.you came to Washington, 
what was the type of work you did? 


worked with Mr. 


I just don’t remember 
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Mr. Green. Would you pardon me just a minute, Senator / 

Senator Hory. Yes. 

(Mr. Green confers with his attorney. ) 

Mr. Mureny. May I respectfully inquire, Mr. Chairman, what 
the relevancy of that inform: ition is, What it might have to do with 
the subject matter / 

Senator Munpr. If you like, I will tell him. 

Senator Hory. Yes. 

Senator Nixon. I consider it relevant, No. 1, in relationship to ~ 
type of work which we are trying to discover that he did for 


American Lithofold Co. at $10,000, “also what investigative experience 


he might have had to make him an investigator in Mr. Boyle’s office. 
It is a question asked ordinarily of all witnesses, and unless there is 
a particular reason for your not wanting to recite it, I think it is pei 

tinent information. 

Senator Hory. At this point in the record, you give your name to 
the reporter. You are attorney for Mr. Green ¢ 

Mr. Murrny. Yes, Mr. Chairman. 

Senator Hory. Give your name to the reporter. 

Mr. Green. I already have. 

Senator Hory. That was executive session. Grive it again. 

Mr. Murrny. I gave it to him just a few minutes ago. 

Senator Hory. Give it to, him for the record. 

Mr. Mureny. Robert T. Murphy, 820 Woodward Building. 

Senator Hory. And you are attorney for Mr. Green / 

Mr. Murpny. Yes, sir. 

Senator Hory. All right. 

Now, Mr. Green, would you mind giving us just sort of a quick 
résumé of what work you have done after reaching 21, something like 
that, before you came to Washington / 

Mr. Green. After reaching the age of 21? 

Senator Hory. Yes. 

Mr. Green. Your Honor, Senator, it was my understanding that 
when this investigation was started that it was pertaining purely to 
American Lithofold C orp. I don’t feel that that is a fair question— 
going back to the history of my life—which would absolutely tend 
to lend nothing to this investigation. 

Now I ask you, Mr. C hairman, if you really believe that it would 
tend to lend anything to this investigation—going back into my life 
time, in my past, and— 

Senator Hogry. Wait a moment. 

Mr. Green. I honestly ask you that. 

Senator Munpr. The reason I asked you, Mr. Green—I don’t know 
anything in the world about your background. I am not trying to 
put you on any spot. I am simply trying to arrive in my mind at 
what there was in your background that ‘would lead Mr. Boyle to figure 
you were worth over $5,000 a year as investigator, but more partic u- 
larly what was in the background to lead American Lithofold Corp. 
to conclude you were worth, $10,000 down here, not as counsel, not as 

salesman, because the Government is paying a portion of your sal 
ary. or was at that time, since part of the buisiness was associated 
contracts. 
Mr. Green. Your Honor—— 
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Senator Munpr. If you have some constitutional grounds, or some- 
thing, if there has been some crime in your background— — 

Mr. Green. There has been no crime in my background, Senator. 

Senator Munpr (continuing). I don’t w: ant you to testify to that. 

(A conference of the committee members. ) 

Senator McCartuy. Mr. Green, let me say this to you: 1 personally 
think that we must find out something about your background, your 
training, your lee ype find out why you were hired at the rate 
of $10,000 a y We are investigating, you see, influence peddling, 
improper on on the part of Government officials or tinea else. 
Nobody wishes to criticize you for doing the job you have done so far, 
but unless we know something about your background it js in) 
possible for us to decide just what you have for this job at $10,000 
a year. If, on the other head, there is something in your past life 
which would be embarrassing to you to disclose here before this com- 
mittee, we are not concerned with any of your intimate details of 
your personal life or anything like that. I think that should be very 
clear to you. 

Am I right, Senator ¢ 

Senator Hory. That is right. 

Senator Munpr. I want purely his employment. We could dig it 
out if you wanted us to, but I thought that was the easiest way to get 
it, nothing about your personal life. 

(Mr. Green confers with his attorney.) 

Senator Hory. I may say this to you, Mr. Green: It is not unusual! 
when witnesses appear before the committee to ask about their back- 
ground. That is done in frequent cases. This is not merely applying 
to you. 

wir. Green. The only way I could answer that, Your Honor, Mr. 
Chairman, is that if you have records— 

Senator Hory. We have no records. We are not asking for an) 
records. Weare just asking you 

Mr. Green. What should Is say, from the time 

Senator Hory. All in the world we are asking you about is to in«di- 
cate the nature and character of your employment after you reached 
21 until you came to Washington. 

Mr. Green. After I reached 21—well, after I reached 21, 1 will 
tell you—about 22, maybe? 

Senator Hory. All right. 

Mr. Green. I at that time had a family—— 

Senator Munpr. Speak up. What was that? 

Mr. Green. Had a family. I was working for Sanitary Service 
Co. in Kansas City. 

Senator Hory. How long did you work for them / 

Mr. Green. I don’t recollect just how long. It was quite a long 
time. It was at the time they wrote the social security into effect. 
About what time was that—about 1928 or something like that’ | 
believe it was. 

Senator Munpr. You know when you were 22. 

Mr. Green. What was that ? 

Senator Munpr. You know when you were 22. 

Mr. Green. I believe I did. 

Senator Munpt. What year were you 22/ 
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Mr. Green. I was with the Sanitary Service Co. then. 

Senator Mc npr. What year was that / 

Senator Horry. How long did you work for them, now? Go on 
with your employment. 

Mr. Green. I think it was until—that was 1928. I don’t recall just 
how long it was. . 

Senator Hory. After you left there, where did you work ? 

Mr. Green. After I left them I came here and went with Landret) 
Construction Co, 

Senator Hory. How long did you work for them / 

Mr. Green. I believe 3 or 4 years. 

Senator Horry. What was the nature of your employment with 
that company / 

Mr. Green. I was superintendent for the Landreth Constructio: 
Co. 

Senator Hory. Of construction work or what ? 

Mr. Green. That is right, construction work. 

Senator Hory. What was the character of your work with the San 
tary Service? What was the nature of the position ‘ 

Mr. Green. Sanitary Service Co. ? 

Senator Hory. Yes. 

Mr. GrEEN. Sanitary Service had contracts for the arncen) of the— 
had a garbage-disposal contract with the city of Kansas City, Mo. 

Senator Hory. You were sort of superintendent of that? 

Mr. Green. No, sir. 

Senator Hory. What was your position / 

Mr. Green. I was in no position with it at all. 

pays “PSB paige sme a. os Gp eae 

Mr. Green. I had a subcontract with the prime contractor, of 
which I owned my°own truck, paid my own help, my own expenses 
with the Sanitary Service Co., which I had no connection whatsoever 
with the city. 

Senator Hory. All right, I see. Then you were superintendent 
for this construction company ¢ 

Mr. Green. That is right. 

Senator Hory. After you left the construction company, what did 
you do? 

Mr. Green. After the construction company, as I recollect, 1 went 
to work for Mr. Boyle. 

Senator Hory. All right. You have explained that you worked 
there for from 9 months to a year, something like that. 

Mr. Green. Abut 9 months to a year, yes. 

Senator Hory. Then following the employment for Mr. Boyle / 

Mr. Green. I went to work for Victor Wickersham, Wickersham 
Realty, as a salesman. 

Senator Hory. And you worked for them how long? 

Mr. Green. I just don’t recollect how many months. It yee up 
until my present employment with American Lithofold. don't 
recall just how many months it was. 

Senator Hory. Now, when did you begin with American Lithofold 
Co. / 

Mr. Green. Sometime in November of 1948. It was just exactly—I 
don't recall. 

Senator Hory. What was your salary? 
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Mr. Green. My salary at that time was $10,000 a year. 

Senator Hory. And you have continued with them from that time 
up to now? 

Mr. Green. I certainly have. 

Senator Horry. And your salary at present is how much ? 

Mr. GrEEN. $10,000 a year w ith American Lithofold Co. 

Senator McCarruy. Mr. Chairman, may I ask the witness a ques- 
tion ¢ 

Senator Horry. Yes. 

Senator McCartruy. Have you given us all of your employment 
since you were 21 years of age? 

Mr. Green. Since I was what? 

Senator McCartuy. Since21. The chairman’s question was to give 
us a picture of your employment since you were 21. Have you covered 
all of it now? 

Mr. Green. Senator McCarthy, I may have left some out. I can’t 
recall. I just don’t recall that. I may have sometime along the line 
drove a milk wagon, I don’t know. I think I did along somewhere, 
but I just don’t recall. 

Senator McCarruy. No other jobs you held for any period of time? 

Mr. Green. Not to my recollection. 

Senator Munpr. It doesn’t seem to add up according to years. You 
started in 1928 with 3 years with the Sanitary Co. in Kansas City, 

Sanitary Service, that takes you from 1928 to 1931, 3 years, and you 
were 3 years with the construction company. That would be 1931 to 
1934. Then you worked for Victor Wickersham. That would have 
to be 13 years employment with him and I don’t think you worked 
with him that long. 

Mr. Green. No, I didn’t. I beg your pardon. I said that I don’t 
recall that. 

You know in recalling back to 21, if you expect me to sit here and 
tell you who I worked for, I just don’t recall who all I worked for. 

Senator Nixon. Could I help you out in this way? 

Senator Munpr. Maybe you can. 

Senator Nixon. I think if we start at the other end it could be a little 
simpler. 

When did you come to Washington ? 

Mr. GREEN. I came to Washington in—I believe I moved my family 
here in March of 1942. 

Senator Nixon. 1942. Did you work for the Landreth Construc- 
tion Co. after that time or before that time? 

Mr. Green. I went to work for them at that time. 

Senator Nixon. In 1942? 

Mr. Green. Yes. 

Senator Nrxon. All right. Now, the period we are interested in— 
you have covered the period since 1942 because you mentioned the 

Landreth Construction Co. and also employment w ith American Litho- 
fold and employment with Mr. Boyle. We are interested in the period 
before that time when you were in Kansas City, which is approximately 
a period of 15 years, more or less. Now you have covered 4 years of 

that with the Sanitary Service Co. Do you recall any other em- 
ployment to cover the balance of that—10 years? 

Mr. Green. What 10 years are you speaking about ? 
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Senator Nixon. When in Kansas City before you came to Wash- 
ington. 

Mr. Green. What period was it ? 

Senator Nixon. What were you doing in 19384 

Mr. GREEN. 1938 4 

Senator Nixon. Yes. 

Mr. Green. I think still with the Sanitary Service Co., to the best 
of my recollection. 

Senator Nrxon. You went to work for the Sanitary Service you 
thought in 1928. 

Mr. Green. I think I did. I really think that is about right. 

Senator McCarruy. With the Sanitary Service you were driving a 
truck, collecting garbage ¢ 

Mr. Green. No, I didn’t drive a truck collecting garbage. I an- 
swered that question before. 1 hired people to do that and paid them 
and— 

Senator McCarrny. I am not trying to hurt your feelings. Drivy- 
inga uck is an honorable position. 

Mr. Green. That is an honorable position and I am not ashamed 
of it. 

Senator McCarrny. A truck driver has just as honorable a_posi- 
tion asa Senator has. I want to know what you were doing so I can 
decide whether you were worth $10,000 a year or not. W hen you were 
with Sanitary Service did you have some trucks of your own ? 

Mr. Green. I certainly did—that I owned. 

Senator McCarrny. How many? 

Mr. Green. I had one. 

Senator McCarruy. And hired somebody to drive it ¢ 

Mr. Green. That is right, and I drove it a lot of times myself, too, 
Senator. 

Senator McCarrny. I said that is a good honorable job. And your 
job was to collect the garbage and take it out to the farms ? 

Mr. Green. I had a contract with the C ity Market of Kansas City. 

Senator McC arTHY. You picked up the garbage—— 

Mr. Green. Picked up the garbage—l want to interject in—for the 
Sanitary Service Co., not for the c ity of Kansas City. 

Senator McCarruy. And you pic ‘ked up the garbage in the city and 
took it out and sold it to a farmer; is that it ? 

Mr. Green. No, they didn’t sell to farmers. They had a disposal 
plant. 

Senator McCarrnuy. I see, you hauled it to the disposal plant. 

Mr. Green. That is right. 

Senator McCartuy. How many years were you doing that, about 
10 ¢ 

Mr. Green. I would say that or longer. I just don’t recollect. Up 
until 19—I don’t recollect how long it was. 

Senator McCarriy. Were you doing that when the war started? 
Will that refresh your recollection ? 

Mr. Green. I think I still—when I came to Washington [I still 
maintained my contract with Sanitary Service Co. 

Senator McCarrny. In other words, you started in 1928 until some 
time in 1940 or 1941? 

Mr. Green. Somewhere along there. I don’t recollect. 
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Senator McCarruy. Mow long did you work for Wickersham Real 
Estate ¢ 

Mr. Green. I couldn’t recall. 

Senator Hory. He has given those figures. 

Senator Munpr. Mr. Green, you have gotten me confused. I 
thought you said you worked for the Sanit: iry Service Co. for about 
3} years. 

“Mr. Green. No, I didn’t say that. 

Senator Munpr. How many years did you work for them ? 

Mr. Green. I don’t recall. I just don’t recall how long it was. 

Senator Munpr. When did you go to work for them ? 

Mr. Green. If you have anything in the record to refresh my mem- 
ory on any of these matters, Senator Mundt, I would be glad to an- 
swer them. 

Senator Munpr. I am simply trying to find out, Mr. Green, when 
you got out of high school or college and got a job— 

Mr. Green. I never had the opportunity to go to college, Senator. 

Senator Munpr. Whenever you started to earning a living, I asked 
you to relate in order the jobs you held. I would think any man could 
remember that. Could you remember most of them ? 

Mr. Green. I don’t recall. I couldn’t answer that. 

Senator Munpr. The only thing you have mentioned at all about 
Kansas City employment was the job with Sanitary Service Co. 

Mr. Green. You are asking me about employment- 

Senator Munpr. At least 14 years—— 

Mr. Green. You are speaking of employment, is that right? 

Senator Munpr. I am asking you the way you earned your living. 
You may — been self-employed, you may have owned a business of 
your own. I don’t know. I am simply trying to find out so we can 
figure out what experience you have had. If you worked for them 14 
years, that is one thing. If you worked for them 4 years, that is some- 
thing else. But you should know that sure ly. 

Mr. Green. I couldn't recall that, couldn't recall how long it was. 

Senator Munpr. What else did you do in Kansas City to earn a 
living 7 ees work for the Sanitary Service? Put it that way. 

Mr. Green. You are implying now, from what I see by the news- 
papers, that I operated a saloon. Is that what you are referring to? 

Senator Munpr. No, I don’t know. 

Mr. Green. I will answer that for you, too. 

Senator Munpr. I don’t know. 

Mr. Green. I certainly did. 

Senator Munpr. How long did you operate a saloon ? 

Mr. Green. How what? 

Senator Munpr. How long did you operate a saloon? 

Mr. Green. I can’t recall how Jong. It was a short while. 

Senator Munpr. Several years or just a day or two or what ? 

Mr. Green. It was a year or two, something like that. 

Mr. Murrny. May I make a suggestion ? 

Senator Munpr. Yes. 

Mr. Murrny. In the interest of assisting the committee and this 
witness, I wonder if it would be well for Mr. Green to submit a bio- 
graphical sketch? 

Senator Munpr. That is what I am trying to get him to do now. 

Mr. Murrny. I think that would help. 
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Senator Munpr. If he submits that under oath that would be the 
same as testimony. 

Senator Hory. That will be appreciated very much. Let’s go ahead 
with his examination. 

Mr. Green, I asked you, I believe, about the time you began you 
employment with the ‘American Lithofold Co. 

Mr. Green. Yes, sir. 

Senator Hory. And you gave what date? 

Mr. Green. It was, I believe, sometime in November of 1948. 

Senator Hory. And you continued with them since that time ? 

Mr. Green. That is right. 

Senator Hory. Now who employed you? 

Mr. Green. Mr. R. J. Blauner. 

Senator Hory. What were to be your duties? 

Mr. Green. My duties were general routine matters of anything 
he might ask me to do. 

Senator Horry. What services have you performed for the Ameri- 

can Lithofold Co. during this period of your employment over 2 years? 

Mr. Green. Do you want me to—I don’t want to take up too much 
time of the committee. 

Senator Horry. Give a sort of summary. 

Mr. Green. A summary of my duties, first duties from there on? 

Senator Hory. Yes. 

Mr. Green. Well, my first duties with American Lithofold Corp., 
after I was employed by Mr. R. J. Blauner, was pertaining to a con- 
tract we had in the Navy, of which there was some discussion and 
some argument back and to. I don’t know, I couldn’t recall who it was 
that felt that the paper that we were furnishing in this particular con- 
tract wasn’t of sufficient weight or some other thing. I don’t just 
recall. 

Senator Hoey. Is that the thing Mr. Blauner testified about this 
morning ¢ 

Mr. Green. I don’t know whether it was or not. It could be. | 
don’t know. 

Senator Hory. Anyway you represented them in some matter at 
the Navy Department in connection with paper ? 

Mr. Green. That is right; which was saving to the Government of 
$120,000, near that amount, around $120,000. I just don’t remember 
the exact figures, Senator. 

Senator Hory. All right. What are some of the other services you 
rendered ? 

Mr. Green. We had several, I don’t recall just how many, matters 
of collection with the General Accounting Office. 

Senator Hory. Claims pending at the General Accounting Office’ 

Mr. Green. Claims of discounts that were pertaining to the General 

Accounting Office. I followed them through from time to time. | 
kept the St. Louis office informed as to the status of those claims. 

Senator Hory. Were those claims pending several months? 

Mr. GREEN. They had been for several months before I had gone 
to work for American Lithofold Co. 

Senator Hory. What, if anything, did you have to do in connection 
with the RFC loan to American Lithofold ? 

Mr. Green. Well, Your Honor, Senator, I am under oath here. 
As far as the American Lithofold Corp. and as far as their loan is 
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concerned, I have heard this in the newspapers, I have read it in the 
new spapers—the only thing that I ever offered or ever did pertaining 
to American Lithofold was that I asked my friend Mr. Boyle late 
in the evening to please make an appointment for Mr. R. J. Blauner 

to review a matter and discuss a matter that they had in RFC. It 
was my thought that he was the only person that I knew of that could 
absolutely discuss this matter, and it was my thought that there were 
pertinent facts in there that probably somebody at the Board did not 
understand. And that is my entire dealings w ith the RF¢ 

Senator Hory. Did you accompany Mr. Blauner and Mr. Toole 
to Mr. Boyle’s office when the engagement was made with Chairman 
Hise, as we had testified here this morning? 

Mr. Green. Yes; I did, Senator. 

Senator Horry. Did you go with them on over to the Reconstruction 
Finance Corporation ? 

Mr. Green. No, sir; I did not. 

Senator Hory. Did you have any other dealings with the Recon- 
struction Finance Corporation about the loan ¢ 

Mr. Green. About that particular loan ? 

Senator Hory. Yes. 

Mr. Green. About that particular loan I don’t recall whether I 
did or not on that, Senator. I actually don’t recall that. 

Senator Hory. Do you recall going over to the Reconstruction Fi- 
nance Corporation with Mr. Finnegan ? 

Mr. Green. Finnegan ? 

Senator Hory. In connection with this loan. 

Mr. Green. No, not to my recollection, not to my recollection. 

Senator Hory. All right. 

Mr. Green. Not to my recollection. 

Senator Hory. Now, Mr. Blauner indicated that you suggested the 
employment of Mr. Boyle as attorney in Washington. Give us a state- 
ment about that. 

Mr. Green. I certainly did. 

Senator Hory. Did Mr. Blauner make arrangements with Mr. Boyle 
or did he authorize you to make them 4 

Mr. Green. I beg your pardon, Senator. 

Senator Horr. Did Mr. Blauner make the arrangements with Mr. 
Boyle to employ him or did he authorize you to do that ? 

Mr. Green. No, Mr. Blauner would have to hire Mr. Boyle. I 
didn’t have that authority. I recommended Mr. Boyle, I certainly did. 

Senator Hory. All right, then. Mr. Blauner did employ Mr. Boyle 
as an attorney ¢ 

Mr. Green. That is right, as an attorney. 

Senator Hory. Now, after Mr. Boyle resigned who suggested the 
employment of Mr. Siskind ? 

Mr. Green. I recommended Mr. Siskind’s employment. I recom- 
mended Mr. Max Siskind. 

Senator Horry. Did you know Mr. Siskind well ? 

Mr. Green. Yes, I did. 

Senator Hory. What relationship had Mr. Siskind had with Mr. 
Boyle a to that time? 

Mr. Green. I believe that they—I don’t know of their—I don’t know 
of any of their ramifications of business or anything else, but I believe 
he was a law partner of Mr. Boyle. 
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Senator Horny. Was he in Mr. Boyle’s office or in the same location ? 

Mr. GREEN. Yes; he was. 

Senator Hory. That was the law office? 

Mr. Green. Yes. 

Senator Hory. After you suggested the employment of Mr. Siskind, ; quest 
he was employed, I believe, on the same terms as Mr. Boyle had been : and, 
employed ¢ s M 

Mr. Green. That is right. r Se 

Senator Hory. And Mr. Siskind is still employed by the companyt 4 ; they 

Mr. Green. That is right. 

Senator Hory. At a salary of $500 a month. 

Mr. Green. That is right. 

Senator Horr. Mr. Green, did you represent any other company 
while you represented Mr. Boyle ? 

Mr. Green. Your Honor, Senator, if I may have the privilege of 
clarifying that—— 

Senator Hory. Go ahead and state it. You see what you said before 
was in executive session. 

Mr. Green. Would you state the question again ? 

Senator Hory. Were you employed by any other company to do any 
other services in Washington while you were in the employ of the some 
American Lithofold Corp. ? $100 

Mr. Green. American Lithofold Corp. Iam glad you brought that : get s 
out. I thought you said Mr. Boyle. I misunderstood. During the ernn 
time I testified, and I think you have the testimony there—that I ; for ] 
testified before the subcommittee pertaining to other loans, it was my | 
my thought that this hearing it. 

Senator Horry. Just go ahead and tell when you were employed. I . Se 
don’t care about that. F M 

Mr. Green. Will you let me clarify a little bit? I thought it per- recal 
tained to American Lithofold Corp. There has been things brought ; 
out to refresh my memory. If you have a record of them there, of 
all of them, I will be more than glad to discuss with any member of 
the committee. 

Senator Hory. You go ahead and tell us about what you can think 
of now. Whether the companies employed you or paid you money 
during the period when you were employed by the American Litho- 
fold Co. 

Mr. Green. To represent them as 

Senator Hory. In any way. 

Mr. Green. In RFC loans? 

Senator Hory. No, in any way at all, to represent them. 

Mr. Green. Well 

Senator Hory. Just name them. 

Mr. Green. I will tell you what I would like to do, if I could now. 

If it is all right with the committee, I would like to take these things 
just one at a time. 

Senator Hory. That is what I am asking about, one. Tell us one, 
then tell us the next one. 

Mr. Green. Just one at a time and not get it all confused, if 
may. 

Senator Hory. You just go ahead and answer the question. I am who 
asking about one, and tell us : about one. frie 
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Mr. Green. As I understand from the newspapers 
Senator Hory. Don’t bother about the newspapers. 

Mr. GREEN. gs is all I had heard—— 

Senator Horry. I don’t care what you heard. Just answer my 
question. Has any other company employed you during this time 
and, if so, how muc *h have they paid you ! 

Mr. Green. I believe Ory Lumber Co. and 

Senator Hory. All right. Wait a minute about that. Where are 
they located ? 

Mr. Green. Fair Mount, Ga. 

Senator Hory. How much did they pay you? 

Mr. Green. I believe either $200 or $250, 

Senator Hory. What service did you render them ? 

Mr. Green. In regard to Ory Lumber Co., my services rendered 
to them were that—do you have the records of my checks there ? 

Senator Hory. Do you remember how much money they paid you? 

Mr. Green. I think around $200 or $250. I don’t remember. 

Senator Hory. What service did you render them ? 

Mr. Green. The service I rendered to Ory Lumber Co. was that 
Mr. Ory owed me, I believe—he borrowed during the inauguration or 
some time along the line there, I don’t remember what it was, either 
$100 or $150, either one of the two w ays. He asked me to see if I could 
get. some business for him in m: mnufacturi ing of pallets with the Gov- 
ernment, on which I made a trip to P hiladelphia to make an inquiry 
for Hayward Ory, who has been a friend of mine for a long nae To 
my knowledge, Your Honor, Senator, there is nothing ever came of 
it. I don’t think anything, that they ever got anything a of it. 

Senator Hory. All right. That is all they paid you, $250? 

Mr. Green. I don’t recall. It was either $200 or $250. I just don’t 
recall exactly. 

Senator Hory. Let’s take another company. What other company 
did you represent ¢ 

Mr. Green. You have a record there, would you—— 

Senator Horry. Don’t bother about the record. 

Mr. Green. Would you call them off one at a time? I believe you 
have them there,if you will. It refreshes my memory. 

Senator Horry. Did you represent the McPike Drug Co.? 

Mr. Green. MePike Drug Co.? 

Senator Hory. Yes. 

Mr. Green. Yes. 

Senator Hory. Where is the McPike Drug Co. located ? 

Mr. Green. The McPike Drug Co. is in Kansas City. 

Senator Hory. Where? 

Mr. Green. Kansas City, Mo. 

Senator Horry. How much did they pay you? 

Mr. Green. They paid me a thousand dollars a month for, I believe 
itwas,5 months. [don’t remember. 

Senator Hory. For about 5 months? 

Mr. Green. I believe it was. I don’t recollect. 

Senator Hory. What did you do for this McPike Drug Co.? 

Mr. Green. McPike Drug Co.—at that time Mr. Ray Edlund, of 
whom I have known for a long time, have been a long-time personal 
friend, contemplated on opening offices in Washington. They re- 
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quested that I try to—they were contemplating on opening offices, «1 : Se 

they were interested probably in securing Government business. . Se 
Senator Hory. All right. : Se 
Mr. Green. Of which I made inquiries to the Veterans’ Administra M1 

tion through the proper channels, through the Medical Corps in ? was. 

proper channels, and whether anything ever came of it or not I don’t h Mi 

know, because at the time I first inquired they were not even on the : we h 

eligible bid list to bid on this work. Wey 
Senator Hory. All right. You represented them for a period of 7 We 

about 5 months, something like that, did you ¢ Mi 
Mr. Green. I presume so, Mr. Chairman. : M 
Senator Hory. And they paid you a thousand dollars a month? F M 
Mr. Green. That is right. Se 
Senator Horry. Then you discontinued the contract ? ploy: 
Mr. Green. That is right. M 
Senator Horry. Did you represent the Vendo Co. ? Se 
Mr. Green. Vendo Corp. ? woul 
Senator Hory. Yes, Kansas City. | tions 
Mr. Green. Yes; I did. M: 
Senator Horr. How much did they pay you? Se 
Mr. Green. Three hundred dollars a month. hasis 
Senator Horry. For how long? ; McP 
Mr. Green. I don’t know hata: it was 3, 5 months, or 6. I just M: 

don’t recall. $250 
Senator Hory. What was this company engaged in doing? ; his b 
Mr. Green. This company was engaged in the manufacturing of of $ 

an automatic Coca-Cola box, where you put a nickel in or a quarter 

in and get a Coca-Cola. 
Senator Hory. What service did you render for them ? 
Mr. Green. Only services that I rendered for them, that I have 

known one of the brothers of the Vendo Corp. for quite some time. 

At the outbreak of this Korean situation they were automatically 

asked to curtail their manufacturing of Coca-Cola machines. I be- 

lieve, I just don’t recall which one of the brothers. I believe it was 

Mr. Elmer Pearson, that I didn’t know too well. I knew Fred very 

well. He came to Washington and told me of this condition that 

they were in at that time and asked me if I would mind inquiring as 

to them obtaining some Government business, because it is a large 

plant. They employ several hundred people, the majority of them 

from Independence, and they asked me if I would please inquire a: 

to something that they might do. 
Senator Hory. Did you get them any business? 
Mr. Green. Your Honor, Mr. Chairman, I don’t know whether— 

I think they did get some business, but I assure you I don’t think I 

had too much to do with it. 
Senator Hory. You were employed by them for this period you 

mentioned ? 
Mr. Green. I believe it was 6 or 7 months. I don’t remember. | 

don’t recall just exactly how much. 
Senator Hory. We will put in the record photostatic copies of 

five checks from McPike Co. for a thousand dollars each, making a ques 

total of $5,000. bron 
(Exhibit 22, consisting of five checks to Cecil A. Green, from Mc- wit] 

Pike, Inc., may be found in the subcommittee files.) 
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Senator Hory. Mr. Flanagan, you may go ahead. 

Senator Munpr. Mr. Chairman 

Senator Horry. You worked about 3 months for Vendo—3 or 5? 

Mr. Green. Five, or maybe more. I don’t recall just how many it 
was. 

Mr. Firanacan. We will put those checks in the record. I believe 
we have photostats of those checks, Mr. Green, from the Vendo Co. 
We will put them in the record. 

Mr. Green. I don’t recall. 

Mr. Fuanacan. It was 300 a month. I believe it was 5 months. 

Mr. Green. It may have been 5 or 6, I don’t know. 

Mr. FLANAGAN, F ive or six. 

Senator Munpr. Are you going to ask him now about his other em- 
ployment at that time or have you got another theme? 

Mr. Fuanacan. I will keep on other employment. 

Senator McCarruy. I will ask, for the purpose of saving time, 
would you prefer to develop the evidence first? If I have any ques- 
tions to ask, I would rather follow along as you have this planned. 

Mr. Fuanacan. Yes; that would be better. 

Senator Munpr. So we know that we are starting on the same 
basis—so far the witness has testified he received $5,000 from the 
McPike Co. and $1,500 from the Vendo Co. 

Mr. Fuanaaan. That is right. And he also testified he received 
$250 from the Ory Lumber Co., and I might state an examination of 
his bank accounts indicates a check dated August 9, 1950, in the amount 
of $250 payable to Cecil Green, signed by “Hay ward A. Ory of the 
Ory Lumber & Construction Co., which states “For services rendered.” 

(Checks to Cecil A. Green from the Vendo Co. were marked as 
“Exhibit No. 23” and may be found in the files of the subcommittee. ) 

Mr. Green. I don’t know how he handled his bookkeeping, Mr. 
Flanagan. But to the best of my recollection I believe that Hayward 
had to get back one evening and didn’t have quite enough money to 
get back, and I believe I lent him $100 or $150. I don’t remember 
which. 

Mr. Firanacan. So then the other 100 or 150, whichever it may be, 
part of this check is for services rendered, and you now say either 100 
or 150 was in repayment of a loan; is that correct ? 

Mr. Green. That is right; that is right to the best of my recollec- 
tion. 

Senator Munpr. So your net take from Ory Lumber Co. was about 
100 instead of 250? 

Mr. Franacan. That is right; either 100 or 150, depending on how 
much he had borrowed. 

Mr. Green. I don’t remember. He did borrow some during the 
inauguration, I believe. I don’t recollect. 

Senator Munpr. Go ahead. 

Mr. Fuanacan. Mr. Green, did you ever contact the RFC on behalf 
of the Ory Lumber Co. ? 

Mr. Green. Now, if I may, if I may, Mr. Chairman, if you permit, 
if I may inject this—that I still say again that at that time of my 
questioning when I was before the subcommittee there has been things 
brought up that refreshed my memory. I may have gone over there 
with “Mr. Seal for he isa personal friend of mine, and I have 
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known him for a long time, and I wouldn’t hesitate to go over to the 
RFC, 

Mr. FLanacan. What refreshed your memory since our executive 
hearing of a week or a week and a half ago? 

Mr. Green. This investigation. 

Mr. Fuanacan. Have you talked with Mr. Ory or anyone con- 
nected with it in the last 2 weeks? 

Mr. Green. I certainly have. I sure did, because I couldn’t recall] 
it. I could not. 

Mr. Fianacan. I might state here that the Willett diary entry indi- 
cates that on November 10, 1948, you were in Mr. Willett’s office with 
Mr. Prince and Mr. Ory. Now what was that—the time you were 
there _ connection with the Ory Lumber Co. loan? 

Mr. Green. It is possible. It could have been. I took Mr. Ory up 
there to introduce him for the loan. I knew nothing about his finan- 
cial background or anything else. Hayward Ory has been a friend of 
mine for quite a long time. 

Mr. Fianacan. On the occasion of that visit to Mr. Willett’s office 
did you diseuss the merits of the loan with Mr. Willett or anybody 
else in the RFC? 

Mr. Green. Not tomy knowledge. I wouldn’t know anything about 
his difficulties. 

Mr. FLuanacan. This payment of $250, does it have any connection 
with your taking of Mr. Ory up to the RFC? 

Mr. Green. Absolutely not; absolutely not. 

Mr. Fuanacan. Do you now recollect that you contacted the RFC 
in connection with the McPike Co. ? 

Mr. Green. Well, as I told you, when you asked me a question if I 
talked to Mr. Ray Edlund or anybody pertaining to MePike Drug Co., 
not to my recollection did I ever intercede for them as far as the 
McPike Drug Co. I don’t know. I may have taken them up there 
and introduced them to Mr. Frank Prince or—that is the only one I 
could have introduced them to. 

Mr. FuanaGan. The record shows, Mr. Frank Prince’s office diary 
shows the following entry on October 13, 1948 : 

Cecil Green, R. R. Edlund, R. O. Stenzel, in to see Prince re McPike Drug Co., 
Kansas City, Mo. Preliminary information re RFC loan to purchase the company. 

Do you now have any recollection of that visit? 

Mr. Green. That could be possible, Mr. Flanagan. I might have 
taken them into the proper places there to introduce them; merely 
to introduce them. I knew nothing of their financial background of 
their arrangements or anything else. I knew nothing about it. It 
is possible that I could have. 

Mr. Franacan. You were a friend of Mr. Edlund’s, though, were 
you not ¢ 

Mr. Green. That is right. 

Mr. Fuanacan,. E-d-l-u-n-d? 

Mr. Green. That is right. 

Mr. Fuanacan. You know on March 13, 1950, McPike’s Drug had 
a loan in the amount of $700,000 approved by the Board of Directors 
of RFC? 

Mr. Green. I didn’t know that they did. 

Mr. Fianacan. Did you ever find out; did you ever hear that they 
got a loan from the RFC? 
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Mr. Green. It could have been possibly so. I don’t recall that be- 
cause there was never anything ever taken up to me as to the ramifica- 
tions of the loan, to my rec ollection, Mr. F lanagan. They may have. 
If they did, thank the Lord, because Ray Edlund has been a personal 
friend of mine for many a year. 

Mr. Franacan. Did the $5,000 which they paid to you in 1950 have 
any connection directly or indirectly with the loan? 

Mr. Green. Not one thing. 

Mr. Franacan. Do you recall other contacts 

Senator Munpr. Before we leave the McPike Drug Co., have you 
talked with Mr. Edlund or Mr. Stenzel since you were before us in 
executive session ¢ 

Mr. Green. I haven't talked to Stenzel; no. I have talked to Ray 
Edlund. 

Senator Munpr. Since you were with us in executive session ? 

Mr. Green. What? 

Senator Munpr. Since you were with us in executive session ? 

Mr. Green. Why, certainly. 

Senator Munpr. What did he tell you? 

Mr. Green. Never told me anything. You will have to ask him 
about that. 

Senator Munpr. Did he tell you you had been with him down at 
the RFC? 

Mr. Green. Beg pardon ¢ 

Senator Munpr. Did he tell you you had been with him down to 
the RFC? 

Mr. Green. I don’t recall anything about that at all. I don’t recall. 

Senator Munpr. What happened between the time you testified 
last, which is under oath, and now under oath, as you said then you 
had never been down to the RFC for McPike Drug Co. and now you 

say you were? 

Mr. Green. Your Honor, Senator, I just stated to the chairman 
a moment ago that it was my understanding under the subcommittee 
under your hearing, your last hearing, that I thought that this per- 
tained merely to American Lithofold “influence in RFC. Now I also 
stated, I believe, in my last statement—I believe that the chairman 
will verify this—that I am also willing to answer any question per- 
taining to any of these other matters to the best of my knowledge. 

Senator Munpr. On September 11 you were testifying before our 
committee in executive session, and Mr. Flanagan asked you this 
question : 

Did you ever contact either personally or by telephone any representative of 
the Reconstruction Finance Corporation with regard to any matter regarding the 
McPike Drug Co. or the Vendo Corp.? 

Mr. GREEN. No; not to my recollection. 

Mr. Green. To my recollection. 

Senator Munpr. Now, you are testifying that you did go down for 
the vagy st Drug Co. in connection with Mr. Edlund and Mr. Stenze |. 

Mr. Green. I said not to my recollection; is that right ? 

Senator Munpr. What happened now to stimulate your recollee- 
tion? 

Mr. Green. Beg your pardon ? 

Senator Munpr. What happened to stimulate your memory between 
September 11 and now? 
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Mr. Green. What did my statement say there? I said not to m 
recollection. 

Senator Munpr. Now you remember it? 

Mr. Green. I don’t recollect. If I did, I don’t recollect. I don’t 
recollect. I see nothing unordinary about that. Those people have 
been my friends for many a year, and if they asked me to make a ca! 
for them or to do something for them, I see nothing unusual in that, 
Your Honor. 

Senator Munpr: I see nothing unusual except the fact that you 
denied under oath you had done it on September 11. 

Mr. Green. I go back to my other statement, Your Honor, Senator. 
that I asked the Chair if there has been a few things that have been 
brought to my attention, that if I may truthfully state it, I would |y 
glad to go into each and every one of them in detail at this time. | 
thought at that time it pertained to American Lithofold and Bil! 
Boyle’s connection with influence in RFC. 

Senator Munpr. This question says specifically whether you had 
contacted them for the McPike Drug Co. or Vendo Corp. So your 
testimony now is that on September il you forgot you had made that 
asc sg 

Mr. Green. I believe it says in there, if you will read it, “Not to 
my recollection.” 

Senator Munpr. That is what it said. 

Mr. Green. Is that right, sir? 

Senator Munpr. That is what it said. 

Mr. Green. All right. 

Mr. Fianacan. Mr. Prince’s diary indicates on October 19, 1949, 
you called at his office regarding the status of Lullabye House, Ine. 

Mr. Green. (Laughing.) 

Mr. Franacan. That you then talked to Mr. Walter O'Donnell, of 
the Small Business Section of the RFC. Do you recollect that ? 

Mr. Green. Mr. Flanagan, my recollection on that, I couldn’t tell 
you who in the world ever called me. It was probably a friend of 
mine. I have the faintest recollection of that, and for me to tell you 
who called, I don’t know. 

Mr. Fuanacan. Where is Lullabye House, Inc. ? 

Mr. Green. Don’t ask me. 

Mr. Firanacan. You don’t know where it is or what it is? 

Mr. Green. I couldn’t tell you in a hundred years. To the best of 
my recollection I think it was a little fellow that somebody knew 
sold high chairs and had a little place of business and needed money, 
and my God, I have tried to help my friends all my life, and T stil! 
intend to continue to do so. And I couldn’t no more tell you who it 
was than the man inthe moon. I did try to help him. 

Mr. Fianacan. Do you recall receiving any fees or commissions or 
payments of any kind? 

Mr. Green. Not to my recollection. 

Mr. FianaGan. Let me finish. From Lullabye House, Inc. ? 

Mr. Green. Not to my recollection. 

Senator Nixon. Mr. Flanagan, if I may interrupt. 

Mr. FuanaGcan. Yes. 

Senator Nrxon. I think the committee can understand, Mr. Green, 
that a man who is as busy as you were representing American Litho 
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fold and the other two companies that you represented, making the 
contacts that you did, might have difficulty remembering any specific 
call that you may have made at the RFC. Do I understand that is 
vour position at this time ? 

* Mr. Green. I don’t understand your question. 

Senator Nixon. In other words, the reason you can’t remember spe- 
cific incidents, as I understand it, is that you made so many of these 

calls you just don’t recall the individual ones; is that right ¢ 

Mr. Green. Just a minute, Senator, let me try to explain that to you. 

Senator Nrxon. I want you to. 

Mr. Green. I think I did—that I have, still hope I have, too, a few 
friends, and that I would not hesitate, never, to call RFC for a friend 
of mine, and go through proper channels. I would not hesitate to do 
that. 

Senator Nixon. I am not raising any question on that point. 

Mr. Green. I understand. 

Senator Nixon. My point is that what you in effect are saying, as 
I understand it, is that you made, as Mr. Prince put it the other day, 
as I think he suid, dozens of calls at the RFC. 

Mr. Green. I don’t know how many calls. 

Senator Nrxon. You wouldn’t question Mr. Prince’s memory on 
that? 

Mr. Green. I don’t know how many calls. 

Senator Nixon. You might have made that many calls? 

Mr. Green. If it was for a friend of mine and all I was seeking 
was information, I could have made a hundred calls. I don’t know. 

Senator Nixon. You were in there two or three times a week. 

Mr. Green. I don’t know how many times I was in there. 

Senator Nrxon. You could have been ? 

Mr. Green. Could have been. 

Senator Nixon. That explains why you can’t remember these spe- 
cifie calls 

Mr. Green. I don’t remember. 

Senator Nixon. Does it not, the fact that you made so many calls 
there ? 

Mr. Green. I don’t remember. It is a matter of record there. 

Senator Nixon. I know it is a matter of record. 

Mr. Green. So I heat 

Senator Nrxon, I think you have been an investigator, Mr. Green, 
at $100 a week, which means that you probably have a pretty good 
memory on some items and a bad one on others, as we all have, but 
1 think you will, of course, agree with me that if you had made only 
one call or two calls or three calls at the RFC you could remember 
sone but if you made a lot, you could not distinguish between them. 
Is the reason you cannot remember a lot of them, as I say, because you 
did make a lot of calls ? 

Mr. Green. I am not going to answer that question as you put it. I 
an going to answer it to the best of my ability. I could not tell 
you how many calls I made there. I couldn’t tell you to save my life. 

Senator Nixon. You know what Mr. Prince said about the matter / 

Mr. Green. I don’t know. 

Senator Nixon. You don't ? 

Mr. Green. Read it to me. 
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Senator Nrxon. I will tell you. 

Mr. Green. I would like to hear it. 

Senator Nixon. He said you were in there a number of times, and 
he said you were in there two or three times a week. 

Mr. Green. I could have been, and it could have been pertaining to 
American Lithofold loan, too. 

Senator McCarruy. Mr. Green, on page 6322 and 6323 of the rec- 
ord, Mr. Prince estimated that over a period of a year and a half, Green 
contacted him on an ave ‘rage of twice a week, two times a week, and 
that he contacted him on behalf of probably 20 or 30 different com- 
panies. That is page 6322 and 6323. 

Senator Nixon. What is your comment on that, Mr. Green? 

Mr. Green. How many companies there in the record that I con- 
tacted ¢ 

Senator McCarruy. Prince’s testimony, Mr. Green, is over a period 
of a year and a half 

Mr. Green. I said 

Senator McCarruy. Waita minute. You contacted him an average 
of twice a week, that you were seeking information on different loans, 
that you appeared on behalf of some 20 or 30 different companies, 
Would you say that is correct ? 

Mr. Green. I couldn't say itiscorrect. How many? You have the 
record there. How many do they say I interceded for as a friend? 

Senator McCartuy. I will repeat it the third time. 

Mr. Green. What does it say there? 

Senator McCarruy. Mr. Prince testified that you interceded in be- 
half of between 20 and 30 companies. 

Mr. Murpny. Senator McCarthy, may I please ask, Is that a state- 
ment of fact that Mr. Prince made or is that an opinion ¢ 

Senator McCarrny. Let me read the testimony. 

Senator Munpr. It is sworn testimony fortified by his diary. I 
may say that. 

Senator McCarrny. And then it says: 

You say he came in on an average of twice a week in regard to different 
loan applications. 

Mr. PRINCE. I will estimate that. 

Senator McCartuy. You would estimate that now on behalf of how many 
different companies did he contact according to your best recollection? 

Mr. Prince. Well, of course, he came about the same company a lot of times. 

Senator McCartuy. Yes, I know. My question is: Are you prepared to give 
us an estimate? 

Mr. Prince. I just don’t know whether it would be 20 or 30. 

Senator McCArTuy,. I see. In other words, you might have been contacted on 
behalf of 20 different applicants or 30? 

Mr. Prince. It could have been. I think my diary is reasonably accurate. 

Now, let me ask you, when Prince says he contacted you twice a week 
for a year anda half, would you question that, Mr. Green ? 

Mr. Green. May I get this straight, Senator 

Senator McCarrny. Certainly. 

Mr. Green. If you read the record there as to the amount of the 
people that I am supposed to have represented and that I have called 
in their behalf. How many is that, that I have called on their behalf; 
how many do you have there? 

Senator McCarruy. Prince estimates it would have been 20 or 30. 
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Mr. Green. Well, that is enough. I believe that Mr. Prince is per- 
taining to calls that I may have made on applicants that asked me to 
find information. 

I asked you a question there. You have the record there, I believe, 
as to these different people. How many were there / 

Senator McCarrny. I don’t know. You see, we are trying to get 
the information from you. 

Mr. Green. Well, I don’t know. 

Senator McCartuy. Mr. Green, now, you listen to me. 

Mr. Green. Iam trying to listen to you, Senator. 

Senator McCartuy. What I mean, we cannot know unless you tell 

us. 
Mr. Green. Well, I could not tell you. 
Senator McCartruy. Would you be kind enough—will you? You 
see, we are trying to get this information from you. You seem to labor 
under the impression that we have a record of everything before we 
ask you and before you answer. Well, we have not, except insofar as 
this diary shows. 

Now, L am trying to find out from you, No. 1, whether you think Mr. 
Prince’s testimony about calling on the average of twice a week for 
a year anda half. Do you think that is correct or incorrect ? 

‘Mr. Green. In respects to all of these—— 

Senator McCarrnuy. Anything. 

Mr. Green. All of these things—I couldn’t—I don’t recall. 
couldn't recall. 

Senator McCarruy. Well, let me ask you something else, now. 
What other services did you perform for American Lithofold besides 
calling RFC? 

Mr. Green. I don’t know what—besides what ? 

Senator McCarruy. Besides calling RFC. 

Mr. Green. I handled their claims in the General Accounting 
Oflice. 

Senator McCarrnuy. You had their claims before the General Ac- 
counting Office ? 

Mr. Green. That is right; I told you I handled a claim of the Navy 
Department which saved the Government and the Navy Department 
$120,000 of the taxpayers’ money. 

Senator Munpr. Why did you contact Mr. Prince? Is he a special 
friend of yours? 

Mr. Green. Mr. Prince has been a good friend of mine. 

Senator Munpr. Well, explain your relationship with Mr. Prince. 

Mr. Green. I have known Mr. Prince for quite a period of time. 

Senator Munpr. When did you first meet him ? 

Mr. Green. I believe 

Senator Munpr. Did you first meet him in Washington? 

Mr. Green. Well, I believe—I don’t recall when I first met Frank. 

Senator Munpr. Well, how did you meet him; in what connection ? 

Mr. Green. Senator, I could not tell you how I just—I don’t re- 
member. 

Senator Munpr. Well, now, wait a minute, you are saying he is 
a special friend of yours, and you do not know how—— 

Mr. Green. Well, Senator, you see, I have met lots of people in 
my life, and I don’t remember where I met them, and I don’t remember 
where I met Frank Prince. I could not answer that. 








656 INFLUENCE IN GOVERNMENT PROCUREMENT 


Mr. Munpr. Well, did you live in the same town ? 

Mr. Green. No, Frank never lived in the same town with me. 

Senator Nrxon. Mr. Chairman, I think it is obvious that this wit- 
ness is in no condition to testify today. I suggest that we postpone 
his testimony until he is fit to testify. 

Senator Munpr. I think that is perfectly clear. 

Senator Hory. Well, now, let us proceed; I want to get through 

Senator Munpr. The witness is not in a condition to testify, M: 
Chairman. 

Senator Nrxon. That is right. 

Senator Munpr. You have been drinking? 

Mr. Green. Why, I don’t know what you are talking about. Ar 
I not answering the questions properly or to the best of my ability’ 

Senator McCarrny, You have been drinking, have you not—re- 
member you are under oath. 

Mr. Green. I don’t understand this. What is it that—— 

Senator Munpr. Have you been drinking? 

Senator Nrxon. When you were before the committee before, you 
were able to answer questions. 

Mr. Green. I beg your pardon? 

Senator Nixon. You were able to answer questions before, when you 
were before the committee. 

Mr. Green. And I am trying as best I can now. 

Senator McCarruy. What does your counsel have to say? 

He is about to say something. 

Mr. Murreny. Can we go off the record a moment, Mr. Chairman; 
and can we approach the committee ? 

Senator Hory. Yes. 

(Short interval—discussion outside the record.) 

Senator McCarruy. I think, for the witness’ own protection, if he 
has been drinking, we don’t want him to perjure himself. 

You have been drinking? 

Mr. Green. Senator, I have with me my counsel and—— 

Senator McCarruy. Now, just for your own protection, Mr. Green, 
if you have been drinking, you are contradicting the testimony that 
you gave the other day and the record at this point would appear 
to have you perjuring yourself. If that is so, we don’t want you to 
perjure yourself, if you had some liquor. For your own protection, 
if you have been drinking: 

Mr. GREEN. I believe you can leave that up to the chairman. I am 
trying to answer these questions the very best way that I see fit, and 
I think I can continue to do so. 

Senator McCarruy. Have you been drinking anything today? 

Mr. Green. I had a highball. I had one Martini at lunchtime. Is 
there anything wrong with that, Senator? 

Senator McCarruy. No. I don’t think there is anything wrong in 
that. 

Mr. Green. Well, then, what is all of this—— 

Senator McCarruy. Will you tell us now how much you have been 
drinking before you came on the stand ? 

Mr. Green. I don’t know what you are talking about. 

Senator McCarrny. Well, I am trying to find out how much you 
have had to drink before you came on the stand. 
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Mr. Green. I told you, I had a Martini at lunchtime. 

Senator McCarruy. Only one? 

Mr. Green. Only one. 

Senator McCarruy. That is all you have had to drink today‘ 

Mr. Green. Yes, that is all. 

Senator McCarruy. Well, how do you feel? Do you feel fit to 
testify ¢ 

Mr. Green. I certainly do. 

Senator McCarrny. O. K. 

Mr. Green. I certainly do. 

Senator Hory. We may take a recess with this witness for a few 
minutes. In the meantime, I will call another witness. 

Senator McCartuy. May I state, just for the protection of the 
witness, that if counsel feels that this man is not competent to testify, 
for his own protection—he has been asked under oath, and it is cer- 
tainly improper to have him perjure himself if he does not know what 
he is doing. 

Senator Hory. You may be excused for a while. 

Mr. Morruy. Thank you, Senator. 

Senator Hory. Mr. James P. Finnegan. 

Mr. Finnecan. May I speak to the committee—before I say any- 
thing? 

Senator Hoey. Yes. 

Mr. Frnnecan. I have no attorney with me. I happen to be an 
attorney myself, and I happen to be the subject of a grand jury in St. 
Louis, and I waive immunity. 

Senator Hoty. You say you do waive immunity ? 

Mr. Frnnacan. Yes, I do. 

Senator Hory. Well, then, hold up your right hand. 

Do you solemnly swear that the testimony you give in this case is 
the truth, the whole truth, and nothing but the truth, so help you God # 

Mr. Finnecan. Yes. Thank you very much, Mr. Chairman. 

Senator Horry. Have a seat. 

Senator McCartny. Mr. Finnegan, 1 might say that you are 
waiving nothing. 

Mr. Fixnecan. O. K. I don’t know you, Senator McCarthy, but I 
have seen your picture. Mr. Mundt and a few of you folks—excuse me, 
I should call you “Senators”—I do know. 

Now, thank you. 

Mr. Chairman, I have seen pictures of you so much that I think I 
know you. 

Senator Hory. The photographers will proceed to take their photo- 
gr aphs now. 

(Short interval—photographs taken.) 

Senator Nrxon. Off the record. 

(Discussion was had outside the record.) 


TESTIMONY OF JAMES P. FINNEGAN, PRACTICING ATTORNEY, 
ST. LOUIS, MO. 


Senator Horr. Mr. Finnegan, give the reporter your name and 
location. 


Mr. Finneean. Iam James P. Finnegan. 


81249—51—pt. 3 30 
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Senator Hory. Your home address? 
Mr. FinneGan. 6230 Delore, St. Louis. 
Senator Hory. What is your position ? 

Mr. Finnecan. I am a practicing attorney. 

Senator Horry. What is that? 

Mr. Fryneaan. I said, 1 am a practicing attorney at law in the 
community of St. Louis in the State of Missouri. 

Senator Hory. All right. What official position have you held for 
several years 4 

Mr. Finnecan. Well, I graduated from the St. Louis—— 

Senator Hory. I mean, in the Government ? 

Mr. Finnecan. While with the Government, I was collector of in- 
ternal revenue. 

Senator Hory. Collector of internal revenue, for the St. Louis 
district ? 

Mr. Frnnecan. That is right. 

Senator Hory. For what time? 

Mr. FinneGan. I was appointed in 1944. 

Senator Hory. All right; and served until when ? 

Mr. Finnecan. Until AprilyI would say April, about, 1951. 

Senator Hory. Now, during that time—— 

Senator Munpr. Mr. Chairman, if I may interrupt, I would like to 
extract something of his past record. 

Would you mind telling the committee the time of your graduating 
from law school, and so forth ? 

Mr. FinneGan. I happen to be 50 years of age. I was born January 
20, 1901, in the city of St. Louis. 

I graduated from St. Louis University Law School in 1922, and I 
practiced law in the city of St. Louis. 

I was police judge from 1934—I mean just about average, 1934—I 
was prosecuting attorney for about 8 years and then I sat on the con- 
vention. I was elected at large, and I always think that is my greatest 
honor, because I was elected at large, like you Senators are—I mean, 
from the States where you come from. We had a new constitution at 
that time, and I think that is about the average, outside of the fact 
that I was appointed by the President of the United States as col- 
lector of internal revenue. 

Senator Munpr. And that is the only appointive job that you 
held; it was this? 

Mr. FinnrcGan. I would say yes, that is the only appointive posi- 
tion that I had. 

Senator Hory. And that was from 1944 to 1951? 

Mr. Finnecan. Yes, yes; you are right. 

Senator Hory. And during this time that you were collector, you 
eontinued the practice of law in St. Louis? 

Mr. Finnecan. That is right. 

Senator Hory. At what date did you first have business connections 
with the American Lithofold Co. ? 

Mr. FinnecGan. I would say in the fall of 1948. 

Senator Hory. What was the character of your employment? 

Mr. Finnecan. I Was—might be referred to as administrative as- 


sistant, I mean, to the general individuals who operated the business, 
by Mr. R. J. Blauner. 
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Senator Hory. All right. What duties did you pe rform in connec- 
tion with this employ ment in St. Louis or elsewhere ? 

Mr. Finnecan. Well, I have known Mr. Blauner for a long period 
of time, and I have the good fortune, or the unfortune, to hear him 
testify, the witness, yesterday afternoon. I have been here for 1 

week under Mr. F lanagan’ Ss subpena, and I thought I was going to go 
on about 11 o'clock yesterday morning, and I] listened to the testimony 
on Mr. Blauner. 

At about September 1948 we were sitting in the Missouri Athletic 
Club, which is a club similar to all the clubs, I guess, in the big cities, 
in the communities. We got to talking around a little bit, and he 
wanted to know, he said: “ Are you interested i in getting into the form 
business?” I said, “The oe business? That is about the furthest 
removed from my mind.” I said, “I have been thinking about getting 
into a lot of business, you know.” And he said, “Well,” he said, “my 
son, R. A., has just about jumped the traces.” I mean, it was a per- 
sonal situation, and I have to go into it, but I mean— Well, he said— 
Well, it was an open community and an open situation, and I went 
along with his thinking on the thing. 

And he said, “Well,” he said, “vou probably can do _ e to assist 
in this program than anybody else.” And I said, “Well, I will try to 
do it if I can.” 

Senator Hory. All right. Now, what was the character of your 
duties ¢ 

Mr. Firnnecan. Well, I was known, I guess. as his administrative 
assistant. I mean, that is the title that I would assume that I took 
on at that time. 

Senator Hory. All right. And what were your duties? 

Mr. FINNEGAN. Well, his son needed a little bit of financial assist- 
ance, and, furthermore, everything else, and we talked about it, and I 
said, “All right, anything T can do, I will be glad to help,” at that 
time. 

Senator Hory. All right. Well, now, with reference to that, was 
that—was that one of the times you arranged to make a loan for him? 

Mr. Finnecan. Yes, with the T argrove "Bank, aman by the name of 
Mr. Leschen, a very close friend to me. He was the president of 
the company, and the money that they needed, why, I didn’t know at 
that timethat I could get it myself, but it was fortunate that we could, 
and so we went in there, and there was a family by the name of Les- 
chen, and if you spoke to those in the community, they might know 
the Leschen family, that owned the company, and—— 

Senator Horry. Well, I do not want all of those details. 

Did you arrange the loan? 

Mr. Finnecan, Yes, I arr: anged the loan. 

Senator Hory. And he went on a note with Mr. Blauner ? 

Mr. Finnecan. Yes. 

Senator Horry. And you succeeded in getting the loan ? 

Mr. Finnecan. Yes, and the money was turned over to R. A. 
Blauner. 

Senator Hory. And there.was a question about some of the stock—— 

Mr. Finnecan. I don’t know so much about that: that would be, I 


mean, for the controller to handle; that would be something I wouldn’t 
know about. 
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Senator Horry. Did you arrange for any other loan? 

Mr. Frynecan. Yes, I did. 1. arranged the $7,000 loan sometime a 
little bit later thereafter. 

Senator Hory. Did you arrange any other loan? 

Mr. Finneran. Weil, I think I did, but I can’t—I can’t find chec ‘ks 
in my group of operations, so it must have been made directly through 
those people—I mean, through Blauner and everybody else. 

Senator Hory. All right. What other duties did you render to the 
company in St. Louis aside from assisting in these loans? 

Mr. Finnecan. Well, I always thought I was very much of assist 
ance to Mr. Blauner in the general oper ration. 

Senator Hory. Well, what were your duties ¢ 

Mr. Finnecan. I don’t get you, Senator, please—— 

Senator Hory. What duties did you perform in connection wit) 
that employment in St. Louis? 

Mr. Finnecan. Well, outside of that, I think I assisted in possibly 
getting some—I mean, representations with business people in—you 
know, 1 in the general community, just like you folks would. 

Senator Hory. Well, did you contact people in behalf of the 
company ¢ 

Mr. Frynecan. Yes, I did, I contacted two or three people. | 
contacted, as I have testified to Mr. Flanagan or one of your investi- 
gators, Mr. Flanagan, I think, the Anheuser-Busch Brewing Co.. 
people like that, very influential people, and Mr. Gaylord—I mean, 
that was the Gaylord Box Co., people like that. 

Senator Hory. All right. You contacted them about business ’ 

Mr. Finnegan. Yes, I would say business with the American 
Lithofold Co. 

Senator Horry. All right. What connection did you have with 
the various loans, either one of them, with the RFC here in Wash- 
ington ¢ 

Mr. Frnnecan. Well, the only connection that I ever had with the 
RFC was that Mr. Leschen, who was the president of the company 
at that time, spoke to me and said—Mr. Alexander, who was then the 
administrator of the company, said he would like to talk to me about 
the salary situation and I said, “What do you mean by salary?” 

Senator Hory. You mean Mr. Alexander who was the manager of 
the loan ? 

Mr. Finnecan. Yes; he was the administrator of the St. Louis— 

Senator Hory. Branch? 

Mr. Finneoan. Yes; and he said, “Well, no one seems to be able to 
handle R. J. Blauner but you,” he said, “on the salaries of Mr. R. 
Blauner and Mr. Bridell.” 

Well, I said, “Does that come under my category of operations!” 

He said, “Well, whether or not it does or not, it would be very—it 
would be helpful to everybody,” he said, “if you want to do it,” he 
said, “because it looks like a company that is really giving good ser\ 
ice to the community,” he said, “You are employing ‘around 500 
people,” he said, “You have got a 3-term operation, I mean, everyday.” 

I said, “Well, all right, if that is true, I would be glad to do it.” 
because I happened to know Mr. Alexander. 

I mean, we were not strangers. He was administrator of one branch 
and I was administrator of another branch and so I made the arrange 
ments for him to have fellows say “Hello” to him. 
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Well, we talked about it and pretty soon we had the salaries reduced 
from $36, 000 down to $18,000, and that was as far as I went as far as 
the RFC loan is concerned. 

Senator Horny. What had you tv do with the loan in Washington? 

Mr. Frnnecan. That is all, as far as the office—you mean who I 
talked to, Senator ? 

Senator Hory. Anybody in RFC in connection with the loan, 
Washington here. 

Mr. Finnecan. Well, one time I walked into Mr. Prince’s office. 
[ did not know him very well, and knowing me as people know me in 
St. Louis, I think they know I am very impetuous. 

[ walked in very fast and I said, “As far as those salaries are con- 
cerned, just forget about them,” I said, “until you hear from St. Louis.” 
Senator Munpr. Did you go in alone to see Mr. Prince or was some- 

body with you? 

Mr. Frnnecan. No; I walked in his office. 

Senator Munpr. I mean, were you alone / 

Mr. Finnegan. Yes, sir; I was. 

Senator Horry. Was there anybody else you talked to besides Mr. 
Prince? 

Mr. Finnecan. Yes; I knew Ed Willett and I said, “As far as the 
loans are concerned, I think it is going to take care of itself and forget 
about it,” I said, “I have no interest, get me straight,” I said, “I have 
no interest in the operation,” I said—that was the end of our conversa- 
tion. 

Senator Horry. Allright. Did you discuss with anybody else in the 
RFC? 

Mr. Finnecan. Not a single soul, Senator. 

Senator Horry. All right. Now, how long have you been in the 
employ of the company—from 1948 until now ? 

Mr. Finnegan. Yes; 1948. 

Senator Hory. All right. Now, during this time, I believe the 
records will disclose you have been paid salaries or bonuses in an 
amount aggregating something about $210,000 in salary. 

Mr. Finnecan. Well,I mean that could be true. I mean, I wouldn't 
know that, because I don’t have any records on that, but I understood 
that Mr. Stanhope testified here yesterday and I think that any records 
that he had for any payments to me would be correct, as correct as 
could be. You see, I have been checked by the Internal Revenue 
Department for 1947, 1948, and 1949, and everything is cle: ane: 

Senator Hory. I said $21,000. I think the salar y was over $23,000; 
the expenses were a little over $21,000. 

Mr. Finnecan. Was that $23,000, is that right ? 

Senator Hory. Now, these expenses that aggregated some $21,000, 
what were those expenses that you collected in the sum of $21,000 for? 

Mr. Finnecan. Well, I would say—I would say they were just 
the—they wouldn’t have anything to do with RFC. 

Senator Hory. I did not ask about that. What were the expenses 
which aggregated $21,000 ? 

Mr. Finnegan. I would say that the amounts would have to do with 
political appointees plus a little bit of entertainment and some of them 
were disallowed and I had to pay additional tax. I mean, some of 
them were amounts that, [ mean were disallowed. 
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I entertained my Governor from my own State one time and I found 
out I couldn’t do that. I didn’t know that until after. That was 
disallowed. 

Senator Munpr. The books show that you got $21,000 in expenses 
and 

Mr. Finnecan. Yes; but I am talking about being checked by the 
Internal Revenue in 1947, 1948, and 1949 and some of the money I got 
I was disallowed for them. 

Senator Munpr. By the Internal Revenue? 

Mr. Fryneaan. Yes. 

Senator Munpr. That is not by the company ? 

Mr. Frnnecan. No, I mean by the Internal Revenue. 

Senator Munpr. This may be kind of a rehash, but if you will tell 
us what you spent that $21,000 for, it would be helpful. 

Mr. Fixnecan. I don’t understand you, just from here. 

Senator Munpr. If you can tell us what you spent that $21,000 for, 
it would help us. 

Mr. Fixnecan. I would say that the $21,000, I guess you would 
have to break that down yourself because that was broken down by 
the Internal Revenue Department. I think your investigators could 
break that down better than me, Mr. Flanagan. 

Senator McCarry. I understand that the investigators do not 
have your vouchers to show what you spent the money for. 

Mr. Finneean. I don’t think that’s true. 

Senator McCarrny. He said he did see a voucher for $500 or $600 
in expenses, he would see those vouchers but he would have no way 
of knowing what they were for. 

Mr. Finnecan. I don’t know—I do not believe that is true because 
Mr. Coy and Mr. Franklin, of Chicago, who were sent as special in- 

vestigators, they broke me down pretty well, or at least I thought 
they ‘did. 

Senator McCarruy. Could you give us some idea of a typical 
month’s expenses? What did you do? Did you give gifts or 
gratuities? 

Mr. Finnecan. No; I didn’t give gifts to anybody. 

Senator McCarrnuy. You did not give gifts to anybody? 

Mr. Frnnrcan. No. I might know you, Senator, and I might say, 
“Let’s have a little dinner,” or I might call up Senator Mundt and 
said, “Let’s” and if I went over to the Shoreham, I can spend $800 
faster than you think I could spend it. [Laughter. ] 

And I did it, too. 

Senator McCarrny. Let me just ask you this: Of the $21,000, how 
much would you say was spent entertaining Government officials? 

Mr. Finnecan. Oh, I would say some of—oh, I would say an amount 
that was disallowed. I would have to figure the amount that was dis- 
allowed because I didn’t come up with the names, you know. 

I had a couple of investigators from the Treasury Department. and 
which you know something about the Treasury Department, they 
really break you down, they “break you down pretty close, I mean, you 
have to come up with the names and those names were disallowed, 
every one of them. 

Senator McCarruy. That is to say, after filing the internal revenue 
tax returns, the Treasury Department investigated and disallowed 
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those items of expenses which represent entertainment of Government 
officials? 

Mr. Finnecan. That is right; and any State officials or any officials. 

I did not know that, I want to be frank with you, I will excuse 
myself for my own ignorance. I thought that I could take out my 
Governor of the State, and it cost me about $750. 

Senator Nixon. Could I ask some questions 

Senator McCarruy. In just one moment, please. How much was 
this disallowance ? 

Mr. Finnecan. I would say about—well, about 15 percent of my 
operation. 

Senator McCarruy. What would that be, about $3,000? 

Mr. Finnecan. No; I would say it would be more than that, be- 
cause I paid over about $3,500. 

Senator McCarruy. Beg pardon? 

Mr. FinnecGan. I paid over about $3,500 back. 

Senator McCarrny. Let us see. So that would be about 

Mr. Frynecan. I would say about twenty-some-odd percent; yes, 

would say. 

Senator McCarruy. Some 20 percent? 

Mr. Finnecan. Yes; was disallowed. I was very much disap- 
pointed. I thought I could take off some of it, but I couldn't. 

Senator McCarrny. Could you give us an estimate how many 
thousands of dollars were disallowed ¢ 

Mr. Finnecan. I couldn’t do that, but I can get it for you. I will 
be glad to, because it is—I mean, it is a matter of record, there isn’t any 
question about it. 

Senator McCarrnuy. Let me ask you this: You say the additional 
tax was $3,500 because they disallowed the entertainment expense of 
Government officials. Will you tell us what bracket you were in and 
we could easily estimate how many thousands of dollars you were 
disallowed—were you in the 35-percent bracket or the 30-percent 
bracket ? 

Mr. Finnecan. Well, I couldn't tell you that, Senator. Iam sorry. 
I mean, I wish I could. 

Senator Munpr. Were you in a higher bracket than 50 store 

Mr. Fixnrcan. Well, I don’t know what you are talking about, 50 
percent, because I am not a tax expert. 

Senator Munpr. Well, you were in the Internal Revenue Depart- 
ment, you ought to know something about taxes. 

Mr. Finnecan. Senator, I was administrative assistant. I was ap- 
pointed by the—I am not a tax expert, I want to answer it that way. 
Senator Munpr. You mean you do not know what bracket—— 
Mr. Finnecan. I mean, the internal revenue agents could tell you, 

and they will tell you, when you are in a different bracket. 

Senator Munpr. Well, what I am asking you is not whether you are 
a tax expert but whether when you pay your taxes you are in a higher 
bracket than 50 percent. 

Mr. Finnecan. Well, I would say I was in the 40-percent bracket. 

Senator Munpr. Forty-percent bracket ? 

Mr. Finnecan. I would say I am. I mean, I was led to believe 
that. Now, 1 don’t know. I tell you I am not a tax expert and I am 
not telling you I am a tax expert, because I am not and—— 
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Senator Munpr. Well, that is close enough. 

Mr. Frnnecan. I mean, you wouldn’t want me to be a tax expert. 

Senator Munpr. Then if you were in that bracket some $8,000 or 
$9,000 was disallowed ? 

Mr. Finnecan. That is right. 

Senator Munpr. That was it? 

Mr. Finnecan. That is right, yes; you are right as can be. 

Senator McCarruy. Let me ask you this: Was your entertaining 
of Government officials for the purpose of creating good will and 
getting additional business for the Lithofold Co. ? 

Mr. Finnecan. No; I would say—I would say it was—I would say 
it was, again, like all of you folks here, that is the way—I mean, | 
like to do things and I think you folks back home like to do the same 
things I want to do—I mean, you want to get constituents, you want 
to get people voting—I mean, after all is said and done, after all is 
said and done it isn’t the only thing, having business—I mean, all of 
us like to have a lot of friends, don’t we, sometimes, huh? 

Senator McCarrny. Let us get down to this, now. The Blauner 
Co. pays you an item for your expenses. 

Mr. Frynecan. That is right. 

Senator McCarruy. And the expense account was to cover those 
expenses having to do with promoting business with the company, not 
to promote personal friends of yours—right ? 

Mr. Finnecan. Well, that is true, too, but how can you get business 
for a company if you haven’t got personal friends, and you know that 
because you can’t get votes back home unless you have personal friends, 
can you ? 

Senator McCarrny. Sometimes your enemies help. 

Mr. Finnecan. I mean, that is the truth of the situation, so why 
kid about it? 

Senator McCarrnuy. Well, let us, if I may—about $9,000 or there- 
abouts was apparently disallowed because that represented entertain- 
ment of Government officials over a period of two and a half or 3 
years—— 

Mr. Finnecan. Well, I don’t have that. You would have to have 
Mr. Stanhope here or Mr. Franklin. 

Mr. Fianacan. For the record, the expenses were incurred over a 
period from the fall of 1948 up to date, which would make it about 
three or three and a half years. 

Senator McCarrny. All right. Now, let me ask you this: Do you 
feel that you got any business for the company because of the $9,000 
that was spent for entertaining? 

Mr. Finnecan. Well, I would say that—I would say this to you, 
that—yes; I would say to you that. : 

I mean, in the operation that I performed—in my thinking of life, 
I am always thinking about trying to help the other fellow. You 
know that; don’t you? Iam just like you. I would figure about life, 
and if you went : 

Senator McCartrny. I think you have answered. 

Senator Unperwoop. Mr. Chairman, if you don’t mind, I would 
like to have the witness elaborate on that point. [Laughter.] 

Mr. Fiynecan. I think that is the way we all believe about life. I 
mean, if you can’t give something, you can’t get something. 
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Senator Hory. Are you through! 

Senator McCarruy. Not quite. 

Mr. Finnegan, I am not trying to badger you in this, but it is very 
important to us to get this point ‘cleared up. 

Your thought is then that, while you were on the payroll of the 
Blauner Co. and spent roughly $8,000 or $9,000 entertaining Govern- 
ment officials, you feel that was a profitable operation; that the 
Blauner Co. got their money’s worth and that you suce eeded in get- 
ting enough “good will so as to get enough additional business. so 
Blauner did not lose because of th: at partic cular operation ? 

Mr. Finneaan. I would say “Yes,” and I would say it wasn’t used 
for the purpose of influencing; it was for the purpose of good will. 

Senator McCarruy. Thank you. 

Mr. FuanaGan. Previous testimony indicated that you recommended 
Mr. Green for employment in the American Lithofold Co. How 
long have you know n Mr. Green / 

Mr. FINNEGAN Well, I—way back in the old days, I mean, when 
you are in aioe I think I can speak freely with these Sen- 
ators here; I mean 

Senator Nrxon. Then you admit you have been in politics? 

Mr. FinneGan. Well, why should I be here? I would say that I 
met Cecil way back in the old days and I met him—and I say in 
good graciousness that I was very much perturbed when he let him- 
self out on the bad limb; you know that, gentlemen. 

I feel very bad about this because I always thought he was a good 
citizen—he was in Missouri, in Jefferson City, about 1930 or 1936, 
something like that, even before we even knew when we could— 
well, I mean, between Democrats and Republicans—I mean, so we 
could come back into the picture—you can see that yourself, Sen- 
ators 

Senator Nixon. When did you meet him? 

Mr. Frnneean. I think in 1926. You know all I knew he was back 
in Missouri and Mr. Blauner needed a little help. I would say— 
well, I guess that Mr. Blauner needed help so I said, “If you want a 
good man, how about Green ?” 

Mr. Fuanacan. What help did Mr. Blauner need at that time? 

Mr. Frnnecan. Well, he looked like he needed somebody that was 
all right. 

Mr. Fianagan. I did not get that. 

Mr. Finnecan. I said—should I speak into this speaker [indicat- 
ing|¢ I mean, I have to use this all the time ? 

I said Mr. Blauner needed a lot of help about that time because he 
had never been in Washington, only about three times, I mean, in that 
period of time’s space. 

And he said, “Who can I get in Washington?” 

I said, “Get Cecil Green; he is a good “friend of ever ybody that is 
from Missouri”—what would you say / 

Mr. Fuanacan. Iam asking | you what you said. 

Mr. Finneoan. Well, that is what I said—excuse me, folks. 

Senator Nixon. What you meant, Mr. Finnegan 

Mr. Finneaan. That I thought he knew somebody. 

Senator Nixon. You thought he knew the right people? 

Mr. Finnegan. I thought he knew the folks around here so you 
could say, “Hello” to them—y ou know that. 
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Senator Nrxon. In other words, you thought he knew, for example, 
Mr. Boyle and other people who knew their way around in Wash- 
ington ¢ 

Mr. Frxnecan. Well, I would say to you that he did know Mr. 
Boyle and he knew a lot of other folks around here because Missouri 
was starting to come into its own 

Senator Nixon. You mean Missouri was coming into the political 
picture 

Mr. Finneean. Yes. 

Senator Nrxon (continuing). In the country 

Mr. Frxnecan. Yes, coming into—you know, the position. 
{| Laughter. | 

Senator Nixon. Now, getting back to where you knew Mr. Green, 
you knew him, if I understood it, in Kansas City, or did you say 
Jefferson City ? 

Mr. Finnecan. No; I met him in Jefferson City, Mo. We used to 
have, you know—well, you folks have your own conventions and stuff 
and we met at—he originally came from Eldon; he comes from about 
as far south as the Senator there comes from. 

Senator Nrxon. So, you mean—do you/—that you met him at a 
convention ? 

Mr. Finnecan. Yes. 

Senator Nrxon. A Democratic convention ? 

Mr. Frnneoan. Yes; that is right. 

Senator Nrxon. In other words, he was a party worker ? 

Mr. Finnecan. That is right. 

Senator Nixon. From Kansas City ? 

Mr. Frnnecan. That is right—no; I wouldn’t know that about 
him, but I do know he was still in the Democratic committee—— 

Senator Nrxon. He was a part of the Democratic committee? 

Mr. Finnecan. That is right. 

Senator Nrxon. Is that where you got to know Mr. Boyle? 

Mr. Frnnecan. That is right. 

Senator Nrxon. Mr. Boyle and Mr. Green were both part of the 
Kansas City Democratic operation ? 

Mr. Frnnecan. Yes; he was very much definitely in that. 

Senator Nixon. I see; they were on the right side, the side that 
eventually won? 

Mr. Finnecan. I don’t know whether the right side or the wrong 
side—yes; that is right, Senator. 

Senator Nixon. In other words, they won ? 

Mr. Frnnecan. Yes. 

Senator Nrxon. And they were apparently both parts of what was 
called the Pendergast machine; is that right ? 

Mr. Finnecan. No; I would not say part of the Pendergast ma- 
chine, because I would say that Cecil came from the very furthest 
south; 1 mean the southernest part of the State—that is, Eldon, Mo.— 
that is where he comes from, where he was born and raised, down 
around there; and, I mean, they have a little different thinking down 
there. They have, you know—well, there is one thing about Missouri; 
we are pretty much separated, I mean, as to who is north and who is 
south. 

Senator Nixon. I mean, after he went to Kansas City he apparently 
worked with the right machine. , , 
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Mr. Finnecan. Oh, I wouldn't know that; I wouldn’t know too 
much about him. 

Senator Nixon. Well, let us put it this way: On the same side as 
Mr. Boyle? 

Mr. Frnnecan. Well, I can say this to you, and I can answer this 
to your question: He was a friend of Boyle’s. Now, will that answer 
your question ? 

Senator Nixon. I think so. 

Mr. FINNEGAN. I mean, that is what you are trying to get / 

Senator Nixon. Sure; that is right. 

Mr. Finnecan. Here is what I meant: That Boyle and he knew 
each other after they got into some kind of committee. 

Senator McCartrnuy. Might I ask a question ¢ 

Mr. Frnnecan. Yes. 

Senator McCarriry. It appears in the record that Mr. Green worked 
on a truck collecting garbage and he worked in a tavern for 1 or 2 

3 years—I don’t rec call how many—and that appears to have been 
ii extent of his experience, and he was with a construction company 
and he was with a real-estate firm after he came to Washington. 

Now, did you recommend Green for this job because of any partic- 
ular ability he had or did you recommend him rather because he knew 
the right people from Missouri who were in power in Washington ? 

Mr. Finnecan. Well, I mean, I would say that—that wouldn't be 
a question that you should be putting to me, but I will answer it for 
you, 

Senator McCarrny. Well, I know that some of these questions will 
be embarrassing, but we have got to ask you- 

Mr. Finnecan. I will do this with you, Senator: I will say to you 
that Green has been around here about 11 years and he knew a lot 
of folks, and so I recommended him. 

Senator McCarrny. In other words, you thought he had the—— 

Mr. Finnecan. I thought he knew folks. 

Senator McCarruy. And by “knowing folks” you mean folks 
who—— 

Mr. Frnnecan. Yes. I don’t mean to say that I thought he would— 
he would not abuse the situation or any thing like that. 

Senator McCarrny. For example, his daughter was working for 
the President—right ? 

Mr. Finnecan. Well, I didn’t know too much about the situation. 

Senator McCarrny. And he had worked for Bill Boyle himself 
for a while? 

Mr. Finnecan. I mean, that is newspaper remarks, newspaper 
statements. 

Senator McCarrny. So that by “knowing folks” you had this in 
mind, that he knew the right folks in power in Government and so he 
was helpful 

Mr. Finnecan. Well, I don’t think I should answer this. I 
shouldn’t answer that the way you put it. I think I should answer 
this by saying he knew what it was all about. He was here for 11 
years, and anybody who has been in Washington for 11 years who 
doesn’t know folks, why, then, he should not be in Washington that 
long. {Laughter. ] 

Senator McCarrny. I do not want to badger you, but I think this 
isa fair question. If it is not, why, tell me. 
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Is it not correct that you recommended he be hired because of his 
contacts, his connections with the politicians who happened to be in 
power, and you thought in that way he could help the Lithofold Co 
in doing business with the Government and getting RFC loans‘ Did 

ou 
' Mr. Frynecan. No, Senator. 

Senator McCarruy. Now, wait a minute, I mean 

Mr. Frynecan. I would like to answer your question “Yes,” but 
I cannot answer the question that way, because that is not true. 

I would say to you that any individual, as I answered before, wlio 
was around here as long as he was and he didn’t know his way around, 
then he should go back home. [ Laughter. |] 

Senator McCarruy. Well, let me ask you this. You saw Mr. Green 
on the stand today. Do you think he knows his way around enough 
to be worth $10,000 a year? 

Mr. Fryneoan. I would say he is worth more than that. 

Senator McCarruy. Because of his personal ability or because of 
his contacts? 

Mr. Frnnecan. Well, now, that—you have given me—you are giv- 
ing me a question that is very difficult to answer, but I can answer to 
you and say that for $12,000 and he is getting paid from American 
Lithofold, he has earned 

Senator McCarry. Earned it because of his contacts? 

Mr. Frynecan. No; I would say he has earned it because he has 
been able to operate the way he feels he should operate. I mean, no 
individual can discuss any other person’s ability to operate. 

Senator McCarruy. Let me ask you this. If Green had been an 
enemy of Bill Boyle and had been an enemy of the people from 
Missouri who were in power, you certainly would not have recom- 
mended him then; would you ¢ 

Mr. Frxnecan. Well, I wouldn’t have known him, I guess, by that 
time; I don’t think I would have known him. [ Laughter. | 

Mr. Franacan. Mr. Finnegan, Mr. Willett indicated you contacted 
him at the RFC office here in Washington on March 29, at which time 
you met with Mr. Dodds, an official of the RFC. Do you recall that 
meeting on March 29 with Mr. Willett ? 

Mr. Frnnecan. Well, I know Ed Willett, but I don’t know Mr. 
Dodds. 

Mr. FuanaGan. Do you recollect that meeting ? 

Mr. Fryneoan. No: I don’t recall it at all. 

Mr. Fuanacan. Did you come to see him about the Lithofold loan? 

Mr. Frynecan. No; I did not. 

Mr. Fuanacan. All right. Now, Mr. Dodds is one of the exam- 
iners—— 

Mr. Frnneean. Mr. who? 

Mr. Fuanacan. Mr. Dodds is one of the other officials—— 

Mr. Finneean. Well, 1 wouldn’t know Mr. Dodds if he walked into 
this room right now. I don’t think I knew any of the examiners, 
outside of Mr. Symington. 

Mr. FianaGan. That was from the diary. The diary further in- 
dicates that on August 30, 1949, you conferred with Mr. Willett re- 
garding American Lithofold’s loan. Do you have any recollection 
of that ? ’ 
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Mr. Finnecan. No, sir; I do not, Mr. Flanagan. 

Mr. Fuanagan. If you came to Washington to confer concerning 
this loan who would have sent you 

Mr. Finneoan. If I come to Washington, I would have come on my 
own, because I have been in Government service for 7 years and it 
wasn’t—not a single penny I spent of the Government’s money—— 

Mr. Fuanagaan. I don’t think that answers my question. 

Mr. Frnnecan. Well, I mean, it answers a lot of other people’s 
questions that would like to know [laughter |—and not a single tele- 
phone call has been charged to the Government of the “United 
States 

[ don’t mean that; I am sorry. 

Mr. Fuanacan. That’s all right; go ahead. 

Mr. Fryneean. I am sorry I made that statement. I wouldn’t 
have if I had thought of it. 

Mr. Fuanacan. Who would have sent you to Washington in con 
nection with this loan ? 

Mr. Frnneean. I don’t think anybody would because I don’t think— 
because everybody knew that I had nothing to do with any Govern- 
ment operation as long as I was still with the Government of the 
United States. 

Mr, Fianacan. Then you want to state that during the entire time 
you were with the American Lithofold your business with that 
corporation was entirely in connection with commercial operations? 

Mr. Finnecan. That is right. 

Mr. Fianacan. Did you ever sell any forms for the company ? 

Mr. FinneGan. No, I wouldn’t say I sold anything, I wouldn’t—I 
have talked to a lot of folks about it, about selling. 

Mr. Fuanacan. Did you ever convince anybody they should buy—— 

Mr. Finnecan. I mean, locally, I tried to, but I was a very—I 
guess I was a poor salesman, either that or they had contacts with the 
local people. 

Mr. Fuanagan. Did you handle any legal matters for the firm ? 

Mr. Finneean. No legal—no, I was just administrative assistant 
to Mr. Blauner. 

Mr. Fuanacan. And your only job, then, the majority of your work 
was to assist on these two loans 

Mr, Finnecan. I was administrative assistant to Mr. Blauner, and 
to consult with him if he thought he should talk to me about anything. 

Senator Munpr. In that connection, do you know how you could 
hold the two jobs at the same time? I mean, when the President, 
President Truman appointed you to that job in St. Louis—what was 
your title? 

Mr. Finnegan. You mean, when I was appointed ? 

Senator Munpr. Appointed, yes. 

Mr. Finneean. I was appointed as collector of internal revenue. 

Senator Munpr. Well, was that not supposed to be a full-time job? 

Mr. Finnecan. Well, I mean it is—it is a full-time job in Missouri 
now, but it wasn’t then. 

But, I was appointed because my superiors told me that I could give 
as little time or as much time as I wanted to giv e to it. 

Senator Munpr. What was the Government’s salar y for that? 

Mr. Finnecan. I don’t understand—what the Government’s salary 
at that time—it was graduated. 
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Senator Munpr. Well, I mean what-you got. 

Mr. Firyneean. Oh, around $7,000 and we picked up around $10,000, 

But, I want to make this, see, I want to make this very definite to 
you and to everybody here concerned. When I was sworn in by the 
district judge and by the Commissioner of Internal Revenue who 
was then Robert Hannegan, I was instructed that I could practice my 
law and I could do anything I wanted that time. 

Senator Menor. In other words, you did not have to devote any 
certain amount of time? 

Mr. Frnnecan. No. 

Senator Munpr. You did not and you got $7,000 or $7,500 and up 
to $10, OOO—— 

Mr. Finnecan. That is right, and I was instructed 

Senator Munpr. Justa moment. I thought that that was considered 
to be a full-time job, but you were told that it wasa part-time job / 

Mr. Frnnecan. And not only that, and not only by him but a man 
by the name of Walter Seymour who was then our supervisor, who 
is living in California now, he is out of the service, he told me the 
same thing. 

Senator Munpr. I just wanted to know. That was in 1944 and long 
before that, in my State, that job was a full-time job. 

Mr. Finnecan. Yes, but if you think all of the 64 collectors in the 
whole community—all of them have operations or business in the 
whole country, they go from the oil business into the automobile 
business and they are in every other business. 

Now, I don’t know whether any change has come in the thinking 
about that so far, but it is the only job ‘that you have that you can 
vive—I mean, that will offer that kind of a—I am thinking 

Senator Munpr. I didn’t get that last statement. 

Mr. FrynecGan. I said it is the only position that a Senator has that 
will give to that individual that feeling he has a free rein to carry on 
just as he was before. I think that is true. I think that is all you got 
left, I think all of the rest of them are under civil service. 

Senator Munpr. I do not know, I never appointed any, so I would 
not know. [Laughter. | 

Mr. Frinnecan. Well, it is always a good thing to remember, 
Senator. 

Senator Munpr. Well, I admit—— 

Senator Nrxon. Off the record. 

(Discussion off the record.) 

Mr. Frnnecan. Excuse me, but, like I say, it is the only good job 
that you got left. 

Senator Munpr. Well, I just wanted it straightened out, because 
in my State it isa full-time job. 

Mr. Finnecan. I think it is the truth, it is the only good job that 
is left. I mean, everything else is pretty much under civil-service 
reins and you are really tied down by the operation of civil-service 
regulations. 

Senator Munpt. While you were practicing law and also having 2 
position from the Federal Government did you maintain a law office? 

Mr. Frnnecan. Yes, sir. 

Senator Munpr. Were you practicing by yourself or with someone? 

Mr. Fixnecan. No, I was with other attorneys, as a rule. 
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Senator Munpr. Do you mind listing the firms? 

Mr. Frnnecan. Well, with Mr. Eagleton, Mr. Mark Eagleton of 
St. Louis and then I started my own office in the latter part of 1948, 

Senator Munpr. In 1948¢ 

Mr. Finnecan. That is right. 

Mr. Fuanacan. Mr. Finnegan, did you introduce Mr. Olson, Jim 
Olson, to Mr. Blauner in New York? 

Mr. Frynecan. Yes, I did. 

Mr. Ftanacan. Were you present at the time they carried on nego- 
tiations concerning Olson’s working for the corporation / 

Mr. FINNEGAN. ‘No, I did not, and that is one thing I would not—Mr., 
Flanagan, I introduced a lot of folks to a lot of people—we were at 
dinners and things like that and 

Mr. Fianacan. Did you have anything to do with getting Olson on 
this corporation’s payroll? 

Mr. Frnnecan. No, I did not. I don’t know Frank. 

Mr. Fianacan. Did you recommend Olson in any way? 

Mr. Finnecan. No. I mean, what do youmean?/ I did not recom- 
mend him. I introduced him. I didn’t recommend him. 

Mr. FLANAGAN. Were you present when Mr. Olson and Mr, Blauner 
had any business discussion ¢ 

Mr. ae No, I was not. 

Mr. FuanaGan. Did you recommend Mr. Joe Nunan ¢ 

Mr. umiacay. No, I did not. I introduced Mr. Nunan because 
Mr. Nunan was my former Commissioner when I collected. 

Mr. Fuanacan. And did you recommend him for a position as 
salesman ¢ 

Mr. Finnecan. No, I did not. 

Mr. FranaGan. Were you present with Mr. Nunan or Mr. Blauner 
or any other representative of the corporation when they were having 
discussion about the business of the company ¢ 

Mr. Frnneean. I did not; no, sir. 

Mr. FianaGan. Did you introduce Mr. Blauner or any of his repre- 
sentatives to James Connerty, or rather Dan Connerty ? 

Mr. Frxnecan. Well, I don’t know mg the James Connerty you 
refer to. I Know Dan Connerty because I did introduce him to folks, 
because we were at a dinner one time in Chicago, I think a collectors’ 
meeting or something. 

Mr. FLANAGAN. Were you present when any representative of Amer- 
ican Lithofold Corp. carried on business negotiations / 

Mr. Finnecan. No, I was not. 

Mr. FLanaGan. Did you introduce any of the Blauners to Walter 
Doxon, who was an internal revenue representative in New Jersey / 

Mr. Frnnecan. No, I did not, a think I even knew Mr. Doxon. 

Mr. Fianacan. Did Mr. R. J. Blauner or any representative of 
the American Lithofold Corp. ever discuss tax matters with you? 

Mr. Finnecan. No, sir. 

Mr. Fuanacan. Never had any discussion at all concerning tax 
matters ? 

Mr. Finnecan. No. I mean, to the best of my recollection, I would 
Say no, sir. 

Mr. Fuanacan. Have you ever given any gifts of any kind to any 
Government official other than entertainment that we have been talk- 
ing about since you have been with American Lithofold Corp.? 
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Mr. Finnecan. No, sir. 

Senator Munpr. Did you ever receive any ? 

Mr. Finneaan. Sir? 

Senator Munpr. Did you ever receive any ? 

Mr. Fryneaan. No, sir. 

Senator Munpr. From the American Lithofold Corp. ? 

Mr. Finnecan. Have I ever received what? 

Senator Munpr. Any gifts or gratuities from the American Litho- 
fold Corp. ? 

Mr. Frnneean. No. Iam on their payroll. 

Senator Munpr. I know that; caniitaee in addition ? 

Mr. Finneean. I don’t think so, I don’t think so—I mean, no, sir: 
no, sir, no. 

Senator Munpr. Any trips, any visits to Florida ? 

Mr. Finnecan. No, sir, I wouldn't say that those were trips. I 
mean, they were charged to me and I think I will have to pay for 
them. I think they will be charged to my income tax. I don’t think 
that is a gift. 

Senator Munpt. Did you ever stay in this house in Miami? 

Mr. Finnecan. I was down there—yes, Miami 

Senator Munpr. Is he going to charge you $50 a day for staying—— 

Mr. Fryneean. I hope he doesn’t because it will be on my income 
tax, you can rest assured, and I will pay for that, because that is the 
way I do business. I do everything on gross business and I charge 
it off to the gross, I think that is the way the investigators will find 
when they investigate my income. 

Mr. Fianacan. Did you ever have discussions with Mr. Blauner, 
Sr., or anyone else concerning the employment of Mr. Boyle? 

Mr. Fryneean. No, sir, Mr. Flanagan. 

Mr. Firanacan. When did it first come to your attention he was 
employed as attorney by the corporation ? 

Mr. FinneGan. Well, I mean as far as dates, you would have to fur- 
nish those dates, I couldn’t do it. 

Mr. FranaGan. Would it be before he was employed or after he 
was employed ? 

Mr. Finnecan. Oh, no, no—after he was employed. I mean the 
dates—any discussion, it would be after his employment. 

Mr. FranaGan. That is, you discovered afterwards—— 

Mr. Finnecan. Yes, that he was on the payroll. I didn’t even 
know he was on the payroll until after. 

Mr. FuranaGan. Were you present when Mr. Green and Mr. Blauner 
and Mr. Toole met in Washington on the 28th of February, 149, 
when they had some discusson about going to see Hise or some dis- 
eussion about going to see Bill Boyle to make an appointment with 
Hise? 

Mr. Finnecan. I would say no. I mean to the best of my recol- 
lection, I would say so, because I wouldn’t even know Mr. Hise, and 
Mr. Hise wouldn’t even know me, I think. 

Mr. FLranaGan. Were you present at a luncheon or any time on 
the 28th of February, 1949, when Mr. Green, Mr. Blauner and Mr. 
Toole were discussing the possibility of going to Mr. Boyle in order to 
get an appointment at the RFC ? 

Mr. Finnecan. I would say to the best of my recollection, no, I 
wasn’t there. 
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Mr. FuanaGan. Were you in town on that date, do you recall 
whether you were in Washington / 

Mr. Finnecan. Well, I could have been in Washington because I 
have been in Washington a lot of times. 

Mr. FLANAGAN. And to the best of your recollection you say- 

Mr. FinneGan. I would say no, sir; to the best of my recollection, I 
was not there. 

But to your other question, if I was in Washington, I could say 
yes, because I have been in Washington on numerous occasions. 
~ Mr. Franacan. Did you have any discussions with Mr. Blauner or 
any member of his firm concerning the appointment of Mr. Max 
Siskind ? 

Mr. FinneGan. No, sir. 

Mr. FranaGan. ‘When did you know that Max Siskind was on the 
payroll of the corporation / 

Mr. FinneGan. Well, I guess about the same time—I mean, I 
wouldn't know that, I couldn't go for dates, if you want me to give 
you dates. 

* Mr. Franacan. But did you ever find out he was employed— 

Mr. FinnrGan. Yes, later on I found out he was employed and 
mostly after the newspapers came out with it, that he was on the 
payroll. 

Mr. Firanacan. That would be in the summer of 1951? 

Mr. Finnecan. Well, I mean if you are talking about dates, I mean 
it would be—you would have to give me the dates because I couldn't 

give them, I mean, as far as the dates are concerned. 

Senator Hory. Any further questions / 

Senator Nixon. You have never discussed Mr. Boyle’s appointment 
with Mr. Blauner at all / 

Mr. Finnecan. No, sir. 

Senator Nixon. And you had not any idea what he was doing for 
the company ¢ 

Mr. FinnrGan. No, sir. I mean to the best of my recollection I 
would say no; no, sir, I mean, to anybody. 

Senator Nixon. Do you recall the victory dinner back in 19497 

Mr. Finnecan. Yes, I do. 

Seantor Nixon. You were there with Mr. Blauner— 

Mr, Finneean. Well, I was there with a lot of people because—I 
mean, that would be a natural operation, for me to be there, because if 
I wouldn't be there I ought to give up. [| Laughter. | 

Senator Nixon. Well, you were there at his table, I mean. 

Mr. Finnegan. At Mr. Blauner’s table, I-would say “Yes,” I 
imagine at his table. 

Senator Nixon. Was it after that occasion that you introduced Mr. 
Blauner to Mr. Olson ? 

Mr. Finnecan. No; I wouldn’t say that. 

Senator Nixon. About that time / 

Mr. FinneGan. I would say that it was a little bit different on think- 
ing on that. I would say that we have been around a lot, to cocktail 
parties together, you know how you do, “Hello, this is Jim and this 
is George, % something like that, I mean, but as far as making a definite 
introduction, I would s say that I can’t recall that one. 
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Senator Nixon. Did you on the occasion of that dinner or any tin 
happen to be with Mr. Blauner and Mr. Boyle together / 

Mr. Fixnecan. Now, you are talking about 

Senator Nixon. Around about that time, when all of those festiy 
ties were going on. 

Mr. Finnecan. Wait a minute, let us get ourselves straight, let 
get our dates. 

Senator Nixon. Sure. Let us take the date of the victory din 
and the time immediately thereafter. 

Mr. Frnnecan. No, I think it was prior to that time. 

Senator Nixon. Prior to that time ¢ 

Mr. Finnecan. Long prior to that time. 

Senator Nixon. Long prior to that time / 

Mr. Finnecan. Yes, I think a long time prior to the 1949 victory 
dinner that you refer to, that Mr. Blauner met Mr. Olson, away up 
around New York some place 

Senator Nrxon. I am speaking now of Mr. Boyle. Do you reca|! 
seeing Mr. Boyle with Mr. Blauner at the time of the victory dinner / 

Mr. Finnecan. No, no, not, oh, no, no. 

Senator Nixon. That is all. 

Senator Hory. Mr. Green, you can come back. You are excused, 
Mr. Finnegan. 

Mr. Finnecan. Am I excused ¢ 

Senator Hory. Yes. 

Mr. Fiynecan. Thank you, gentlemen, thank you a lot, thank you. 








FURTHER TESTIMONY OF CECIL A. GREEN, ATTORNEY, 
WASHINGTON, D. C. 


Senator Horry. Proceed. 

Senator Munpr. We were trying to develop, Mr. Green, how many 
different companies you had represented before RFC and we had 
discussed the Mc Pike Drug Co. and the Lullabye House, Inc. 

Mr. Green. Yes, sir. 

Senator Munpr. I want to ask you now if you have any recollection 
of appearing before the RFC for the Brooklyn Cher nical Works, Mr. 
Green. 

Mr. Green. I believe, Your Honor, or Senator, I mean, that I did 
take Mr. Faulkner in there in regard to a loan there which I knew 
nothing about and I think that all he ever got was the application and 
it was discussed with him. I knew nothing about the financing of 11 
whatsoever. 

Senator Munpr. Did you do any follow-up work on that ? 

Mr. Grean. Not to my recollection, Senator. 

Senator Munpr. Did you ever receive any compensation for your 
services in that connection ¢ 

Mr. Green. Not to my recollection. If you have anything there in 
records that would refresh my memory, 1 would be glad to discuss 

, but not that I recall. 

scan Munopt. It is your recollection that you never received an) 
compensation from the Brooklyn Chemical Works? 

Mr. Green. Not to my recollection. 

Senator Munpr. Who is Jim MeNeil? 
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Mr. Green. I beg your pardon ‘ 

Senator Munpr. Who is James McNeil ? 

Mr. Green. Jim McNeil was with Mr. Faulkner at that time and 
I have known Mr. McNeil for quite some time. 

Senator Munpr. I am sorry to advise you that ag two statements 
you have just made are in refutation of each other because the first 
call you made for Brooklyn Chemical Works was December 20, 1949, 
and then you did follow up on that later with Mr. McNeil—— 

Mr. Green. I could have 

Senator Munpr (continuing). Six months later in June 1950. 

Mr. GREEN. I could have. 

Senator Munpr. You recall now two trips 4 

Mr. Green. I could have, ves. 

Senator Munpr. Who is J. R. Frazer ¢ 

Mr. Green. Frazer? 

Senator Munpr. Yes. 

Mr. Green. I don’t recall a J. R. Frazer. 

Senator Munpr. He lives in Buffalo, N. Y. 

Mr. Gr2en. Senator, I don’t recall a J. R. Frazer. 

Senator Munpr. Well, you made an appointment for him with Mr. 
Prince on the 11th day of January, 1950. 

Mr. Green. What did it pertain to, Senator ? 

Senator Munpr. Well, this does not say. 1 am trying to find out 
from you. 

Mr. Green. I can’t remember a J. R. Frazer. I definitely do not. 

Senator Munpr. Who is Mr. W. W. Sheppard—no, I will skip that. 

What connection did you have with the Desert Provision Co. of 
Banning, Calif. ¢ 

Mr. Green. As I recall it, I believe that, to the best of my recollec- 
tion—I don’t know just who it was, I believe it was Johnny Michaels 
who asked me to make an inquiry as to the status of their loan. 

I believe they had a loan applied for and he merely asked me to ask 
about the status. That is my best recollection. 

Senator Munpr. Why did he come to you? 

Mr. Green. Well, I have known Johnny Michaels—— 

Senator Munpr. You have known him a number of years? 

Mr. Green. I certainly have. 

Senator Munpr. What connection did you have with Super Home 
Building, Inc., of Chicago, I]. ¢ 

Mr. GREEN. I believe that—I don’t ree all who called me to make an 
inquiry about that, whether they sent somebody in here—I don’t know 
whether it was Johnny Sain or just exactly who it was that called me 
and asked me if I would merely go over with him to RFC about that. 

Senator Munpr. Johnny Sain ‘of the Super Home Co. ¢ 

Mr. Green. I believe he was at that time, Senator ? 

Senator Munpr. Did you get any money from the Super Home Co. 
for your services to them ¢ 

Mr. Green. Not to my recollection. If you have anything in the 
record—not to my recollection, I did not. 

Senator Munpr. Are you in position to say you are sure you did not 
or do you want to say just to the best of your recollection ? 

Mr. Green. To the best of my recollection I did not, Senator. 

Senator Munpr. Do you recall receiv ing any fee or ne nse money 
or commission from the Desert Provision Co. of B: anning, Calif.¢ 
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Mr. Green. Not to my recollection; no, sir. 

Senator Munpr. Would you be able to say you are positive you d 
not ¢ 

Mr. Green. I will leave it, to the best of my recollection. If you 
have anything there 

Senator Munpr. I do not want you to say you are positive about 
something when you are not sure, but if you are sure, I would like to 
have you ‘tell us. 

Mr. Green. I appreciate that. 

Senator Mcunpr. Who is Mr. Brickman and Mr. Linick? They 
seem to be associated together. 

Mr. Green. I imagine they were people who owned the company. 
I have never met them. 

Senator Munpr. Which company did they own? 

Mr. Green. I couldn't say—what does it refer to, the Super Home 
Builders there or the Desert Provision—I don’t know, I don’t reco! 
lect. 

Senator Munpr. It does not specify the company. 

Mr. Green. Oh. Well, I don’t know. I imagine they were officials 
of the company. 

Senator Munpr. Which company ? 

Mr. Green. I couldn't say. 

Senator Munpr. You knew they were officials of the company; you 
must have known of which company. 

Mr. Green. Well, from all that I have read in the newspapers, it 
might have been the Super Home Builders. I just don’t recall. 

Senator Munpr. You don’t recall, but you did take them on the 20th 
day of March of last year down to the RFC office in connection with 
their loan? 

Mr. Green. I probably did, I probably took them down there and 
introduced them to Mr. Prince, and I knew nothing about the ramifi 
cations of their problem. If I did, I did it for Johnny Sain, and | 
just don’t recollect who called me pertaining to that matter. 

Senator Munpr. What relations teri did you have with Systems, 
Inc., down in New Orleans? 

Mr. Green. Well, Systems, Inc., Your Honor, was, I believe, 
a forms company in New Orleans that American Lithofold Corp. 
had contemplated or had given some thought of maybe buying. 

If I recollect properly—I don’t know whether it was Mr.—I be 
lieve it was Mr. R. A. Blauner that asked me to make an inquiry a- 
to their status, the status of their loan, or if they had a loan, and | 


referred that back to our company because my best recollection of 


that is that American Lithofold did contemplate buying that com 
pany. 


Senator Munpr. Did you ever contact anybody else in RFC, Mr. 


Green, except Mr. Prince? 
Mr. Green. Oh—do you have anything there in the reeord—— 
Senator Munpr. I am just asking you 1 the question. 
Mr. Green. To refresh me—I think that in, pertaining to the Ory 


Lumber Co., I believe I did—that Mr. Ory and I did go to see Mr. 


Willett. 


Senator Munpr. Did you ever contact Mr. Willett on any other 


matters except Ory Lumber Co.? 
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Mr. Green. No, sir; to the best of my recollection I did not. 

Senator Munpr. Did you ever contact anybody else on the payroll 

f RFC except Mr. Willett and Mr. Frank Prince? 

on GREEN. Not to the best of my knowledge, no; not to the best 
of mv recollection, I did not. 

Senator Munpr. Are you sure you did not? 

Mr. Green. No—but to the best of my recollection I cannot re- 
member. 

Senator Munpr. Then I will leave that subject to correction of your 
memory. 

Mr. Green. Yes, sir. 

Senator Munpr. Now, you were the man in Washington that Mr. 
Blauner said distributed the Polaroid cameras that were handed out 
in the form of gifts. 

Mr. Green. Well. if you want—— 

Senator Munpr. And vou were not giving them on your own, so I 
just want to know what function you had as intermediary between 
the company and the recipient of the gift / 

Taking the camera given to Frank Prince, did you take that over, 
have it de livered or mailed out to him or did you come to his office 
how was it given 4 

Mr. Green. I gave it to Mr. Prince personally. 

Senator Munpr. Where did you give it? 

Mr. Green. I think Mr. Prince lives in Baltimore. To the best of 
my recollection I took it over to his office and gave it to him for his 
son and his daughter, or his wife. 

Senator Monpr. You gave it to him in his office / 

Mr. GREEN ¥ es: I beheve that iscorrect. 

Senator Mv NoT. How abo t the Polaroid camera that Was elven to 
Mr. Connelly ¢ 

Mr. Green. I took that tothe White House and that was for his son. 
Bob. 

Senator Munpr. You took it to the White Hiouse, and that 
office ¢ 

Mr. Green. Yes. 

_ Benator Munpr. Did vou have easy access to the White Hous se, 

etting past the guards, did they know you or did you have a pass’ 

ae Green. No; I did not have a pass, I never had a pass. 

Senator Munpr. How did you get by, then, you might have been 
carrying a bomb as far as they knew. How did you get in/ 

Mr. Green. I called and asked if I could come over and they made 
the necessary arrangements at the gate there, just as they do for many 
people. 

Senator Nixon. Is that the only time you have been there / 

Mr. Green. Senator Nixon, to the best of my recollection, I may 
have been over there with somebody to see that the y got a chance to 
vo through the White House, or somethin ig like that, but to the best of 
my recollection that is all. 

Senator Munpr. There were two more cameras that you gave. You 
gave one to Tourney Gratz. Where did you give that to him? 

Mr. Green. I gave it to him at the Democratic National Committee. 


Senator Mcunor. In his office in the Democratic National Com- 
mittee ¢ 


is his 
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Mr. Green. Yes, sir. 

Senator Munpr. And another camera went to Boyle. Where di 
you give Mr. Boyle his camera ? 

Mr. Green. Well, I think—well, I have known Mr. Boyle fo: 
long time—I think that one of my sons delivered that camera to hin 
in his home, which they prac tically had grown up together, an 
showed him how to operate it. I think that one of my sons delivere:| 
that camera. 

Senator Munpr. Your son took it to Boyle’s home ? 

Mr. Green. I believe that is correct. 

Senator Munpr. Your families were friends and acquaintances ai 
he took it over? 

Mr. Green. That is right. 

Senator Munopr. You also distributed a number of hams. Did you 

carry those hams around in the same way as the cameras and give thei 
to them in their offices? 

Mr. Green. Well, Senator, I don’t recall too many hams that I gave 
away, and I don’t recall just how I gave them away. 

Senator Munpr. Well, how would you go about giving a ham away / 

Mr. Green. I probably would talk to them and tell them I oe ad 
one for them and if they wanted a ham, to send somebody after 
something like that. I don’t recall. 

Senator Munpr. Now, how about the perfume ? 

Mr. Green. The perfume—well, the perfumes, Senator, were not, 
to my recollection, to anybody in the Federal employ. I know several 
of the secretaries at the Democratic National Committee which I gave 
some of it to them, and I couldn’t remember whom I gave it to. I may 
have gave Mr. Boyle’s wife and his daughter some—I just don’t recall 
who I gave it to. 

Senator Munpr. Now, by “secretaries,” you mean the stenographers 
around the Democratic National Committee ? 

Mr. GREEN. Yes. 

Senator Munpr. And in addition to them, to Mr. Boyle’s wife and 
daughter. Now, did you take any perfume to any actual Government 
officials or their stenographers? 

Mr. Green. No; not to my recollection, Senator. I may have gave 
Frank Prince some for his wife, or something like that. 

Senator Munpr. It was testified 

Mr. Green. I may have, I just don’t recollect that. I just don’t 
recall. I may have. 

Senator Munpr. In addition to hams, perfumes, and cameras, what 
other gifts were you called upon to distribute as intermediary? How 
about turkey that is a pretty big job, carrying a turkey. How would 
vou get rid of those? 

Mr. Green. Well, I 

Senator Munpr. Would you just give them a card and say, “This 
is good for one turkey” in some distributor’s place, or did you have 
to pie . the gobbler up and deliver it out; how did you do it? 

Mr. Green. I believe if he was a good enough friend, I would pick 
the gobbler up and deliver—I don’t recall, Senator. 

Senator Munpr. Well, if you were to take a great big turkey to 
the RFC office, they would have to leave it there all day long and then 
take it home. You must remember that. That is an unusual assign 
ment. 
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Mr. Green. Yes; it is unusual. 

Senator Munpr. Yes; and you have not spent a career doing that, 
I know. 

Mr. Green. Well, I don’t recall it, Senator; I don’t know. 

Senator Munpr. I am trying to think of how Frank Prince got 
a turkey. 

Mr. Green. Mr. Prince lives in Baltimore, and I would give it to 
him the best way I could. He was commuting every day between 
Baltimore and Washington. 

Senator Munpr. Who else did you give a turkey to? 

Mr. Green. To the best of my recollection, that is all, Senator. 

Senator Munpr. Just one turkey ? 

Mr. Green. I beg your pardon ? 

Senator Munpr. “You just gave that one turkey away ? 

Mr. Green. To Government employees. I may have given one to 
Boyle. 

Senator Munpr. You gave one to Mr. Boyle 

Mr. Green. Maybe Mr..Gratz; that is my best recollection. 

Senator Munpr. You cannot remember any more? 

Mr. Green. [ cannot remember any more. 

Senator Munpr. Did you give Mr. Connelly a turkey ? 

Mr. Green. I may have given Matt a turkey. I can’t remember 
exactly whether I did or not. 

Senator Munptr. You rather think ,you have ? 

Mr. Green. I may have; I may have, Senator. 

Senator Munpr. You have not gone into the White House too many 
times carrying turkeys, so you ought to remember. 

Mr. Green. Well, I think that if I gave it to him, I would have sent 
it to his office. 

Senator Munpr. Sending it to his office would seem a little more 
logic val. 

Mr. Green. I probably would have sent it to his office: yes. 

Senator Munpr. Now, I have just one other question, Mr. Green. 
You are much more cooperative now and I appreciate it. 

Mr. Green. Thank you. 

Senator Munpt. We are concerned about the relationship between 
Blauner and Boyle. 

Mr. Green. Yes, sir. 

Senator Munpr. And we know that Blauner met Boyle through 
you. 

Mr. Green. Yes, sir. 

Senator Munpr. And you took Mr. Blauner to Boyle’s office and 
introduced him. That seems to be agreed to by everybody. 

Mr. Green. That is right. 

Senator Munpr. And what conversation took place in your pres- 
ence about Boyle’s going to work for Mr. Blauner ? 

Mr. Green. I believe, to the best of my recollection, that Mr. 
Blauner had suggested we get counsel here in Washington and asked 
me who I recommended. 

It would be no more than natural, Senator, if I had known you as 
many years as I have Mr. Boyle, it would be only natural that I would 
recommend Bill Boyle, that I felt like—— 

Senator Munpr. Why did you not tell Blauner you had worked 
with Boyle? You said he did not know that. 
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Mr. Green. Well, I don’t know. He probably did not ask me. 

Senator Munpr. I mean, it would have been so logical to say—— 

Mr. Green. Well, he may have asked me and I had forgotten 
I don’t recall whether he asked me that direct question or not. § 

Senator Munpr. You do not recall ? 

Mr. Green. No. 

Senator Munpr. You took him to Boyle’s office ¢ 

Mr. Green. Yes. 

Senator Munpr. And introduced him ? 

Mr. Green. That is right. 

Senator Munpr. And he went for the purpose of getting Boyle 
to be his counsel ? 

Mr. Green. His counsel. 


Senator Munpr. And what conversation took place in Boyle’s 0 7ice - 


in ge presence ¢ 

Mr. Green. That I can’t remember. I think to the best of my re 
ollection that we had discussion pertaining to some of these—the co! 
lection matters under G oe and there might have been some <liscuis 
sion of—to my knowledge, I don’t remember ; 

Senator Munpr. Could there have been some discussion about the 
RFC loan? 

Mr. Green. What is that ? 

Senator Munpr. Could there have been some discussion about the 
loan vou were trying to get from RFC? 

Mr. Green, Senator, tomy knowledge and mind, Mr. Blauner never 
discussed this loan with Mr. Boyle, never discussed it. 

Senator Munvr. Did Blauner employ Mr. Boyle that day while you 
were in there / 

Mr. Green. That I could not tell you, whether it was that day 
you probably have it in the record there, when he received his first 
check. [don’t remember whether it was that day or not. 

Senator Munpr. Did you stay there or did you walk out of t 
room with Mr. Blauner? 

Mr. Green. I don’t recall whether I did or not. 

Senator Munpr. Did they have any conversation which you did 
not overhear ? 

Mr. Green. No: not that I can recall. 

Senator Munpr. And you went away with Mr. Blauner? 

Mr. Green. I am pretty sure I did. 

Senator Munpr. Did Mr. Blauner say anything on the way back 
in the taxicab or automobile ? 

Mr. Green. Not to my knowledge. 

Senator Munpr. Were there instructions as to what the work was 
to be? 

Mr. Green. Only of a legal nature. 

Senator Munpr. Only of a legal nature ? 

Mr. Green. Only of a legal nature. 

Senator Munpr. And the only other time that you know Mr. Blau- 
ner and Boyle were together was when you took Blauner to Boyle’s 
office to get him to call up Mr. Hise—and then did he explain to Mr. 
Boyle about the status of the loan: what did he say at that time? 

Mr. Green. He never said one word to Mr. Boyle about the status 
of the loan, Senator. 
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Senator Munpr. Mr. Blauner testified this morning that you had 
simply introduced him to Mr. Blauner and—— 

Mr. Green. You mean to Mr. Boyle ¢ 

Senator Munpr. Yes. 

Mr. Green. Yes. 

Senator Munpr. You took Mr. Blauner to Mr. Boyle—— 

Mr. Green. For the purpose of —— 

Senator Munpr (continuing). And, now, do you recall what was 
said? What did you tell Mr. Boyle was the purpose of this visit, 
why you were there, Mr. Green- 

Mr. Green. If you will bear with me, I can tell you definitely that 
occasion. Mr. Toole had been handling this loan 

Senator Munpr. We know about that. I want to know about the 
conversation in New York. 

Mr. Green. Well. if I can lead up to that, I will appreciate it. 

And Mr. Toole came back and Mr. Blauner and I met him in the 
lobby of the Mayflower Hotel. 

Mr. Toole was holding his side at the time, and I met him in the 
middle of the lobby and asked him if he wasn’t feeling well. 

He said “No.” He said, “I think that they really turned me down.” 

I said, “What do you mean?” 

He said, “Well, I never thought my friends would ever treat me 
like this.” ; 

I said, “Well, what do you think we should do about it ?”—because 
he had been handling the loan—and he said, “I don’t know what to 
do.” 

I said, “Well, I guess we had better tell Mr. Blauner about it.” 

He told me, “Don't tell R. J. about it.” 

I said, “Well, I don’t know whom we are going to tell.” It was 
late in the evening at that time, and I was working for re 
Lithofold, and I felt it Was my duty to do everything I could, because 
ee Lithofold did need the money at that time. 

. I went and told Mr. Blauner, with Mr. Toole, they had rejected 
a an and Mr. Blauner said, “There has got to be something done, 
some way or another. Do you have any suggestions whatsoever?” 

And we discussed it for a few minutes, and I said, “Well, do you 
feel like, if you discuss this or review this matter with the RFC 
officials, there is something in these that they don’t understand ¢” 

And he said, “I certainly do; I think that if I could disc uss it there 
might be matters in there that the *v really don't understand.” It was 
my thought all along, with Mr. Toole’s handling it—from some of 
his conversations and some rumors—that, if he had spent as much 
aggressiveness in presenting the loan ee fore RFC for American Litho- 
fold as he did in needling people for more money for himself, there 
never would have been any question about the loan. I merely called 
Mr. Boyle. I called Bill and I asked, “Bill, could I see you for a 
minute ¢” 

Senator Munpr. What time of the night was this? 

Mr. Green. That was, Your Honor, I think about 10 minutes 
until 4. 

Senator Munpr. In the afternoon ? 

Mr. Green. Inthe afternoon. It was getting late, and Mr. Blauner 
really wanted to discuss it that day, because—— 
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Senator Munpr. All right, and you went to Boyle’s office ? 

Mr. Green. That is right. 

a Munpr. What did you say in Boyle’s office? 

Mr. Green. We went over to Mr. Boyle’s office together in suc 
time as it took to get from the Mayflower Hotel to Mr. Boyle’s office e, 
which would not be over 5 minutes because Mr. Toole was in bad 
shape, apparently; and, as I recollect, we went down into the long 
hallway, and his secretary was standing at his door. When I called 
Bill, he said, “If you want to see me, you will have to come over in 

1 hurry, because I am planning to leave right now.” When I got 
‘a the door, Mr. Toole was behind me, and his secretary said, Hut ry 
up, hurry up, Bill wants to go home,” or leave to go some place else. 

And we walked in and I asked him, I said, “Bill, I believe there 
is some misunderstanding in the minds of some of these people that 
have reviewed this matter of Mr. Blauner. Would you please make 
an appointment with somebody for Mr. Blauner to discuss this matter 
with?” 

Senator Munpr. In other words, you made known to Mr. Boyle as 
quickly as you could that Mr. Blauner’s loan had been rejected because 
there had been some misunderstanding / 

Mr. Green. No; I didn’t say that, Your Honor, Senator, no, sir; 

didn’t say it had been rejected. I asked him if he would merely 
make an appointment for Mr. Blauner. 

Senator Munpr. Well, did you tell him the loan was O. K.—— 

Mr. Green. I did not tell him it was O. K. 

Senator Munpr. What did you tell him ? 

Mr. Green. I asked him if he would make an appointment for Mr. 
Blauner to review this matter. 

Senator Munpr. You certainly must have told him or implied to 
him that they did not get it. 

Mr. Green. Well, if I remember, he was in a hurry and he said, 
“Now, what can I do for you?’ 

Senator Munptr. What did you say ? 

Mr. Green. And I asked him if he would merely make an appoint- 
ment with somebody in the RFC for Mr. Blauner to review this matter 
he had pending there, at which time he picked up the phone and I 
believe he called Harley Hise and told him Mr. Blauner was in his 
oflice, would he kindly, if he could, review this matter with Mr. 
Blauner and, to the best of my recollection, I believe that Mr. Hise 
said, “Can he come over?” And I think he turned to Mr. Blauner and 
asked him if he could go over, and he said, “I can go over anytime,” 
and evidently Mr. Hise said, “Send him over right now.’ 

I did not go with him. He and Mr. Toole went over there, so 
that discussion, Senator Mundt, I don’t know. 

Senator Munpr. You did not go along to the RFC? 

Mr. Green. No; I did not. 

Senator Munpr. What kind of review did they make that expe- 
ited this loan so that it got through in 3 days——. 

Mr. Green. I don’t know, but I do believe, Senator Mundt, t! 
Mr. Blauner—well, evidently there were some things that were be’ 
left out there, as far as Mr. Toole’s handling of the loan that they d 
not understand. 

Senator Munpr. Anyhow, you did not go with them so you do | 
know what was discussed ¢ 
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Mr. Green. That is right. 

Senator Munprt. You left Boyle's office and they went to RFC. 

Mr. Green. Yes. 

Senator Nixon. Mr. Green, I have just a few matters here that 
| think will clear up any discrepancies between the previous record 
and the one you have m: ide today. 

Mr. Green. Thank you, sir. 

Senator Nrxon. Just one moment. 

Now, you discussed your testimony concerning the episode in Mr. 
Lovle’s office with Mr. Blauner since you ap ypeared before the execu- 
tive session / 

Mr. Green. Imay have: Imay have. I don’t recall. 

Senator Nixon. That was just 3 or 4 days ago, you know whether 
vou did or did not. Have you seen Mr. Blauner since appearing be- 
fore the executive session ¢ 

Mr. Green. Certainly I have seen him. I am still working for 
American Lithofold. 

Senator Nixon. Did you see Mr. Boyle since? 

Mr. Green. I saw 

Senator Nixon. When? Was it in the last week ? 

Mr. Green. The last week or 10 days. 

Senator Nixon. Did you discuss with Mr. Blauner the testimony 
you have just given with regard to that episode since you appeared 
before us In executive session / 

Mr. Green. Not of my recollection, sir; there wouldn’t be any- 


thingo—— 


Senator NIXON. Do vou know what you said in exec itive session / 


Mr. Green. Do you have it there in the record ¢ 

Senator Nixon. ‘Do you recall now how poor your Inemory was ut 
that time? What have you done to refresh your memory between 
then and now; that is what I want to know ¢ 

Mr. Green. I thought you were referring to the American Litho- 
fold loan: is that what—— 

Senator Nixon. I am referring to this discussion which you said 
you remember in great detail today about what happened as to why 
you went up to Mr. Boyle’s office and what occurred in Mr. Boyle's 
office and who said what; what I want to know is how is it that you 
remember that now. 

Mr. Green. There has been no further discussion. 

Senator Nixon. You did not diseuss it with Mr. Blauner ? 

Mr. Green. No, Senator. 

Senator Nixon. Did you with Mr. Boyle? 

Mr. Green. No. 

Senator Nixon. All right. How does it h: appen that you are able 
to recall all of this testimony that you have given now of what went 
on at the discussion / 

Mr. Green. It is the truth—— 

Senator Nixon. Unless you discussed it—— 

Mr. Green. No; I have not, Senator. If you are talking about 
somebody refreshing my memory or something like that, there has 
been no discussion about that whatsoever. 

Senator Nixon. Now, what kind of investigating work did you do 


for Mr. Boyle 
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Mr. Green. I did general routine matters, whatever he asked 1 
to do. 

Senator Nixon. Out of the law office ? 

Mr. Green. He is a lawyer; yes. 

Senator Nixon. Here in Washington ? 

Mr. Green. Yes, sir. 

Senator Nixon. You testified a moment ago that this occasion whe 
you met Mr. Boyle with Mr. Blauner was in Mr. Boyle’s office at thy 
Democratic National Committee. Is that right / 

Mr. Green. Yes. 

Senator Nixon. When you discussed the matter of employing M: 
Boyle with Mr. Blauner, was that also in Mr. Boyle's office in thy 
Democratic National Committee / 

Mr. Green. Senator, I don’t recall that. I don’t know whether | 
was there or if it was his law office on Vermont Avenue. 

Senator Nixon. You don’t recall? 

Mr. Green. I don’t recall; no. 

Senator Nixon. When did that meeting occur, approximately: do 
you remember ? 

Mr. Green. [ don’t know whether 

Senator Nixon. In order to help us—— 

Mr. Green. I don’t know whether it was in January or February 
of 1949; I just don’t recall. 

Senator Nixon. Was it after the victory dinner that we have been 
talking about earlier today—vyou attended the victory dinner in 
January ¢ 

Mr. Green. Which victory dinner are you speaking of ? 

Senator Nixon. Well, there has only been one held in the last 20 
years, the Democratic victory dinner. { Laughter. ] 

Mr. Green. Well, I hope they hold many more, Senator. 

Senator Nrxon. At the Democratic victory dinner in January—you 
recall Mr. Blauner testified about that ? 

Mr. Green. I believe it could have been. 

Senator Nixon. Was it after that vou talked with—— 

Mr. Green. I just cannot recall dates. 

Senator Nixon. Do you recall the testimony to the effect that the 
memorandum was written from the Washington office to the St. Louis 
office confirming oral instructions which Mr. Blauner said he had 
issued on February 17 to the St. Louis office to put Mr. Boyle on the 
payroll—now, did that meeting occur around the 17th of February, 
if you know ? 

Mr. Green. It could have been. I don’t know. 

Senator Nrxon. Is the Landreth Construction Co, still in business? 

Mr. Green. I don’t know whether they are still in business or not. 

Senator Nixon. Well, vou were superintendent of construction. 

Mr. Green. That is right. 

Senator Nrxon. Who is the president of the company ? 

Mr. Green. I worked for Mr. Landreth. 

Senator Nixon. Do you know any of the other officers of the com 
pany ¢ 

Mr. Green. No: I did not know who else—— 

Senator Nixon. Now, did you introduce Mr. Blauner to Mr. Siskind ‘ 

Mr. Green. Yes: I believe I did, now. I believe I did. I am 
sure I did: ves. 
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Senator Nixon. Prior to the date Mr. Siskind was put on the pay- 
roll? 

Mr. Green. I imagine Mr. Blauner met him prior to that date, be- 
fore he was ever put on the payroll. I think he had met him at some 
functions, or something. 

Senator Nixon. You don’t remember when you could have intro- 
duced him ¢ 

Mr. Green. No: I do not. 

Senator Nixon. Now, tell us what conversation took place? [ am 
li id to know that your memory is SO cood about these conversations 
today. Tell us what took place when you discussed with Mr. Blauner 
the employment of Mr. Siskind. W here did it take place and who was 
there and what was said / 

Mr. Green. Well. as I recall, I don’t believe anybody was there, 
Senator. 

Senator Nixon. Where did it take place ? 

Mr. Green. I think that Mr. Boyle—I talked to Bill 

Senator Nixon. Where did you talk to him ¢ 

Mr. Green. I don't recollect. I don’t know whether at his home 
or whether it was in the committee, after he was appointed as chair- 
man of the Democratic National Committee. 

Senator Nixon. What was said ? 

Mr. Green. And he told me that he was giving this his full-time 
duty and he would have to sever all connections with any law practice, 
and that American Lithofold would have to seek counsel elsewhere. 

Senator Nrxon. Then what did you do? 

Mr. Green. Advised Mr. Blauner about it, I believe, either Mr. 
Blauner or Mr. Stanhope. 

Senator Nrxon. How did you do that, by telephone ? 

Mr. Green. I think it was. 

Senator Nixon. To St. Louis? 

Mr. Green. I believe it was, and Mr. Blauner asked me, “Well, we 
certainly need counsel. Who would you recommend /” 

It would be natural for me to recommend Mr. Siskind. We prac- 
ticed together, and I have known Max for quite some time. 

Senator Nixon. So, you told them on the telephone as you recall? 

Mr. Green. As I recall, I did. Now, if you have a memorandum 
there to the effect that—— 

Senator Nixon. No: I am just asking you what you remember. 

Mr. Green. Well, I believe you will find that is true. 

Senator Nixon. Do you know Mr. Dawson well? 

Mr. Green. Mr. Don Dawson? I know Don, but he wouldn't know 
me, 

Senator Nixon. Mr. Dawson, in the investigation he conducted in 
this matter, contacted you ? 

Mr. Green. I don’t get that question. 

Senator Hory. Senator, for your information, he was from the 
White House. 

Senator Nixon. Did Mr. Dawson or Charles Murphy or anyone 
else from the White House staff contact you in regard to your part 
in this loan ? 

Mr. Green. No, sir. No. 

Senator Nixon. You were not contacted by the White House staff 
as to what Mr. Boyle’s part was in getting this loan ? 
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Mr. Green. I certainly was not. I would not know Mr. Murphy. 

Senator Nixon. And Mr. Dawson did not contact you ¢ 

Mr. Green. No, sir. 

Senator Nixon. Nobody else contacted you? 

Mr. Green. No, sir; did not. 

Senator Nrxon. Now, we have been talking about gifts and gratu 
ties. Just to be sure that the record is clear on that point, now th: 
you have refreshed your recollection, do you know of any other gift 
or gratuities of any type that have been given to employees of t 
Government or to employees of either national committee, Democrat 
or Republican, other than those that have been mentioned up to this 
point, by the American Lithofold Co., by you, or any other employee 
of the company ? 

Mr. Green. Not to my recollection, Senator. 

Senator Nixon. Now, you say that the only occasion that vou can 
recall having been in the White House was this occasion when you 
gave Mr. Connelly a camera ? 

Mr. Green. No. I think that I was in there on one occasion when 
I went over there for my father-in-law. As I told you, I have taken 
people in—it is the best of my recollection—merely to have them go 
through the White House. 

Senator Nixon. Do you know the President ? 

Mr. Green. I certainly do. 

Senator Nrxon. That is all. 

Senator Hoey. That is all, Mr. Green, you are excused. 

Mr. Murrny. May I make a short statement before the record closes 
in light of the recess that was taken, Mr. Chairman ? 

Senator Hory. All right. 

Mr. Murpuy. Mr. Green advises me that he was suffering from a 
stomach condition, and, of course, he was laboring under great emo- 
tion today. I am sure that the interest of the members of the com- 
mittee in his condition bore no malice at all, but I do think that we 
ought to straighten the record out on that point, because it embar- 
rassed him. 

I think the record should state we have been sitting here in a rather 
close room filled with smoke and, of course, many questions. I have 
taken the matter up with Mr. Green, and he has assured me, sir, that 
there is nothing to this incident other than what he has stated on the 
record. 

Senator Hory. That is entirely appropriate to leave in the record. 
You are excused now, Mr. Green. 

Mr. Green. Thank you. 

Senator Hory. Before the committee adjourns, I will say something 
off the record. 

(Discussion off the record, after which the subcommittee recessed 
to reconvene at 10 a.m. Monday, September 24, 1951.) 
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INFLUENCE IN GOVERNMENT PROCUREMENT 


MONDAY, SEPTEMBER 24, 1951 


Untrep States SENATE, 
INVESTIGATIONS SUBCOMMITTEE, 
CoMMITTEE ON EXPENDITURES IN THE 
Executive DerarTMENTs, 
Washington, D.C. 

The subcommittee met at 10:15 a. m., pursuant to adjournment, 
in room 357, Senate Office Building, Senator Clyde R. Hoey (ce *hair- 
man) presiding. 

Present: Senator Clyde R. Hoey, of North Carolina; Senator John 
L. McClellan, of Arkansas; Senator Thomas R. Underwood, of Ken- 
tucky; Senator Joseph R. McCarthy, of Wisconsin; and Senator 
Richard M. Nixon, of Califorina. 

Also present: Francis D, Flanagan, chief counsel; Howell J. 
Hatcher, chief assistant counsel; Carmine S. Bellino, accounting con- 
sultant; William Leece, assistant counsel; and Ruth Young, clerk. 

Senator Hory. The subcommittee will come to order, please. 

Charles B. Moling, come to the stand. Hold up your right hand. 
Do you solemnly swear that the testimony that you give in this 
hearing shall be the truth, the whole truth, and nothing but the truth, 
so he Ip you God? 

Mr. Mourne. I do. 

Senator Hory. Have a seat. 

Senator McCartuy. Mr. Chairman, before we commence, some of 
the other Senators on the subcommittee have suggested that if we 
have some idea of when some of the key witnesses, such as Siskind, 
Boyle, and Gabrielson, are going to be called, if we can work out 
some kind of schedule so that we can plan our work accordingly, 
that it would help our work greatly. 

Senator Hory. At the present time it is our hope that we may 
call Mr. Siskind tomorrow, and Mr. Boyle Wednesday. 

Senator McCarruy. How about Mr. Gabrielson / 

Senator Hory. I do not know that date just yet. The reason I say 
that is that we have some preliminary work to do on that. 

Senator McCarruy. I see. 

Senator Hory. It depends on whether we can get ready with respect 
to that; but we will call Mr. Gabrielson at the earliest date we reason- 
ably can, and I will tell you in advance. 

Senator McCarrny. There is one other thing, Mr. Chairman, and 
I think this should be on the record. I am inclined to think that 
there may have been a serious oversight the other day when Mr. Finne- 
gan was on the stand. I may say I left before his hearing was com- 
ple ted, and I thought that additional evidence was going in. Appar- 


687 








OSS INFLUENCE IN GOVERNMENT PROCUREMENT 





ently we were operating under the impression that we should on}, 
put in evidence of Finnegan’s connection with the American Litho 
fold Co, 

I believe, in view of the fact that he was the collector of internal 
revenue and received some $45,000 from American Lithofold, the 
evidence as to the salaries which he received from any other con 
panies, essentially those with which he was dealing as collector of 
internal revenue, should be put in the record. 

I understand the staff has a considerable amount of that evidence 
and I think it would be unfair to put it in while he is not present, 
while he is not here. I just wonder whether he should be recalled for 
the purpose of putting in evidence showing his income from other 
firms in his tax area at the time he received the $45,000 from Ame 
can Lithofold. 

May I say this, Mr. Chairman: I do not want to go too far afield 
from American Lithofold at this time. The power of this committee, 
of course, extends far beyond the American Lithofold Co., but we mua: 
find that we are much more interested in some of the collectors of 
internal revenue, in some of the activities of those individuals, than 
we are in the activities of Mr. Boyle before we get through with this; 
and I do think, when we have one of those collectors on the stand, 
where he is receiving a high salary from an outfit like American 
Lithofold, over whom he had jurisdiction, we should put in all of 
the evidence concerning his income from any other company in his 
tax area. 

Senator Hory. I would say to the Senator that we do not have the 
evidence in form to put in. We have been inaking investigations 
with reference to the income-tax returns, but those are not available 
to us vet, and we deferred that purposely until we could get that as 
a separate investigation. 

Senator McCarrny. I wonder if it would not be a good idea, Mr. 
Chairman, if the evidence is not in form to put it in now by the staff, 
would it not be well to call Mr. Finnegan in executive session and put 
him under oath and ask him about those other particular transac 
tions? That will save the staff a great deal of work. I am sure we 
can do that. I understand there are five or six others. Is that right, 
Mr. Flanagan ? 

Mr. Franacan. There probably are; we are not sure of all of them. 
Senator. I know of two specifically. 

Senator Hory. I will be glad to discuss that with you and the other 
members of the committee. I do not believe it is a good idea to inject 
this right now. I think we had better take this up as a separate pro 
ceeding. 

Senator Nixon. Mr. Chairman, may I say just one thing at this 
point, too: Did I understand the chairman to say that the plan was 
to call Mr. Siskind tomorrow ¢ 
Senator Hory. Yes; and probably Mr. Boyle Wednesday. 


Senator Nixon. I would like to make a request to the chairman, if 


this can be done: Has the staff asked either Mr. Siskind or Mr. 
Boyle voluntarily to turn over their income-tax returns? Has that 
reanest been made ? 


Senator Hory. I think, Senator, that is a matter we have under 


discussion. and I think we had better consider that—— 
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Senator Nixon. Let me say that we have it under discussion—— 

Senator Hory (continuing). In executive session. I may say we are 
going to hold an executive session this after noon to discuss this matter 

Senator Nixon. The point is—the reason I bring it up at this time 
so that there will be no misunderstanding—that in order to understand 
the nature of the transaction by which Mr. Siskind purchased the law 
practice of Mr. Boyle, it becomes very important to see the income- 
tax returns for the years involved, and in my opinion we cannot pos- 
sibly have a complete hearing of either Mr. Siskind or Mr. Boyle un- 
less we furnish their income-tax returns for 1949 and 1950. 

Now, that is the reason I raise the question, and I intend to present 
that this afternoon in executive session. 

Senator Hory. I may say. Senator, that that has been discussed 
with the staff, and they have been working on the situation, and that 
is one of the things I want to present to you in executive session this 
afternoon so that the committee can consider the different phases at 
this point. 

I may say in connection with Mr. Boyle that he had previously ad- 
vised me that he was re: ady to testify any time we might desire to 
have him: I have not notified him as to the time vet, but it looks like 
now that we will be able to probably reach him by about Wednesday. 

Mr. Moling, will you give your name and address to the reporter. 


TESTIMONY OF CHARLES B. MOLING, EASTERN DIVISION SALES 
MANAGER, AMERICAN LITHOFOLD CORP. 


Mr. Motine. Charles B. Moling, 217 Barton Street. Arlington, Va. 

Senator Hory. What is your present deaployte nt ¢ 

Mr. Mouine. Eastern-division sales manager of American Litho- 
fold Corp. 

Senator Hory. How long have you been with this company ¢ 

Mr. Mourne. In March of this year, sir. 

Senator Hory. Prior to March of this year, how were you engaged ? 

Mr. Mouine. Thirty years service with the United States Govern- 
ment. 

Senator Hory. In that capacity ¢ 

Mr. Mouing. Do you want me to start at the beginning / 

Senator Hory. Well, you do not need to go all the w: ay back; but, 
in the last few years, what has it been / 

Mr. Motine, Well, my entire 50 years has been in the field of publi- 
cation work. Since 1942 I have been with the Army Air Forces. 

Seantor Hory. Located where ¢ 

Mr. Mouine. Originally the first activity was at the Headquarters, 
Air Service Command, in Washington. The next was the Deputy 
Chief of Staff, Matériel; and last, the Publications Division of the Air 
Adjutant General’s office, all in Washington. 

Senator Hory. What was the nature and character of your service 
for the Air Forces ? 

Mr. Mouine@. Starting in 1942 it was until almost 1949—it was with 
a supply activity. That name is the Deputy Chief of Staff, Matériel. 
which was responsible for the supply, distribution, and requirements 
for all Air Force material, from aircraft down to printing. 
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I was the staff agent or the staff official responsible for what \ 
called class 30, that is, publications. That included the operati: 
of Air Force field printing plants, field contract printing, through t| 
Air Service Command or other activities, and departmental printing 
which is procured through the Washington channel. 
Senator Horry. Did you have anything to do with the letting o{ 
contracts for any of this work ¢ 
Mr. Morne. Sir, 1 nor anyone else-in the headquarters of the Arn) 
Air Forces is authorized to purchase, procure, contract, or let a) 
award for printing. 
Senator McCarruy. I am sorry; I did not get that answer. 
Mr. Mourne. I say neither I nor anyone else in the Army Air Force: 
is able to procure, contract for, purchase, or let an award for printing 
Senator McCarruy. I do not think you have answered the chai 
man’s question. 
Mr. Mone. Sorry, sir. 
Senator McCarruy. The question was, Did you have anything to 
do with purchasing ‘—not whether vou let the contracts. 
Senator Hory. Did you have anything to do with the award of those 
contracts ¢ : 
Mr. Motine. I had nothing to do with them; no, sir. 
Senator Hory. Did you have anything to do with preparing a 
contract ¢ 
Mr. Mouinc. Preparing a contract, sir? 
Senator Hory. Yes. 
Mr. Mourne. No, sir. 
Senator Hory. Did you have any connection at all with the award 
ing of contracts for this work ? 
Mr. Mourne. No, sir. 
Senator Hory. What service, if any, did you perform with refer 
ence to preparing the forms and the different things for the Air 
Forces ? 


Mr. Mourne. Well, in the last position, which was the Air Ad- 
jutant General’s office, we had a number of branches under military 
control, and I was the chief civilian in the Printing Control Branch. 

That Branch had in it a field printing section, which had to do 
with the operation, establishment of field printing plants belonging to 
the Government. 

We had a Copy Section; we had a Budget and Fiscal Section, which 
was responsible for the preparation and defense of all budgets for 
printing for the Air Force. 

We had then a section which I called the Requisitioning Section, 
because they use a Form 1, which is called a requisition, and that is 
the basic piece of paper which is submitted to the Government Print- 
ing Office for a printing job of any kind. That requisition has on it 
the office, the obligations of funds, the quantity, the delivery instruc- 
tions, planning. 

Senator Hory. Mr. Moling, without going into all those details as 
to exactly how you operated, were you ever “contacted by representa- 
tives of the American Lithofold Corp. in connection with their con- 
tracts / 

Mr. Mottnc. How do you mean “in connection with their contracts”? 


Senator Hory. Did they ever contact you in connection with busi- 
ness in any way? 
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Mr. Mourne. Representatives of the American Lithofold Corp. did 
come into our office : yes, sir. 

Senator Hory. Did they come in quite frequently 

Mr. Mourna. No. sir. 

Senater Hory. How often did they come in / 

Mr. Moutne. Not as often as other companies. 

Senator Horry. How often did they come in / 

Mr. Mourne. To see me or come in the office / 

Senator Hory. Either to see you or someone in your office. 

Mr. Motine. I would say they came in the office possibly two or 
three times a month, maybe more often. 

Senator Hory. What would they come in for / 

Mr. Mourne. Having to do with the work that they had already 
been awarded, possibly proofs on a job for corrections or O, K.’s; 
any questions they might have about setting the job up. 

Senator Horry. A new job? 

Mr. Mouine. Well, I mean a job that thev had been awarded that 
there was some question in their mind as to how to set the type, some 
question of design, or some question as to stock. There might be a 
second set of proofs, a job might be in a hurry. 

Senator Horr. Did any representative of the American Lithofold 
ever come to you or anyone in your office with regard to contracts 
that were being let either by bid or by negotiation ¢ 

Mr. Mottne. No sir; ; to the best of my knowledge, they did not. 

Senator McCartrry. May I interrupt there for a moment: Did 
they ever contact you in regard to the specifications in the contracts / 

Mr. Motrin. To the best of my knowledge, no, sir. 

Senator McCarruy. Did you have anything to do with determining 
what the specifications would be for the various contracts ? 

Mr. Motine. For continuous forms, which is the type of product 
that that company makes, there are normally standard specifications 
to meet those products. 

Senator McCartruy. Who determines what those specifications will 
be? 

Mr. Motine. Those specifications, I would say, were determined 
originally by industry. 

Senator McCarruy. Did you have anything to do with determining 
what the specifications would be, anything to do with it ¢ 

Mr. Mo.inc. Well, if I found that a specification was not open to 
competitive bidding, I would have questioned it. 

Senator McCarrHuy. My question is did you have anything to do 
with what the specifications would be. I would like to have an 
answer. If you want to elaborate, you can do it later. But did you 
or did you not? 

Mr. Morine. In that capacity I could have had; yes, sir. 
Senator McCarrny. Not only you could have had, you did have, 
did you not? You did have considerable to do with what the specifica. 

tions would be, did you not? Did you not now? 

Mr. Morrna. I had something to do with specifications to insure that 
the Government got what it was supposed to have; yes, sir. 

Senator McCarruy. And the Lithofold men discussed that particu- 
lar phase of your work with you on occasion, did they ? 

Mr. Moin. The Lithofold man? 
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Senator McCarruy. Yes. 

Mr. Mouine. No, sir. 

Senator McCarruy. Did they ever object to the particular specifica 
tions put forth for a particular job? 

Mr. Mouine. On any particular job? 

Senator McCarruy. Yes. 

Mr. Motina. Not tomy knowledge, sir. 

Senator McCarriy. Wasn't that one of the reasons why they con- 
tacted you, in regard to changing the specifications so it would be 
easier for their company to bid? 

Mr. Mouine. No, sir. 

Senator McCarruy. Did they ever contact you in regard to a change 
in the specifications or contact you in regard to what the specifications 
should be ¢ 

Mr. Mourne. Not to my knowledge : no, sir. 

Senator McCarruy. Did you ever receive any money from the 
Lithofold Co. before you started to work with American Lithofold / 

Mr. Monine. As a loan: yes, sir. 

Senator McCarruy. All right. How much did you receive / 

Mr. Mouine. As a personal ‘loan approximately $3,000: sir, 


Senator McCarrnuy. All right. You received about $3.000% About 
83.000 7 


Mr. Mourne. Yes, sir. 

Senator McCarrny. Could you be a little more specific; would you 
know exactly how much ¢ 

Mr. Mouine. I think it was $3,000, sir. 

Senator McCarrnuy. You think it was $3,000 ¢ 

Mr. Morina. Yes, sir. 

Senator McCarruy. Did you give a note back for it or anything! 

Mr. Mourne. No, sir. 

Senator McCarruy. You did not. 

You are not sure whether it was $3,000 or not ? 

Mr. Moiine. Iam pretty sure; sure. 

Senator McCarruy. You are pretty sure it was $5,000? The rea- 
son I question you on that is normally if a man borrows money he 
knows exactly how much: he borrows. 

Mr. Morne. Yes, sir; but I borrowed this over a long period of 
time in small amounts. 

Senator McCarruy. Insmallamounts? 

Mr. Moning. Yes, sir. ) 

Senator McCartruy. Over what period of time ? 

Mr. MouincG. Late 1949 through the year 1950. 

Senator McCarry. Late 1949 through 1950 ? 

Mr. Mouine. Yes, sir. 

Senator McCarrny. Which representatives of the American Litho- 
fold Co, paid you the money or loaned you the money ? 

Mr. Mouine. Mr. R. ~ Blauner, sir. 

Senator McCarrny. R. A. Blauner? 

Mr. Morina. Yes, sir. 

Senator McCarrny. That is the man who is now in Cuba? 

Mr. Mourne. Yes, sir. 

Senator McCarruy. Right. 

How many times—you say in small amounts, how many times—a 
month, a year, a week, would you get some money from R. A. Blauner? 
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Mr. Motte. In 1950, approximately once, twice a month, sil 
Senator McCarruy. Once or twice a month. In 1949, how often 4 
Mr. Motine. Approximately the same. 

Senator McCartriry. Once or twice a month you got money from 
Blauner also in 19504 During that time American Lithofold was, 
of course, doing business with your department / 

Mr. Monina. Yes, sir. 

Senator McCarriy. Will you tell us just how that came about ? 
Did you contact him and say 

Mr. Mourne. Can I make a- 

Senator McCarruy. Certainly. 

Mr. MotincG. You said that they did business with my department, 
sir. My department was the Army Air Forces. They did business 
with the contractor in the Department of the Army. 

Senator McCarruy. Right. 

Will you tell us just how the contacts were made? Did you call 
Blauner and say, “I need some money?” Did he stop in to see you? 
How did it come about ? 

Mr. Mourne. Mr. Blauner and Mrs. Blauner and the family and my 
wife and I were very close personal friends. 

Senator McCarruy. Yes. 

Mr. Moutnc. For a period of a 9 years. We were 
together often. We spent Christmas together or Christmas eve, par- 
don me. I would consider Mr. Blauner, Mrs. Dito were our best 
personal friends. 

Senator McCarrny. Did you get one of those cameras also? 

Mr. Mouine. Yes, sir. 

Senator McCarruy. You did? 

Mr. Mouine. I got it in their home at Christmas time. Pardon me, 
it was a little after Christmas; it was late coming. 

Senator McCarrny. How about the hams, did you get any of those / 

Mr. Morne. I got a ham; yes, sir. I got the ham from American 
Lithofold Co., not Mr. R. A. Blauner. 

Senator McCarruy. Incidentally, one of the witnesses testified the 
other day that he thought it would be proper to take an 11-pound 
ham: that would not influence a man in giving any Government busi- 
ness, but a 12-pound ham he thought was the limit. Do you place 
the same value on a 12-pound ham ¢ 

Mr. Monine, Tam sorry, I did not weigh my ham. 

Senator McCarruy. How many hams did you get from them, about 
how many hams? 

. Mr. Motine. What T have reference to was a ham in a basket. 

Senator MceCarruy. Let me put it this way: What other gifts did 
you get besides the camera’ We have had perfume and hams and 
turkeys and that sort of thing mentioned. Just tell us what gifts 
you received besides the camera. 

Mr. Moutine. A television set. 

Senator MceCarrny. Television set ? 

Mr. FLANAGAN. Senator, before we go into that. can we clear up 
the $3,000 loan ¢ 

Senator McCarruy. I was going to proceed with this $3,000. 

A television set and what else? 


Mr. Monin. A Revere camera. 
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Senator McCarrny. What is a Revere camera ¢ 

Mr. Mouine. That is a camera and projector; that is a motion p) 
ture camera. 

Senator McCarruy. Do you know roughly what the value of t! 
Revere camera would be! 

Mr. Moxrine. Well, I am only guessing, but I would say $125, 

Senator McCarruy. So far as you know, the gifts all were charged 
to the corporation, American—— 

Mr. Mourne. No, sir; that was not my understanding. I have no 
knowledge of it 

Senator McCarrny. You have no knowledge of that ? 

Mr. Mouine. But the major gifts that I received, I received in Mr. 
Blauner’s home at Christmas time, and I considered them personal 
gifts and I, in turn—we exchanged gifts, sir. 

Senator McCarrny. Will you tell us what other gifts you received ? 

Mr. Morine. My wife received a piece of costume jewelry, a neck 
piece valued at approximately $15. 

Senator McCarruy. What else? Anything else? 

Mr. Mourne. Mr. Flanagan, did I give you any other items? 

Mr. Fianacan. You go ahead and testify. 

Senator McCarruy. it is not a question of what you gave Mr. 
Flanagan; it is a question of what you got from Mr. Blauner. You did 
not give Mr. Flanagan anything ‘besides information ? | Laughter. | 

Mr. Morin. No, I tried to—I went over the list before. A turk y 
from the Lithofold Co., not Mr. R. A. Blauner. 

Senator McCarruy. Who gave you the turkey? 

Mr. Mouine. The Lithofold Corp. had a card on it, 

Senator McCarrny. I know that the corporation did not come over 
and hand you that turkey. Who gave it to you, which man; who, 
physically, gave you the turkey ? 

Mr. Mouine. I would assume that the Washington office; it was 
delivered by a truck and not by a representative. 

Senator McCarruy. I understand. Anything else? 

Mr. Morine. Not to my knowledge, sir. 

Senator McCarruy. Will you tell us a little more about the loan’ 
You would be up to see Blauner, and you would receive money once 
or twice a month. What type of bookkeeping did you keep on that / 

First. let me ask you this: Did you ever give him any note, any 
piece of paper, an IOU or anything to indicate the amount of money 
you got from him? 

Mr. Morinc. No, sir. I made several notes at one time, but it boiled 
down to a matter of he and I in our heads knew what the amount was, 
and I had no actual good record of it. 

Senator McCarruy. That would be given in cash, would it? 

Mr. Mo.tnea. Yes, sir. 

Senator McCarruy. No checks ever changed hands? 

Mr. Mouinea. No, sir: not on that; no, sir. 

Senator McCarrny. Would you tell us what the smallest sum _— n 
at any one time would be, and also the largest given at any one tin 
if you remember ? 

Mr. Mouine. Well, I would say $100 would be the smallest, and | 
don’t recall over $400 at any time. 

Senator McCarruy. I see. You say that you never made any 
there was never anything written passed between you? You would 
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both assume you both would know how much it was, and now you 
think it is $3,000? 


Mr. Mouine. Yes, sir. 

Can I add something, sir? 

Senator McCarrny. Yes. 

Mr. Motine. I also lent Mr. Blauner money at times. 

Senator McCarruy. When did you loan him money 

Mr. Mourne. I would think that was in the period the it he was out 


of the Lithofold Co.; I believe it was in 1948, sir. 


Senator McCarruy. How much money did you loan Blauner? 

Mr. Mourne. Just small amounts, $100, $150. 

Senator McCartruy. Well, how much as a total would you say? 

Mr. Motrne. I would say $500. 

Senator McCarruy. <A total of $500. 

Did he pay that. back ¢ 

Mr. Mourne. Yes, sir. 

Senator McCarruy. When did he pay that back ? 

Mr. Morine. The same way. The next time he saw me, he might 
cive it back to me. 
~ Senator McCarruy. Have you paid back the $3,000? 

Mr. Mourne. Sir? 

Senator McCarruy. Have you paid the $8,000 back to American 
Lithofold ? 

Mr. Motine. On that loan, sir, I owe approximately $1,500. 

Senator McCarruy. And dion you paid it back, the other $1,500, 
how did you pay it back, in cash or check ¢ 

Mr. Mouine. By cash, sir. after I went with the company. 

Senator McCarrny. And you paid it back directly to R. A. 
Blauner ? 

Mr. Mouina. Yes, sir. 

Senator McCartruy. How long has Blauner been out of the country, 
do you know ? 

Mr. Morine. Oh, I think he was here twice since I went with the 
company, sir; I think he went back the last time in June or July. 

Senator McCarrnuy. In other words, did he leave the country be- 
fore you went with the company ? 

Mr. Morne. I think so, sir: and then came back. 

Senator McCartriry. He did, and then he came back twice? 

Mr. Mourne. Yes, sir. 

Senator McCarrny. Did you pay him back any money—yes, did 
you pay him back any money on the first time he came back ? 

Mr. Mourne. I don’t know the dates that well, sir. 

Senator McCartuy. Well, you say he was back in the country twice. 
You paid him a total of $1,500. Was that the first time he came 
back or the second time ? 

Mr. Morine. Would you mind repeating that, sir? 

Senator McCarruy. I say, you just got through telling me that you 
repaid $1,500 to R. A. Blauner, $1, 500 of the $3,000 loan. 

You also tell me that he was only in the country twice since you 
went to work with the company. 

I want to know whether you paid him $1,500 the first time he was 
back, the second time, or whether you gave him some money both 
times, and, if so, how much ? 
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Mr. Morine. The second time he was back, sir, I gave him t| 


larger portion; I think it was $800. i Se 
Senator McCarrnuy. You gave him $800 the second time / = as yo 
Mr. Mourne. I was down in Cuba in August and gave him $500, EP Mr 
Senator McCarruy. Five hundred dollars in August : 3 Se 
Mr. Mourne. Yes, sir. * Mi 
Senator McCarruy. Were you down in Cuba on business of tli ‘ Se 
company ¢ : Mi 
Mr. Mouine. Yes, sir. F se 
Senator McCarrny. You were. In connection with sales / the I 
Mr. Moutne. Yes, sir. cuss 
Senator McCarruy. Is Mr. R. A. Blauner connected with the con F what 
pany any more / 4 M 
Mr. Mouine. Well, I imagine so. that 
Senator McCartriy. Do you know! You are a $25,000 a year man. tract 
and you should know. : meet 
Mr. Mona. Yes, sir; he is with the company. ; me 
Senator McCarruy. Receiv ing income from the company ? oM 
Mr. Mouinea. Yes, sir. r the 
Senator McCarrny. Is that right ? om 
Mr. Moraine. To the best of my knowledge. F for | 
Senator McCarruy. Do you have any clients down in Cuba? : M 
Mr. Morine. Does the company or me, sir, do you mean peo 
Senator McCarruy. Well, is there a difference ? ; ther 
Mr. Mouine. Well, yes, sir: I am the eastern division sales ma: } ~ 
ager; my territory stops at ee arg they 
Senator McCarrny. And is Cuba a part of your territory ’ had 
Mr. Morina. No, sir. pap 
Senator McCarruy. Would you mind telling us what the business M 
of the company was that took you to Cuba / lion 
Mr. Motine. Well, based on the fact that I had not been with the S 
company very long, there was a lot of questions I had: there was a \ 
lot of background I needed. We were trying to—the specific purpose : S 
for which I was hired was to build up commercial business and open om 
new offices, and I needed the background of Mr. R. A. Blauner in orde: wart? 
to do that. whi 
Senator McCarruy. What is your salary at this time? sub 
Mr.Mouine. Iam on a drawing account, sir, of $25,000. “ 1 
Senator McCarruy. Twenty-five thousand dollars a year? That S 
is since what month of this year? \ 
Mr. Mourne. March, sir. C 
Senator McCarruy. Since March. Before that you were working ' 
with the Air Force ¢ = 
Mr. Monine. Yes, sir. 7 
Senator McCarruy. What was your salary there? C 
Mr. Morine. Sixty-four hundred dollars, sir. tiny 
Senator McCarruy. Sixty-four hundred dollars. Could you giv: a 
us any idea of how much business the Lithofold Co. did with the Air je 
Force while you were with the Air Force ? a 
Mr. Mourne. No, sir; I would not know that. You would have to 16. 
get that from the contracting officer. ¢ 
Senator McCarruy. Would you say it was considerable / the 


Mr. Moutne. I should imagine so: yes, sir. 
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Senator McCarrny. Who made the arrangements with you insofar 
as your employment is concerned 

Mr. Mourne. Both Mr. R. A. Blauner and Mr. R. J. Blauner. 

Senator McCarrny. How often have you seen Mr. R. J. Blauner? 

Mr. Mouine. Before or after I was with the company, sir’ 

Senator McCartny. Before you were with the company. 

Mr. Mouinc. Very seldom: probably three times. 

Senator McCartruy. Just one more question: When the salesmen for 
the Lithofold Co. would call upon you, what would they have to dis- 
cuss with you about the business of the company? In other words, 
what were you to do for them, if anything ¢ 

Mr. Mouine. They might have come in, sir, and discussed the fact 
that they hada contract from the Army Air Forces through the con- 
tracting officer for which they could not get paper to produce it and 
meet the Air Force requirements. 

Senator McCarruy. Couldn't get what ? 

Mr. Mortine. Could not get paper, sir, in time to produce it to meet 
the Air Force requirements. 

Senator McCarruy. Then what was your job, to try to get the paper 
for them ¢ 

Mr. Mouine. My job at that time, sir, was to go to the Air Force 
people responsible, liaison with the NPA, and present the matter 
there. 

Senator McCarruy. Did they ever discuss with you the fact that 
they could not get the paper to come up to the specifications which 
had been set in the original bid, that they could get other types of 
paper’ They discussed that with you, did they not ¢ 

Mr. Moning. Well, it is possible that_they discussed the substitu- 
tion of a stock, but I don’t reeal] it, sir, of any particular case 

Senator MeCartiry. Let me ask vou this 

Mr. Mourne. All companies discussed matters of that kind. 

Senator McCarruy (continuing). Is it not correct, Mr. een 
that on at least one occasion representatives of the Blauner Co, came 
to you and got you to work with them to change the specifications 
which had been provided in the original contracts so that they could 
substitute different types of paper, and fulfill the contract? That 
is correct, 1s 1t not / 

Mr. Mouine. Not to my knowledge. 

Senator McCarruy. Not to your knowledge / 

Mr. Moning. No, sir. 

Senator McCarruy. Did they ever discuss with you any of your 
efforts in their behalf toward setting certain specifications which they 
could meet, or changing specifications which had been set ? 

Mr.-Moutne. No, sir. 

Senator McCarruy. Would you say you did perform some fune- 
tions having to do with setting specific ations for the contracts ? 

Mr. Mouina. Well, if some office, sir, or some staff activity would 
order a job with a 24-pound paper that did not require it, and could 
use a 16-pound stock, I would change that specification and buy the 
16-pound stock. 

Senator McCartny. And you have changed the specifications in 
these 

Mr. Morne. It has been done: yes, sir. 
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Senator McCarrny. Let me ask you this: You have not for so: 
bidders changed the specifications, have you—have you ever done 
for the Lithofold Co.? I am not intim: iting there was anythi 
wrong. I just want to get the information. 

Mr. Morinc. Not to my knowledge. It was not a general policy 
rule to change anything, sir, but if something came up that was a 
vantageous to the Government to change it, T would go to the st: 
activity and get their permission, and take the matter up with the 

Senator McCarruy. You are now dr: awing $25,000. Do you g 
commissions on top of that ? 

Mr. Mourne. No, sir. 

Senator McCartuy. You say a drawing account ? 

Mr. Monine. Yes, sir. 

Senator McCartrny. Just what do you mean by a drawing account? 
What do you get in addition to the $25,000, if anything? 

Mr. Mourne. I get expenses. 

Senator McCarrny. I see. 

Mr. Mourne. Company expenses. 

Senator McCarrny. By a drawing account you mean you are get 
ting a salary of $25,000? 

Mr. Mowtne. A drawing account amounts to something like this: 
That the New York area or the eastern division has in the. past sold a 
certain volume, and my deal was to increase that volume, Sieding 
opening of new sales offices, hiring capable people, and training sale: 
men. 

If I had increased or would increase that business to any substantial 
amount, I would expect to draw more income on that basis. 

Senator McCartruy. Tell me just what the contract is and not what 
you would expect; just exactly what is the contract with America: 
Lithofold? 

Mr. Morrne. I have no written contract with them, sir. 

Senator McCartuy. You have no written contract ? 

Mr. Motine. No, sir. 

Senator McCarruy. What is the agreement ? 

Mr. Motine. The agreement was $25,000 a year. 

Senator McCarriy. $25,000 a year, with the understanding— 

Mr. Motrne. But the agreement was that I would practically double 
the business. 

Senator McCartuy. The agreement then was $25,000 a year, with 


the understanding if you would i increase the business the salar y woul: 
be increased ? 


Mr. Moxtne. Yes, sir. 

Senator Hory. Mr. Flanagan. 

Mr. Franacan. Let me ask vou a hypothetical question, Mr. Moling 
In the division or branch in which you were in the Air Force, would 
it be possible for any employee of that branch by requesting a change 
in the size of these forms to place one ¢ ompany in a more advantageous 
position than another? 

Mr. Mourne. We are talking about continuous forms, sir? 

Mr. FianaGan. Yes, sir. 

Mr. Mouine. That is possible but not probable because we had 
form standardization branch which was outside of my branch, and 
the job went there first. So if they set it up one way as a recom- 
mended specification, I don’t see how it could possibly happen. 
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Mr. FLranaGan. Would it be possible for someone in your branch 
to suggest to the other branch, the requirements branc h, that they 
change the size of the form, and in that way put one company in a 
more advantageous position than another? 

Mr. Mourne. If that would happen, sir, it would go out on invita- 
tions to bid. The other companies would be in there screaming right 
iway. 

Mr. Franacan. Is it nota fact that some companies that make forms 
have one type and size machine, and other companies have other types 
and sizes ¢ 

Mr. Motine. They have different methods of produe tion; yes, sir. 

Mr. Fuanacan. And could not it be possible if a certain size 1 require- 
ment was put out by the Air Force that one company would be in a 
much more advantageous position than another in bidding on that 
contract ? 

Mr. Morrie. I still say that the other companies would come in 
and protest. 

Mr. Franacan. Never mind about the protest, I am not asking 
about that. Would it not be possible to give one company an advan- 
tage over another by such a procedure ? 

Mr. Motrne. It could be possible. 

Mr. Fuanacan. In addition to this $3,000 loan which you received 
from R. A. Blauner, and which we have discussed, have you had any 
other loans from Mr. Blauner or anybody connected with American 

Lithofold Corp. ? 

Mr. Moxine. Yes, sir. 

Mr. Franacan. What were they? 

Mr. Mourne. A business loan; we were going into the printing 
business. 

Mr. FLanaGan. Who are “we”? 

Mr. Motine. Mr. R. A. Blauner and I. 

Mr. Franacan. All right, go ahead. 

Mr. Morine. Were going into the printing business. I was to get 
out of the Government; he was going to put up $10,000. He put up 
a total of $2,500, could not come through with the rest of it, and the 
idea stopped right there. 

Mr. Furanacan. Who did he give the $2,500 to? 

Mr. Mortine. Me, sir. 

Mr. Fuanacan. In cash? 

Mr. Morine. $1,000 cash, to make a down payment on it, and $1,500 
by chee *k. 

Mr. Fuanacanx. And that $2,500 were to be used by you and Mr. 
Blauner in a joint printing business ? 

Mr. Motrne. We were going into the pr inting business. 

Mr. Fuanacan. What did you do with that $2,500 4 

Mr. Motine. Bought printing equipment. 

Mr. FuanaGan. Who holds title to the printing equipment ? 

Mr. Morrna. I hold title to the printing equipment. 

Mr. Fnanacan. When did you get this $2,500 from Mr. Blauner? 

Mr. Morrna. 1947. 

Mr. FuanaGan. What time in 1947? 

Mr. Motine. Pardon me, the first thousand dollars was in late 1946 
and the $1,500 was in 1947, or possibly March, sir. 
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Mr, Fuanacan. Early 1947 / 
Mr. Moutna. Yes, sir. 
Mr. Fuanacan. Has any of that $2,500 been repaid to Mr. Blauner / 
Mr. Mourne. No, sir. 

Mr. FLuanaGan. Where is the printing machinery now / 

Mr. Mouine. I have it, sir. 

Mr. FLanacGan. Did you give a note or any other evidence of that 
debt ¢ 

Mr. Mouina. I gave a note for the $1,500. 

Mr. Franaian. Who has that note? 

Mr. Mourne. Mr. R. A. Blauner. 

Mr. FLanaGan. How about the other thousand dollars ? 

Mr. Mouine. I did not give him a note, sir. 

Mr. Fuanacan. Have you had any other loans from Mr. R. A. 
Blauner or anyone connected with that firm ? 

Mr. Morin. I bought an automobile in 1948 and borrowed part 
of the down payment. 

Mr. Franacan. From whom ?/ 

Mr. Monine. Mr. R. A. Blauner. 

Mr. Franacan. How much? 

Mr. Monine. S600, sir. 

Mr. Fuanacan. You borrowed $600 from R. A. Blauner in 1948? 
What month / 

Mr. Mourne. I think August. 

Mr. Fuanacan. Is that when you bought a De Soto station wagon? 

Mr. Moiine. | wouid tike to explain the circumstances, if I may. 

Mr. Fuanacan. Go ahead. 

Mr. Mouine. I had an automobile which I considered was worth 
about $2,000; it was a Nash. 

I had always wanted—that is when cars were hard to get, and I 
wanted—a De Soto, and I was able on short notice to get a De Soto 
and T could not sell the Nash quick enough to make the down payment. 

I placed it with a second-hand dealer in Washington. I scraped up 
the down payment to make on the De Soto, borrowing the money 
from Mr. Blauner to help—Mr. R. A. Blauner. 

[ arranged for the financing of the balance: I bought the De Soto. 

Thirty days later I was able to sell the Nash car, and I am not 
sure of the price, but I think it was $1,600, 

I applied—I think there was approximately S800, a lump sum on 
the De Soto—and I paid Mr. Blauner back the money I had _ bor- 
rowed from him. 

Mr. Fiuanacan. Did you pay him by check or by cash / 

Mr. Monine. By cash, sir. 

Mr. Franacan. Did you get a receipt for the pavment of the money! 

Mr. Mourne. No, sir. 

Senator McCarruy. May I interrupt? Did you not tell me a 
minute ago that you had loaned Mr. Blauner money in 19484 

Mr. Mo ina. Yes, sir. 

Senator McCarruy. What part of the year did you loan him the 
money / 

Mr. Morine. I don’t recall, sir. 

Senator McCarruy. Well, was it around August ? 

Mr. Mouine. I wouldn’t know, sir. 
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Senator McCarruy. When did you pay him—when did he pay that 
hack ¢ 

Mr. Mouine. Oh, in a very short time; I mean that was just a “lend 
me $50 or $100 and I will give it back to you next week,” something 
like that sort of deal. 

Senator McCarruy. Did he pay that back before you borrowed the 
¢600 from him / 

Mr. Mourne. I think so, sir. 

Senator McCarruy. All right. 

Mr. Fuanacan. Did you receive any other loans from Mr. Blauner 
or anyone connected with the American Lithofold ¢ 

Mr. Mouinc. No, sir; not to my knowledge. 

Mr. Fuanacan. That then total $6,100 in loans that you borrowed 
from R. A. Blauner during the period of time that you were in the 
Air Force? 

Mr. Mourne. Yes, sir. 

Mr. FuanaGan. You stated that vou received a movie camera and a 
projector from R. A. Blauner. When did you receive that movie 
camera and projector / 

Mr. Morina. I think that was at Christmas of 1948, sir. 

Mr. FuanaGAn. You are sure that was not Christmas of 1947? 

Mr. Morrne. It could have been: it was at Christmas, but I don’t 
know. 

Mr. Fuanacan. You do not know whether it was 1947 or 1948? 

Mr. Mourne. That is right, sir. 

Mr. Fuanacan. Did Mr. Blauner tell you that was a personal gift 
from him to you 4 

Mr. Mouinc. He did not say anything like that, but we were around 
a Christmas tree, and he presented it in such a manner that I consid- 
ered it a personal present from Mr. R. A. and his wife to my wife and 
myself. 

Mr. Franacan. Did he indicate that the company had paid for the 
camera / 

Mr. Mouine. He did not, sir. 

Mr. Fuanacan. Was that a Revere No. 85 projector / 

Mr. Mourne. It was a Revere, sir. but I don’t know the number. 

Mr. Fuanacan. With a case / 

Mr. Mouine. It was an &-millimeter. 

Senator McCarruy. Roughly what is the value of that ? 

Mr. FuanaGan. Wasn't there also a camera and a projector 

Mr. Mouine. Yes, sir: I believe I stated that. 

Mr. Fuanacan. A Revere 8-millimeter camera and a Revere 8-milli- 
meter projector ? 

Mr. Mourne. Yes, sir: I stated that. 

Mr. Fuanacan. I might state that the records of the American Lith- 
ofold Co. contain these two bills. They are bills of Haber & Fink, 
Inc., New York City. The first bill is dated December 19, 1947, and 
indicates a sale to American Lithofold Co., attention Mr. Blauner. 
It is for one Revere magazine 8-millimeter camera and two rolls of 
Kodachrome film. Did he also give you two rolls of Kodachrome film 
at the time? 

Mr. Mourne. I don’t remember, sir. I would assume there must 
have been a roll there, but I don’t remember it. 
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Mr. Fuanacan. A total value of $115. a Mi 
(This bill was marked “Exhibit No. 24” and may be found in | did. 
appendix on p. 1236.) loan: 
Mr. Fuanacan. There is also a bill from the same company to Any busil 
ican Lithofold, dated December 30, 1947, for a Revere No. 85 project M 
and a case for the above; total value, $106. strie 
(This bill was marked “Exhibit No. 25” and may be found in t\) Mr. . 
appendix on p. 1237.) M 
Mr. Fuanacan. That makes a full total of approximately $221. tion. 
You also got a case for your camera and projector; did you not ¢ M 
Mr. Mourne. Yes, sir. M 
Mr. Franacan. Both of these were in 1947, and both of these wer prop 
charged to the American Lithofold Corp. as a business expense. : ceive 
Mr. Motine. That was without my knowledge, sir. Lith 
Senator McCarruy. Mr. Flanagan, do you have any indication M 
there as to who paid for the television set? agal 
Mr. FianaGan. Senator, we are in the process of working that up who 
now. There are three television sets charged to business expenses of spea 
this corporation, and we have not the numbers and cannot trace them. busil 
When did you get this television set ? M 
Mr. Morine. That must have been between 1946 and 1947, sir. spea 
Mr. FLanaGan. Sometime in 1946? Ing | 
Mr. Morne. I think so, sir. doin 
Mr. Franacan. Was that a Christmas gift ? 
Mr. Mortna. No, sir. 
Mr. Fuanacan. Under what circumstances did Mr. Blauner happen 
to give you a television set? 
Mr. Moinc. We had been shopping for a television set and, as I 
recall it, that was a fairly new subject those days as to the availability 
of television, and they were at my house, and we mentioned the sub- 
ject that we would like one, and he said, “What kind,” and we said, 
“Walnut,” and he said he thought he could get it for us. 
We offered him the money and he did not accept it. 
Mr. Franacan. What kind of a television set did he get you? 
Mr. Morrnc. An RCA. I think it is a standard set, 10 inches, I 
think; it is a small screen, a 10-inch screen, that sets on a ’ pedestal. then 
Mr. Firanacan. A small console model? M 
Mr. Mouine. Yes, sir. then 
Mr. Franacan. What was the value of that television set ? 
Mr. Morine. At that time I would guess it was $300 or $325 
maybe a little more. 
Mr. Franacan. Didn’t Mr. Blauner tell you how much it cost at 
the time you made him the offer to pay him? 
Mr. Motta. No, sir. 
Mr. FianaGan. But it cost $300 to $325, to the best of your recollec 
tion? or 
Mr. Mouinea. Yes, sir. didi 
Mr. FLranaGan. Were there any other gifts or gratuities received Tew 
from Mr. R. A. Blauner or anyone else in the cor poration / ¢ o 
Mr. Mourne. I don’t know if I mentioned the costume jewelry a — 
while ago. 
Mr. Fianacan. You mentioned the coe ann elry. 
Mr. Motine. To my knowledge that is all, s 
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Mr. Fuanacan. As a Government employee, civil-service employee, 
did you feel or do you now feel it was proper for you to accept these 
loans and these substantial gratuities from a company that was doing 
business with the Air Force? 

Mr. Motine. I felt it was proper, sir, because our relationship was 
strictly personal and friends. We had no direct relationship with 
Mr. Blauner, a business one. 

Mr. Fuanacan. You did have business dealings with his corpora- 
tion. 

Mr. Mourne. With his company; yes, sir. 

Mr. FuanaGan. Under those circumstances did you then think it was 
proper or do you now think it was proper that you should have re- 
ceived these loans and these substantial gratuities from the American 
Lithofold Corp. or any of its re presentatives / 

Mr. Motine. Well. being born and raised in Washington, Mr. Flan- 

igan, and knowing as many people as I do, I would have to cut a 
whale lot of friends that I have known for 25 years if I could not 
speak to them any more or visit them because their company was doing 
business with the Government. 

Mr. Fuanacan. Now, Mr. Moling, nobody said anything about 
speaking with friends or visiting frie ends. I am ti alking about receiv- 
Ing substantial loans and substantial gratuities from people that are 
doing business with the Air Force, where you were then employed. 
Do you think that was proper ¢ 

Mr. Motina. As of now, I can see it might not be the best thing in 
the world, but I saw no harm in it at the time, sir, when I needed 
the money, I had to borrow it somewhere, so 1 borrowed from the 
friends, 

Senator McCartny. Let me interrupt. Did you know that the cor- 
poration was paying for these gifts at the time ¢ 

Mr. Mouinea. I did not, sir. 

Senator McCarruy. ae me finish my question. 

Mr. Mouina. Yes, si 

Senator McCarruy. ‘if you knew the corporation was paying for 
the gifts at that time, would you consider it highly improper to accept 
them / 

Mr. Morrine. If I had known that the corporation was paying for 
them at the time I don’t believe I would have accepted them. 

Senator McCarruy. Were you through with the witness / 

Mr. FuanaGan. Go ahead. 

Senator McCarruy. Who else in the Air Force, to your knowledge, 

received gifts or loans from the American Lithofold Co., Blauner, or 
anybody connected with them ? 
_ Mr. Mourne. To my knowledge, sir, the only thing I would know 
is that at Christmastime the salesmen from the American Lithofold 
Corp. came in with candy, cigars, and things like that, whisky. They 
pan bring the whisky in the office, sir, but I know they gave out : 
few bottles of whisky. They gave it to me, sir. es 

Senator McCarruy. I see. Do you know of any other gifts that 
were given to anyone in on Air Force? 

Mr. Mourne. No, sir: I do not. 

Senator McCarruy. From either the Blauner’s corporation or from 
anyone connected with them ¢ 

Mr. Mourne. No, sir: I do not. 
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of bottles of whisky or the other materials passed out ‘ 

Mr. Moiinc. You mean total or—— 

Senator McCarruy. Total. 

Mr. Morine. Well, for instance, last Christmas, to my knowledve 
there were six bottles given out. I got three of them, and anot)he 
gentleman got another three. 

Senator McCarruy. In other words, you received the heaviest gift 
and loans of anyone in the Department, to your knowledge.  Y. 
do not know of anyone who got anywhere near what you got / 

Mr. Mourne. I would not say—well, if you are counting Mr. R. A 
Blauner as being part of the company: ves, sir. 

Senator McCarriuy. Let me ask you, do you count him as part of 
the company ? 

Mr. Moxie. I did not at the time, sir: that was based——— 

Senator McCarruy. Pardon? You say you did not consider R. \, 
Blauner as part of the company ? 

Mr. Morinc. Let me clarify that, please, sir. My relationship with 
Mr. Blauner was on a friendly basis. My relationship with th 
company—— 

Senator McCarruy. Must have been very friendly. 

Mr. Motine (continuing). With the company people was official. 
Now, what I was trying to clear up. I did not get the heavy portion 
of gifts from the salesmen to people in the Air Forces; I did not get 
any more, I don’t think, than anybody else. 

Senator McCarruy. When did you first meet Mr. R. A. Blauner/ 

Mr. Mouine. I believe it was in 1942, sir. 

Senator McCarruy They were still in the same business at that 
time ¢ 

Mr. Mottne. Yes, sir. 

Senator McCarruy. Did he call on you in the office in regard to 
sales‘ How did you happen to meet ? 

Mr. Morin. He was introduced to me, sir, by a civilian in the Ai: 
Forces. 

Senator McCarrny. By a civilian in the Air Forces? 

Mr. Mouina. Yes, sir. 

Senator McCarruy. What is the name of the man? 

Mr. Motine. Mr. Coverly Smith. 

Senator McCarruy. Pardon ? 

Mr. Mouine. Mr. Coverly Smith. 

Senator McCarrny. Coverly Smith? 

Mr. Morina. Yes, sir. 

Senator McCarruy. And Smith was an Air Force procurement— 

Mr. Morine. Not in Air Force procurement, sir. 

Senator McCartuy. What was his job? 

Mr. Motinc. That was in the headquarters of the Air Matériel 
Command or the Air Service Command, which was a supply job, 
requirements and distribution. 

Senator McCarrnuy. And Blauner was there at that time in regard 
to the business of the company; right ? 

Mr. Mottne. I would say so; yes, sir. 

Senator McCartuy. How long were you doing business with him 
as a member of the corporation before you got on such a friendly 


Senator McCarriry. Can you give us some estimate of the num) 
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basis that you would spend Christmas eves at his home, and that sort 
of thing? 

Mr. Mottnea. I didn’t do any business with him, sir. I was intro- 
duced to him. I was interested in the industry and its know-how, 
how big it was, and I would like to emphasize that bes - on that, 
and my knowledge of other people, I represe nted to the Munitions 
Board the fact that this subject was critical if we didn’t take some 
action to have an expansion of this industry. 

Senator McCarruy. Since you have been an official of the Litho- 
fold Co., do you know of any gifts that have been given to any Gov- 
ernment employee or official ? 

Mr. Motinc. You mean other than what I have already talked 
about ¢ 

Senator McCartruy. That is right. 

Mr. Mourne. No, sir. 

Senator McCartnuy. In other words, since you have | een an official 
with the company you do not know of any gifts that have been given 
to any Government official 4 

Mr. Mo uina. No, Sir. 

Senator McCartuy. When did you first discuss with R. A. Blauner 
your going to work with the corporation / 

* Mr. Monine. Mr. R. A. Blauner had offered me a job, I would say 
he offered me one in 1942: he offered me one when the Korean situation 
started, and- 

Senator McCarrny. What did he offer to pay you in 1942; and 
when the Korean situation started ¢ 

Mr. Moutne. I think back in 1942 it was something like $12,000. 

Senator McCarrnuy. And again in 1948? 

Mr. Mortne. I don’t think it was discussed that far, sir. I was 
determined to finish my 30 years. 

Senator McCarruy. From time to time did he tell you that when 
your 30 years were completed you would have a job with the company / 

Mr. Mo.ine. No, sir. 

Senator McCartny. Well, you completed your 30 years—— 

Mr. Motrxe. When my 30 years—— 

Senator McCartrnuy. You completed your 30 years? 

Mr. Mournea. Yes, sir. 

Senator McCartny. As soon as you completed it, you took a job 
with the company; is that correct ? 

Mr. Mourne. Yes, sir. 

oe nator McCartruy. And you say he had offered you a job before 

iat at a higher salary than you were getting with the Air Force, but 
you told him that you would not go with the corporation until your 
v0 vears Were completed ? : 

Mr. Motine. Pardon me, sir, I did not say that exactly I would 
go with the corporation when my 30 years were completed. I never 
told him that in advance. He was the last person to know when I 
made up my mind to resign that I was looking for a job, so to speak. 

Senator McCartuy. Well, now, when he offered you the job in 1948, 
do I understand you to say that you told him “No,” you wanted to 
complete your 30 years first ? 

Mr. Mortna. I did not say he offered me a job in 1948, sir. I said 
when Korea started. 

$1249—51—pt. 333 
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Senator McCarruy. When the war in Korea started. 

Mr. Motine. Yes, sir. 

Senator McCartrny. When he offered you the job then did you tel! 
him that you wanted to wait and complete your 30 years? 

Mr. Motrne. I told him I was too near the end of that time to thi: 
of leaving. 

Senator McCartuy. All right. And in 1942 when he offered 
the job at $12,000 a year in 1942, did you also tell him that you wanted 
to complete your 30 years first / 

Mr. Motina. No, sir. 

Senator McCarruy. What reason did you give him for turning 
down that job? 

Mr. Motta. I just was not interested. 

Senator McCarruy. I see. 

Senator Hory. Senator McClellan ? 

Senator McCietian. Mr. Moling, I have not heard all of your test 
mony; I have apparently only heard the foundation that was laid 
for the questions asked you. Tam not quite clear, and I do not think 
you made quite clear the amount of loans that vou have received fro 
R. A. Blauner, and the gifts you had received from him, and the gift- 
and loans you may have received from the company, as distinguishe: 
from individual transactions and those of the company. 

If you are unprepared to do it now, I want you to do this, I wai 
you to prepare and submit a statement under oath as to the tota! 
amount of loans that you received from R. A. Blauner from 1946 
you were with the Government in 1946, were you not? 

Mr. Motrna. Yes, sir; I was with the Government 30 years. 

Senator McCLeiian. Let us go a little further than that, let us go 
from the time that you went with the Government in the Government 
service—— 

Mr. Mourne. That is 1921. 

Senator McCLeL.an (continuing). Through and up until the time 
that you became a direct employee of the company, which was some 
time this year, March this year, I believe? 

Mr. Motrna. Yes, sir. 

Senator McC .etian. I want you to submit an itemized list of thi 
amounts you borrowed, the gifts you received, the fair value of t! 
gifts, that is, from R. A. Blauner. 

I believe you said your relations with R. J. Blauner were simply 
business ¢ 

Mr. Motina. No, sir. 

Senator McCietuan. There are two of them, are there not? One 
is R. A. 

Mr. Mottnea. Yes, sir; but I said I had practically no relation with 
R. J. Blauner ; I don’t think I met him over three times. 

Senator McCie.ian. That is what I understood you to say. 

Mr. Motine. Yes, sir. 

Senator McCrietxtan. Whatever conduct that was, that was not 
social, as you claim the other was. 

Mr. Motine. Right, sir. 

Senator McCretian, It was not friendship, social, or business. 

Mr. Mouine. It was not social nor business, sir. 

Senator McCretian. Just incidental. 

Mr. Mouine. Yes, sir. 
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Senator McCrietian. All right, then, we will skip R. J. Blauner. 

Mr. Mourne. Yes, sir. 

Senator McCie.tuan. But I do want a complete itemized statement, 
to the best of your memory, as to the total number of gifts, borrow- 
ings, and transactions that you had with R. A. Blauner 

Mr Mo1ina. Yes, sir. 

Senator McCuietian (continuing). And the fair value of those 
gifts from your own estimate, except where you know what the value 
was, what the cost was, and I would like for you to place that in the 

record. 

Then I should want you to do the same thing with respect to the 
company; what gifts you received from the company, whether a 
bottle of whisky, a turkey 

Mr. Mourne. Yes, sir. 

Senator McCLe.uan (continuing). A box of fruit or a loan, a com- 
pletely itemized list of that submitted. 

Mr. Morinea. Yes, sir. 

Senator McCuetzan. I assume you are not prepared to do that at 
the moment ? 

Mr. Motta. No, sir; it would take me a while. 

Senator McCietian. How long do you think it would take you to 
do it? 

Mr. Mottne. I should be able to get it back up here tomorrow, sir. 

Senator McCiettan. All right, then, tomorrow I would like to have 
it submitted for the record tomorrow. 

Senator Hory. That will be considered as being sworn to, Mr. Mol- 
ing, when you file it. It will be just the same as if you swore to it 
here. 

Mr. Mottna. I see; yes, sir. In other words, I give that to Mr. 
Flanagan ¢ 

Senator Hory. Yes, you turn it in to Mr. Flanagan. It would be 
the same thing. 

Senator McCietnan. You swear that that will be the truth, the list 
that you submit. 

Mr. Mo.ina. Yes, sir. 

(The information requested was subsequently given to the sub- 
committee and will be found in the appendix under “supplemental 
data” on p. 1251.) 

Senator McCrietxan. So that there will be no mistake about that. 

Now, then, what other companies doing business with the Govern- 
ment did you borrow money from or from their representatives during 
that period of time? 

Mr. Motte. I borrowed from one other company, s 

Senator McCrettan. What other company? 

Mr. Morina. The Laurel Printing Co. 

Senator McCtetian. Laurel? 

Mr. Mourne. Yes, sir. 

Senator McCretian. Printing company ? 

Mr. Mourne. Yes, sir. Let me correct that statement, sir. I did 
not borrow it from Laurel Printing Co., but I believe it was made 
available by one of the officers of that company. 

Senator McCtetian. Borrowed it from one of their officers or 
representatives ? 

Mr. Motrna. Yes, sir. 
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Senator McCrevtan. How much did you borrow from them? 

Mr. Mouinea. $6,000, sir. 

Senator McCietxan. When did you borrow that? 

Mr. Motine. In January of 1950. 

Senator McCirtian. Was that cash or by check? 

Mr. Mouina. That was by check, sir. 

Senator McCLeiian. By check. Did you give a note for it? 

Mr. Motine. Yes, sir. 

Senator McCietian. Have you repaid the note? 

Mr. Motive. Paid part of it, sir. 

Senator McCietian. How much. 

Mr. Mourne. A thousand dollars. 

Senator McCretxan. A thousand dollars. Give the name of the 
representative of the company from whom you borrowed that money. 

Mr. Morinc. Pardon me just a second. The individual I signed 
the note to was Mr. Frederick Weisler. He was the attorney for the 
gentleman. 

Senator McCrietzan. Was that note made to the company, payable 
to the company ? 

Mr. Motive. I don’t believe so, sir; it was made payable to this 
gentleman. 

Senator McCrentian. Made payable to that gentleman. Well, was 
the check that you received granting the loan or in payment of the 
loan, was that a company check from the company or was it drawn 
by this individual ? 

Mr. Motrne. No, it was from this gentleman, that is why I cor- 
rected by statement when I said the Laurel Co. I had no reason for 
saying that. It was from this gentleman. 

Senator McCiettan. What connection did he have with this 
company ¢ 

Mr. Morrne. I believe one of the officers from the printing company 
arranged the money; where the money came from, I do not know. 

Senator McCietian. Which one did you arrange with, which one 
did you approach for the loan, or which one volunteered to make the 
loan to you? 

Mr. Motrne. I approached the gentleman with the Laurel Printing 
Co. 

Senator McCietLan. What was his name? 

Mr. Motrinec. Ben Grossman. 

Senator McCietLtan. Who? 

Mr. Motinc. Ben Grossman. 

Senator McCuetian. I am sorry. 

Mr. Motinc. Ben Grossman. 

Mr. FianaGan. How do you spell that ? 

Mr. Mottne. G-r-o-s-s-m-a-n. 

Senator McCietuan. Ben Grossman. What was his position with 
the company ? 

Mr. Mourne. I am not sure, sir, if it is president or the vice presi- 
dent. 

Senator McCuievian. I take it you did not know him very well 
personally ¢ 

Mr. Motrnea. Not too well; no, sir. 

Senator McCiettan. You were not old friends and visited 
Christmas and exchanged gifts and exchanged loans? 
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Mr. Mourne. That is true, sir. 

Senator McCietnan. This was a new transaction with someone 
who was practically a stranger? 

Mr. Mourne. Not a stranger, sir. 

Senator McCietian. Well, it was not any intimate acquaintance- 
ship. 

Mr. Mourne. Well—— 

Senator McCuetnan. You never had any previous borrowings or 
loanings or gifts? 

Mr. Mourne. No, sir. 

Senator McCLeLLan. So it was a new enterprise insofar as—— 

Mr. Mouina. Yes, sir. 

Senator MoCLeLLan (continuing). The two of you were concerned. 
Did you give him any security for the loan other than your own 
note ¢ 

Mr. Mourne. No, sir. 

Senator McCietitan. What was the moving cause or incentive for 
your obtaining that loan? What interested this man with whom you 
were just an acquaintance—what interest did he have in granting you 
aloan? What was the purpose? 

Mr. Mouine. It was a matter concerning my—the health of my 
wife, sir. 

Senator McCietnan. Well, as I understood you, you had 25 friends 
you listed a while ago here, close friends. 

Mr. Mourne. Yes, sir. 

Senator McCLetitan. Did you approach any one of them for a loan 
and get turned down ? 

Mr. Mourne. I believe I did, sir. I cannot recall offhand which 
ones. 

Senator McCietnan. You cannot recall which ones, but as it 
finally resolved itself, you went to a man who was a comparative 
stranger ¢ 

Mr. Motre. [I still think he was not a stranger, sir, in my eyes. 

Senator McCietian. Well, he was not a friend, either, was he, in 
the sense of your eyes, as you referred to friends a while ago ? 

Mr. Motine. I consider him a friend. We are the best friends 
today. 

Senator McCietLan. Well, did you say awhile ago—— 

Mr. Morine. I tried to say he was not a stranger. I would not say 
he was a personal friend in the sense that R. A. Blauner was. 

Senator McCLet.an. He was not that kind of a friend ? 

Mr. Motrine. No, sir. 

Senator McC.ietian. In other words, Blauner was a much better 
friend then than this closer friend ? 

Mr. Mourne. Yes, sir. I might add, sir, that Mr. Blauner, had he 
been able, I am sure would have lent me this money also. 

Senator McCieian. I see. What was the name of the company, 
the Laurel Printing Co.? , 

Mr. Motrne. That he is associated with, yes, sir. 

Senator McCietnan. Where is that company domiciled? 

Mr. Motina. That is in New York, sir. 

Senator McCietLan. In New York? 

Mr. Motrine. Yes. 
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Senator McCietitan. What business did the Laurel Printing Co. 
have with or contemplate having with the Government at the time 
you asked for this loan ¢ 

Mr. Motrne. Nothing, so far as I know, sir. 

Senator McCrietxan. Was it not seeking Government printing 
contracts ? 

Mr. Motrna. I believe so. 

Senator McCietxan. You believe so? 

Mr. Mourne. Yes, sir. 

Senator McC.etian. Did you not know of it at the time? 

Mr. Mourne. Well, practically every printer in the country was 
seeking Government business. 

Senator McCietian. Yes. Any of this business coming through 
your office ? 

Mr. Mourne. I would not know if they got any business through my 
office. 

Senator McCiettan. You would not know? 

Mr. Motive. It still went through a contracting officer. 

Senator McCietian. Well, do you know that he had business going 
through the contracting officer at that time? 

Mr. Mourne. No, sir. 

Senator McCre.xian. Shortly before or anticipated soon afterward ? 

Mr. Moxtnea. No, sir. 

Senator McCietian. You do not know about that; did you discuss 
that with him? 

Mr. Motinea. No, sir. 

Senator McCietian. Any other company doing business with the 
Government that you got loans from or from their representtaives ? 

Mr. Morine. Not to my knowledge; no, sir. 

Senator McCretitan. You do not recall any other? 

Mr. Motrne. No, sir. 

Senator McCietitan. Any other from whom you received gifts, or 
gifts from their representatives ? 

Mr. Mourne. I received gifts from other companies, whiskey, cigars. 

Senator McCretian. In what quantities? 

Mr. Morin. Two or three bottles or a box of cigars. 

Senator MoCietian. Anything else? 

Mr. Mouine. Cigarette lighter, a few baseball tickets. 

Senator McCietian. Anything else? 

Mr. Motine. There might have been some others of that nature, but 
nothing of any size, sir. 

Senator McCre..ian. Did you receive any trips, any vacations from 
any of the companies, pay in that regard, giving you a free trip some- 
where, a vacation, or from their representatives ? 

Mr. Mourne. No, sir. I do not recall that I did, except from Amer- 
ican Lithofold. 

Senator McCrieiian. Except from American Lithofold. What 
trips did you receive from the American Lithofold Co. ? 

Mr. Morine. I went to see Mr. R. J. Blauner when I was invited 
down there to discuss taking the job with American Lithofold. 

Senator McCietian. At the company’s expense ? 

Mr. Mottnea. Yes, sir. 

Senator McCie.ttan. Where did you go when you went to see him ? 
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Mr. Moraine. To Florida, and then over to Cuba to see Mr. R. A. 
Blauner. 

Senator McCrieiian. All of that was at the company’s expense ? 

Mr. Mottna. Yes, sir. 

Senator McCietitan. You were still working for the Government 
at the time? 

Mr. Morina. I had informed the colonel in charge—— 

Senator McCLeLian. Had you submitted your resignation / 

Mr. Motrne. I wasleaving. No, sir. 

Senator McCietian. On retirement ? 

Mr. Mourne. I did not retire, sir; I resigned. 

Senator McCLetian. You resigned ? 

Mr. Motrnc. Because I was not old enough to retire at my age. So 
I did resign, but I had 

Senator McCrietLan. You had your 30 years’ service ? 

Mr. Moutna. Yes, sir. 

Senator McCietnan. Which is the maximum, so far as retirement 
benefits when you did become of age? 

Mr. Mourne. Yes, sir, right, sir. 

Senator McCietian. Any other trip or vacations paid for by the 
company or by its representatives ? 

Mr. Mourna. Mr. R. A. Blauner has entertained us. 

Senator McCLe.tian. Where / 

Mr. Mouine. At his farm in New Jersey. 

Senator McCieLtian. Where else ? 

Mr. Motrnc. In New York on several occasions, to world series 
games. 

Senator McCiettan. On several occasions you were his guest in 
New York? 

Mr. Moraine. Yes, sir. 

Senator McCieitian. You and your family? 

Mr. Mourne. Yes, sir. 

Senator McCLetLan. You would not be able to say how many ? 

Mr. Morine. I know I went to two world series games at different 
years. 

Senator McCieiian. During the course of your service with the 
Government in the course of these transactions during the war and 
subsequently, were you ever called by the Democratic National Com- 
mittee or anyone representing the Democratic National Committee, 
including Mr. Boyle, the present chairman, with reference to any 
contracts or transactions that were going through your office or 
through the contract officer ? 

Mr. Morrna. No, sir. 

Senator McCarruy. Nor the Republican National Committee? 

Mr. Mourne. No, sir. 

Senator McCLetian. I was going to get to that. 

Senator McCarrny. 1 guess the Republican National Committee 
does not have too much influence. 

Senator McCiettan. There may be some nervousness in the Re- 
publican National Committee, too. I do not know whether you are a 
Democrat or a Republican. Let us try to ease it up some, let us clear 
it up. 

Did you have any call from any Republican ? 

Mr. Moxie. No, sir. 
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Senator McCretian. The Republican National Committee? 

Mr. Motive. No, sir. 

Senator McC.iettan. Mr. Gabrielson or anyone else? 

Mr. Mourne. No, sir. 

Senator McCLetian. Have any calls from any other high source 
in the Government regarding any contract or any business or any 
applicant who was seeking a contract, or who had a contract, seeking 
modifications of it or adjustments ? 

Mr. Moutnc. We have had a few calls, sir, from somewhere in 
Congress inquiring for information, but I consider that something 
that went on all of the time. We pass it over to public relations people 
who handle it. 

Senator McCrettan. What I am referring to, of course, is calls 
where they are undertaking to influence some ‘action 2 

Mr. Mourne. No, sir; no calls of that kind. 

Senator McCie.tian. You have had no contacts or no calls or any 
pressure of that sort, from any Government source or from either 
of the National Committees ? 

Mr. Mourne. No, sir. 

Senator McCLe.itan. Or anyone representing them ? 

Mr. Mouinc. No, sir. 

Senator McCie.ian. As I understand it, of course, during the war 
when there was a shortage of paper, sometimes your regulations would 
come out in connection with the bid and it would be diffic ult, maybe, 
for the successful bidder or for any other to meet those specifications, 
is that correct, because of a shortage of paper ? 

Mr. Motine. Yes, sir; that is so. 

Senator McCieitian. I can appreciate that that may have occurred. 

Mr. Mourne. Yes, sir. 

Senator McCietian. Was it unusual for a successful bidder to 
come to you and try to make some adjustment where there is a shortage 
of paper or enlist your help in getting the raw material, the paper 
for him, to meet the specifications ? 

Mr. Morine. Well, to my knowledge, sir, what would happen in a 
case like that, if it was a contract let through the Government Print- 
ing Office, the man would have to go to the Government Printing 
Office with the question and the Government Printing Office would call 
the Department to see if we would go along with it, if there was any 
objection. If it was a contracting office within the military that was 
handling our business on a waiver from the Government Printing 
Office they would still have to go there and clear there. They would 
not basically get the change or any help from the Department. 

Senator McCLetian. But what I am driving at, I think there is no 
question about it, in the course of the war period, maybe even subse- 
quent to it or shortly afterwards, at least, that frequently there would 
be a shortage of materials. 

Mr. Mortne. That is true, sir. 

Senator McCiettan. Where some modification of your original 
contract maybe was necessary. 

Mr. Mo xine. I think, if you are asking me—if I may say this, the 
same thing the other gentleman was trying to get to, and I did not 
understand him too well— 
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Senator McCreuian. I want to give you the opportunity to clear it 
up, because there are a lot of these things, I do not think anything 
wrong with them, I think some of them were necessities —— 

Mr. Motinc. There are instances where a contractor cannot ful- 
fill his contract the way he was given it. In that case it is not unusual 
to go back to the proper source and ask for that change. 

Senator McCieiian. Ask for modifications of it so he can meet it? 

Mr. Mourne. That is true. 

Senator McCie.xan. I think that is true in all Government con- 
tracts, especially in time of war and shortages, and so forth. I do 
not think there is anything to be criticized about that, except to lead 
up to this next question. Where you substituted or where you were 
able and it became necessary to, say, substitute 16-ounce paper instead 
of 24- or 26-ounce paper, was there a reduction in price to the con- 
tractor comparable for the difference in value of the two materials? 

Mr. Mourne. It could be. 

Senator McCrienian. I know it could be—I think it should be— 
that is what I am asking. 

Mr. Moutne. It would depend upon the circumstances in each par- 
ticular instance. 

Senator McCieixan. In other words, you could not have any set 
formula for that, the adjustments had to be made? 

Mr. Mouine. That is right. 

Senator McCietnan. On the basis of the circumstances of each 
case ¢ 

Mr. Mouina. Yes, sir. 

Senator McCiettan. And were those adjustments sometimes made 
particularly in the printing field and paper field, were they sometimes 
made on the basis of your recommendations or at your solicitation ? 

Mr. Mourne. No, sir. 

Senator McCuietian. I thought you said they would come back to 
you as part of your job? 

Mr. Morinea. In that case we could only go back to the staff activity 
that is going to use the material. 

Senator McC ietnian. Go back to the staff? 

Mr. Monine. Yes, sir. 

Senator McCiettan. The agency that was going to use the 
material ? 

Mr. Mourne. Yes, sir. We had to go back frequently, all the way 
to Wright Field to find out answers to questions like that. We would 
not know from the use of the job whether it could be used or not. 
We had to go back to staff activity. 

Senator McCiettan. As I understood your testimony a while ago, 
you said that you received, as you recall, about $3,000 in loans from 
Mr. R. A. Blauner over a period of 1949 through 1950? 

Mr. Mourne. Yes, sir. 

Senator McCietitan. And as I understood your testimony, you 
said you would get these loans from once to twice a month, when he 
would come in your office. 

Mr. Mourne. No, sir; he did not come in my office. 

Senator McCie.xian. Well, you got the loans, am I correct in that, 
that you would get a loan once or twice a month from him during that 
period of time ? 


Mr. Motine. Yes, sir. 
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Senator McCietuan. For a period, then, of nearly 2 years you were 
constantly getting loans from him ? 

Mr. Mourne. I would not say constantly, either, sir. There might 
have been. 

Senator McCietian. If you were getting them, that is a relative 
term, of course, but. if you were getting from one to two a month it 
would be a pretty constant transaction from the standpoint of borrow- 
ing money ¢ 

Mr. Mourne. You mentioned, sir, 2 years. I do not think that. was 
exactly—I do not think I should say that. 

Senator McCietian. I do not want you to make a misstatement. I 
think you said that during the period of 1949 and 1950. 

Mr. Motte. I think it started, sir, in July of 1949, when Mrs. 
Moling was in the hospital for a major operation. 

Senator McCietian. July, 1949? 

Mr. Motine. Yes, sir. 

Senator McCieiian. All right. And when did you get the last 
loan from him before you went into the Lithofold’s service? 

Mr. Mourne. I would say last January. 

Senator McCie.Lan, January, 1950, is that correct, or 1951? 

Mr. Mouine. That would be January, 1951. 

Senator McCLetian. January, 1951? 

Mr. Mourne. December or January; yes, sir. 

Senator McCetian. Then that would be over a period of 18 months? 

Mr. Motine. Yes. 

Senator McC ietuan. Is that correct? 

Mr. Motine. Yes, sir. 

Senator McCie.tian. And you received loans from one to two a 
month during that period of time ? 

Mr. Morne. Yes, sir. 

Senator McCuietxan. I believe you said that the smallest was prob- 
ably $100 and the largest $400, is that what you said a while ago? 

Mr. Mourne. Yes, sir. 

Senator McCieiitan. May I ask you if those loans were intended 
to supplement your income? 

Mr. Mourne. They were not, sir. They were due entirely to a 
condition at my home which I had no control over. 

Senator McCuieiian. You say they were due entirely to a condi- 
tion of health when a member of your family placed you under a 
financial strain ? 

Mr. Motrnc. Yes, sir. 

Senator McCieLuan. And it was necessary for you to borrow money 
during that period to meet those expenses, is that what you are telling 
us? 

Mr. Moutne. Yes, sir. And I would like to give you the doctor’s 
name, Dr. Charles Wilson Jones, at the Argonne Apartments. 

Senator McCarruy. What is your total doctor bill, do you know? 

Mr. Moutne. Offhand, sir, I could not even guess. 

Senator McCartnuy. You borrow ed a total of about $9,000. 

Pardon me, Mr. Chairman. 

Mr. Motrne. I did not want to infer that it was the doctor’s bills 
that I could not pay. I meant our condition, what the problem was. 
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Senator McCuietitan. What did you say was the date of the $6,000 
loan from, I cannot pronounce his name—you spelled it a little while 
ago ¢ 

Mr. Morine. January, 1950. 

Senator McCLetian. January, 1950. That is from the representa- 
tive of the Laurel Printing Co. ! 

Mr. Motrne. I said it was actually from this Mr. Weisler. 

Senator McCie.tian. From Mr. Weisler, who is a representative of 
the—— 

Mr. Motine. No, sir. The contact that I made was with a repre- 
sentative of the Laurel Printing Co., but I did not want to say some- 
thing I did not know or was not sure of. The loan was arranged 
by Mr. Weisler. 

Senator McCie.xan. The loan was arranged by him? 

Mr. Mourne. Yes,sir. The check was signed by him. 

Senator McCietitan. And the check was signed by him? 

Mr. Motine. Yes, sir. 

Senator McCietian. And he is attorney for the company? 

Mr. Mortne. I do not know that, sir. I could guess and say yes. 

Senator McCie.ian. You did not know that? 

Mr. Mo.ine. I did not know that. 

Senator McCietxan. But the man you contacted was a representa- 
tive of the company ? 

Mr. Mottna. Yes, sir. 

Senator McCietian. He arranged the loan? 

Mr. Mo.ine. Yes, sir. 

Senator McCiettan. Through Mr. Weisler ? 

Mr. Morine. Yes, sir. 

Senator McCre.ian. If you got $3,000 from Mr. Blauner during 
that period of time, and you got this $6,000 loan from Mr. Weisler 
during that period of time, that made a total of $9,000? 

Mr. Motine. Yes, sir. 

Senator McCiettan. And you have been asked this, I think, but 
just to clear it further at this point, did you borrow money from any 
other source during that period of time or from anyone else? 

Mr. Mottne. Not to m knowledge, sir. 

Senator McCieLian. You do not recall any? 

Mr. Motrna. No, sir. 

Senator McCirtian. These two sources represent the principal 
sources of your borrowing ? 

Mr. Mortine. Yes, sir. 

Senator McCietian. The necessity for the loans, from your stand- 
point, was an expense, an extraordinary expense incurred in connec- 
tion with the health of your family ? 

Mr. Monina. Yes, sir. 

Senator McCietian. You understand that you are to prepare for 
us an itemized statement, to the very best of your recollection of all 
of these things, and that you will submit that tomorrow, at least as 
early as you possibly can? 

Mr. Morne. Yes, sir. 

Senator McCietian. That is all. 

Senator McCarrny. I have one or two questions, Mr. Chairman. 
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Mr. Moling, at the time you made the loan from the man connected 
with the Laurel Printing Co., was the Laurel Printing Co. doing 
business with the Air Force ? 

Mr. Mourne. Not with the Air Force; no, sir. 

Senator McCarrnuy. Have they had some contracts with the Air 
Force since ? 

Mr. Mottne. I would not know, sir. It is possible. 

Senator McCarruy. What dealings have the Laurel Printing Co. 
had with your department before you secured this loan / 

Mr. Motine. I would not know that, sir. I mean, I never came 
in contact with them on that basis. They were on the bid list pos- 
sibly, with the contracting officers, might have been getting work 
from the Government Printing Office. 

Senator McCarrny. How well had you known Mr. Weisler before 
you contacted him in regard to a loan? 

Mr. Motrnea. I did not contact Mr. Weisler, sir. 

Senator McCarruy. I say, whom did you contact? 

Mr. Moning. Mr. Grossman. 

Senator McCarruy. Mr. Grossman. And Grossman was either 
the president or vice president of Laurel Printing? 

Mr. Motte. I believe so. 

Senator McCarruy. And how well had you known Mr. Grossman ? 

Mr. Mourne. Well, we were not strangers, but we were not good 
friends. 

Senator McCarrny. Well, that still is not very clear. Had you 
contacted him socially ever before ¢ 

Mr. Mourne. I think we had had lunch together. I think we had 
had dinner together on one occasion, I recall it. 

Senator McCarruy. I still do not have the picture of why you 
singled out Mr. Grossman for the $6,000 loan. What was the occasion 
for that? 

Mr. Mouine. Well, at the time it was a very urgent matter and I 
would have contacted anybody I could think of. 

Senator McCarruy. You say Grossman was on your bid list ? 

Mr. Moraine. I did not say he was. I say I thought he might be 
on the contracting bid list. 

Senator McCarruy. In your capacity with the Air Force what, if 
any, contacts had you made with Grossman’s company, Laurel Print- 
ing Co. 

Mr. Moriya. I do not think we have made any, sir. 

Senator McCarruy. Did not make any ? 

Mr. Moutna. No, sir. 

Senator McCarruy. Then you went to Grossman ? 

Mr. Motine. Printers were constantly coming in and out of our 
place all of the time, wanting to know what the procedures were, how 
to get Government business. 

Senator McCarrny. Do you know of any reason why Mr. Gross- 
man would arrange this loan for you other than that he was interested 
in getting Government business—do you know of any other reason 
why he would arrange the loan for you? 

Mr. Morine. I think under the circumstances he knew why I 
wanted it, thought he was doing a good job to help me out. 

Senator McCarruy. Do you know any reason ? 
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Mr. Mourne. I explained completely to him why I wanted the 
money. I think under the circumstances that anybody that had that 
much money would have done likewise. 

Senator McCarruy. In other words, you think this money came 
from Grossman, do you—you said that he had that much money ¢ 

Mr. Moraine. No;I did not say that. I said under the circumstances 
I think any person or printer, knowing why I wanted the money, if 
he had it, would have lent it to me. 

Senator McCarruy. There isa difference, any person or any printer. 
I can see any printer doing business with you. 

Mr. Morina. Because I only knew printers; yes, sir. 

Senator McCarruy. Then what did Grossman say, tell you he would 
send you this lawyer ? 

Mr. Motina. No; he did not. He sent down here in Washington 
the two checks. 

Senator McCarruy. Grossman sent down two checks ? 

Mr. Motine. Yes, sir. 

Senator McCarrny. Both of them from the lawyer? 

Mr. Mourne. As I recall it; yes, sir. 

Senator McCarruy. And any correspondence along with the 
checks ? 

Mr. Moutnea. Notes for me to sign. 

Senator McCarruy. You signed the notes, did you ? 

Mr. Motta. Yes, sir. 

Senator McCarruy. Then sent them back to the lawyer ? 

Mr. Mottna. Yes, sir. 

Senator McCarrny. And at that time did you have any property 
to offer as security ! 

Mr. Motine. No, sir; I did not. 

Senator McCarruy. Did you explain that to Mr. Weisler that you 
had no security whatsoever ? ; 

Mr. Mone. Well,he knew I did not have anything to offer. 

Senator McCartuy. Did you tell him that, that you had no security ? 

Mr. Mourne. Yes, sir. And I told him why I had no security. — 

Senator McCarruy. How much was the doctor’s bill? : 

Mr. Moxrna. Can I go a little further there ? 

Senator McCarrny. Yes. 

Mr. Morine. The reason I did not have any security, I also had 
borrowed on my house. 

Senator McCarrny. How much was the doctor’s bill? 

Mr. Moutine. I do not know, sir. 

Senator McCarruy. Roughly. 

Mr. Morne. Oh, doctors and hospitals were maybe only $1,500. 

Senator McCarruy. About $1,500 ? 

Mr. Morina. For the whole period of the year and a half. 

Senator McCarrny. For the period of a year and a half? 

Mr. Motuina. Yes. 

Senator McCartuy. You say that would total about $1,500? 

Mr. Mouina. Yes, sir. 

Senator McCartny. That is all. 

Senator Hory. Stand aside, Mr. Moling. You will furnish that 
statement to Mr. Flanagan signed by you? 

Mr. Mourne. Yes, sir. 
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Senator Horr. I think it should be said that the committee in its 
hearings last year and before of cases along this line emphasized the 
fact that it is highly improper for people in Government service to 
secure gratuities or loans or side business dealings from those who 
have business with the Government. This committee made that par- 
ticularly clear in our investigation held last year. I want to em- 
phasize it again. It applies not only to this case but to all cases. This 
committee regards it as highly improper for people in the Govern- 
ment service to receive loans or gratuities or have outside business deal- 
ings of that character with people who have business with the Govern- 
ment. 

Hold up your right hand. Do you solemnly swear that the evi- 
dence you shall give in this case shall be the truth, the whole truth, and 
nothing but the truth, so help you God? 

Mr. Otson. I do. 


TESTIMONY OF JAMES B. E. OLSON, DOUGLASTON, LONG ISLAND, 
N. Y.; ACCOMPANIED BY WILLIAM W. KLEINMAN, ATTORNEY, 
BROOKLYN, N. Y. 


Senator Horry. Have a seat. 

Senator McCartuy. May I say that I heartily agree with what the 
Chair has just said. I think we might well consider in view of the 
fact that we will be letting contracts for $60 billion or $70 billion over 
the next year it might be well if we would recommend legislation 
making it a criminal offense, placing the penalty very high, for any- 
one having to do with the letting of contracts, directly or indirectly, 
to receive any gifts of any type, otherwise the amount of graft and 
corruption is going to increase by leaps and bounds with additional 
contracts being let. 

Senator Hory. I think that is true. 

Mr. Olson, we have just conferred. There is a joint session of the 
House and Senate at 12:15. There is only a short time now to 12 
o'clock. We probably could not get through by 12. We have to leave 
at that time. So under those conditions I expect we had just better 
go over until the morning. We have about 20 minutes. 

Senator McCarruy. Before we start, may I also make a suggestion 
while I have it in mind? There are a number of contracts outstand- 
ing between the American Lithofold and the Government, some of 
them negotiated contracts and some on bids. I think it would be well 
if we would refer them to Mr. Lindsay Warren, a very competent 
individual, whom the Chair knows very well. 

Senator Horry. The Comptroller. 

Senator McCarruy. It would be well to give him the task of very 
closely scrutinizing all of those contracts and reporting to us what 
he finds the situation to be. 

Senator McCriettan. Why could we not get a list of the outstand- 
ing contracts with the company, the amount of each, and whether 
the contract was negotiated or whether it was made on bid? 

Mr. Fuanacan. We are getting such information and propose to 
make it a part of this record. 

Senator McCietian. You are getting that? 

Mr. Fuanacan. Yes, sir. 
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Senator McCartuy. My reason for suggesting Mr. Lindsay Warren 
is that he is better equipped to do the task than our small staff is, and 
he has done an excellent job. 

Senator Horry. We will see if we can make a little progress, 

Give your name and address to the reporter. 

Mr. Orson. James B. E. Olson, 244-12 Rushmore Avenue, Douglas- 
ton, Long Island. 

Senator Hory. The gentleman with you, is he your attorney ? 

Mr. Orson. Yes, sir. 

Senator Horry. Let him give his name. 

Mr. Kuretnman. William W. Kleinman, K-l-e-i-n-m-a-n, 66 Court 
Street, Brooklyn, N. Y. 

Senator Hory. Mr. Olson, what position have you been holding 
with the Government for some time? 

Mr. Otson. The district supervisor of the Alcohol Tax Unit, second 
district of New York. 

Senator Hory. How long did you hold that position? 

Mr. Orson. From January 13, 1947, until August 24, 1951. 

Senator Hory. Did you resign at that time? 

Mr. Oxson. I did, Mr. Chairman. 

Senator Hory. Now, Mr. Olson, at what time did you accept employ- 
ment from the American Lithofold Co. ? 

Mr. Orson. I believe it was on February 1, 1949. 

Senator Hory. What was the contract agreement you had with the 
company ¢ 

Mr. Otson. I did not have any written contract. It was a verbal con- 
tract. 

Senator Hory. What was that? 

Mr. Otson. To receive a drawing account. I believe it was $750 a 
month against commissions, starting on February 1, 1949. 

Senator Horr. What services were you to render for this company ? 

Mr. Oxson. To secure printing contracts for them with commercial 
or industrial houses. 

Senator Horry. In what area? 

Mr. Otson. In New York City or New York State. 

Senator Hory. How long atime did you continue with the American 
Lithofold Co. ? 

Mr. Otson. I continued with them until June 21, I should say, offi- 
cially this year. 

Senator Horry. What was the total amount of payments that you 
received from American Lithofold Co. ? 

Mr. Oxson. I believe I received from their report, their 1099 in 1949 
and I believe that amount of $3,250 and in 1950 an amount of about 
$2,600 and some odd cents. 

Senator Hory. Making a total of how much value received from the 
company ¢ 

Mr. Otson. Roughly I would say about five-thousand-eight-hun- 
dred-and-some-odd doilars. 

Senator Hory. Was that all for services in the line of what you have 
just described ? 

Mr. Ouson. Yes, Mr. Chairman. 

Senator Hory. All right now. How did you contact and what was 
the method that you adopted to get business for the company ¢ 
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Mr. Oxson. I did not contact anybody until around about June or 
July of 1949, and I have not contacted anybody since then. 

Senator Hory. What contacts did you make during that time? 

Mr. Orson. It was in July or August of 1949 that I called up the pres- 
ident of Ruppert & Co. and spoke to him with regard to sending some- 
body up from the American Lithofold Corp., as I understood that they 
were going to submit—going to receive bids on printing, and it would 
be all right to do it, and he stated, yes. 

It was then later, and I think it was in September or October, that 
I called up the head, or the vice president of Austin-Nichols and said— 
I called up Austin-Nichols, the president or the vice president, and 
they were going to receive bids, and I suggested the same thing to 
them, if the American Lithofold representative could see them, and 
they were qualified, and the price was correct so far as the bid was 
concerned, I’d appreciate their giving them consideration. 

Senator Hory. All right. These concerns that you called up were 
engaged in what business? 

Mr. Orson. One was a brewery, Ruppert’s Brewery, and the other 
one was a wholesale liquor and importer dealer. 

Senator McCarruy. Speak louder. 

Mr. Orson. Yes, sir. One was Ruppert’s Brewery, and the Austin- 
Nichols are importers and wholesalers of liquor. 

Senator Hory. Both of these institutions were under your super- 
vision; were they not? 

Mr. Ouson. Yes, Mr. Chairman. 

Senator Horry. And your supervision in charge of this Tax Unit 
was to make certain inspections of them ! 

Mr. Orson. Yes, sir. 

Senator Hory. Had you performed that duty all along? 

Mr. Orson. Yes, sir, before and after. 

Senator Hory. Before and after. Did you contact any other people 
that you were supervising ? 

Mr. Orson. No, sir. 

Senator Horry. Do you know what sort of business these two con- 
cerns gave the American Lithofold Corp. in volume? 

Mr. Orson. No, sir. 

Senator Hory. Because of your contacts? 

Mr. Oxson. No, sir. 

Senator Hory. They did give them business, however ? 

Mr. Otson. Yes; I understand they did, but the amount I do not 
know even at this moment. 

Senator Hory. Did vou receive money from J. D. Nunan? 

Mr. Otson. No, sir. 

Senator Hory. Nunan ? 

Mr. Oxtson. Nunan, no, sir. 

Senator Hory. What connection did Mr. Nunan have with the 
American Lithofold? 

Mr. Orson. Mr. Nunan is associated with me, representing the 
American Lithofold Corp. 

Senator Hory. He was a lawyer? 

Mr. Oxson. Yes, sir. 

Senator Hory. Located in New York? 

Mr. Ouson. New York City, yes, sir. 
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Senator Hory. He had formerly been Commissioner of Internal 
Revenue? 

Mr. Oxson. Yes, sir. 

Senator Hory. I believe we will have to recess at this time. 

I made a previous announcement that Mr. Siskind would be called 
tomorrow probably and Mr. Boyle the next day. We have run very 
much behind our schedule of witnesses today. I do not know whether 
we will be able to reach them that early. I had anticipated that we 
would make better progress this morning with the witnesses we had. 
I am not sure now that we can finish these other witnesses we have 
here. I am not certain that we will reach Mr. Siskind tomorrow. If 
not, it will be the next day. 

We will meet at 10 o’clock in the morning. We will take a recess 
until that time. 

(Thereupon, at 11:50 o’clock, the subcommittee adjourned to re- 
convene at 10 o’clock Tuesday, September 25, 1951.) 
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TUESDAY, SEPTEMBER 25, 1951 


Unirep Srares SENATE, 
INVESTIGATIONS SUBCOMMITTEE, 
CoMMITTEE ON EXPENDITURES IN 
Tue Executive DeparTMENTs, 
Washington, D. C. 

The subcommittee met at 10:10 a. m., pursuant to adjournment, 
in room 357, Senate Office Building, Senator Clyde R. Hoey (chair- 
man) presiding. 

Present: Senator Clyde R. Hoey, of North Carolina; Senator John 
L. McClellan, of Arkansas; Senator Joseph R. McCarthy, of Wiscon- 
sin; Senator Karl E. Mundt, of South Dakota; and Senator Richard 
M. Nixon, of California. 

Also present: Francis D. Flanagan, chief. counsel; Howell J. 
Hatcher, chief assistant counsel; Carmine S. Bellino, accounting con- 
sultant; William Leece, assistant counsel; and Ruth Young, clerk. 

Senator Horry. The subcommittee will come to order, please. 

Mr. Olson, will you come back to the stand ? 


FURTHER TESTIMONY OF JAMES B. E. OLSON, DOUGLASTON, LONG 
ISLAND, N. Y.; ACCOMPANIED BY WILLIAM W. KLEINMAN, 
ATTORNEY, BROOKLYN, N. Y. 


Senator Nrxon. Before Mr. Olson continues his testimony, there are 
a couple of matters that I would like to get cleared up. I think cer- 
tainly it was the understanding of the committee, but I think possibly 
there is some misunderstanding on the part of the press. 

The first point is pursuant to the request I made yesterday that our 
staff ask Mr. Siskind and Mr. Boyle if they would voluntarily turn 
over their income-tax returns. 

I note with interest in one of the papers this morning in Washing- 
ton that it carried a story to the effect that that request had been—and 
I quote—“shelved.” 

As I understand, that is not the case, and I know that the chairman 
will corroborate the fact that actually the committee counsel is dis- 
cussing with Mr. Boyle and Mr. Siskind under the direction of the 
committee the possibility of getting those returns. Is that not the 
case ¢ 

Senator Hory. That is unquestionably the case. 

The statement which I made to the press yesterday afternoon after 
the conference was that the executive session was held for the purpose 
of discussing the procedure and that the matters were discussed, but 
I did not get details of what was discussed or how it was discussed. 
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Senator Nixon. The other matter relates to questions which were 
put to me, and I assume to other members of the committee, after 
the hearing on yesterday, and I think also might result in a misunder- 
standing Which could be cleared up right now. I am sure there 
is no misunderstanding among the members of the committee on this 
point, either; and that was: questions were raised to the effect that 
the committee would discontinue its investigations into the matters 
relating to the American Lithofold Corp. and other matters which 
have grown out of the American Lithofold investigation at the con- 
clusion of this week, having heard Mr. Boyle and Mr. Siskind. 

It is my understanding that that is not the case; that there have 
been several other leads which have been developed which we have 
not had a chance to go into yet thoroughly, and that the investiga 
tion into both Mr. Siskind’s and Mr. “Boyle's relationships to the 
Government will continue after the hearings this week are completed. 

Is that not the understanding ¢ 

Senator Hory. The understanding i is, of course, that we are hoping 
to complete this week the evidence w hich we now have available touch- 
ing the Lithofold Corp’s dealings with the RFC financing. If any of 
the leads suggested develop anything that seems to be worthy of in- 
vestigation, that will be taken up later. 

We are hoping to conclude this week the matters which we now have 
in hand and which have been investigated in regard to the Amer- 
ican Lithofold Corp 

Senator Nixon. And, in that connection, the stories that are some- 
what prevalent in Washington—which none of us, of course, can com- 
ment upon as to their veracity at this time—concerning the possibility 
of either Mr. Gabrielson or Mr. Boyle resigning his 1 position as na- 
tional chairman, I would assume that a resignation by either would 
affect in no way this committee’s investigations into the operations 
of either with’ the Government at the time they were national 
chairmen. 

Senator Hory. I think that is true. 

Mr. Olson, I do not want to repeat the evidence that has already 
been given yesterday afternoon. We have a record of it. I hope 
we may make progress this morning and try to get through with as 
many witnesses as we have scheduled for today. 

Just to remind you, I asked you the last question yesterday with 
regard to Mr. Nunan’s association with you and as to what it was. 

‘What, if anything, was paid to you by Mr. Nunan or in connection 
with his service ? 

Mr. Otson. Nothing, Senator. 

Senator Hory. Then the fees paid to Mr. Nunan were for services 
which he rendered, and the fees he paid to you were for services 
which you had rendered ? 

Mr. Orson. No, Senator. 

Senator Hory. I say, when the Lithofold Corp. paid you money, that 
was for your services / 

Mr. Orson. No: it was for the combined service. 

Senator Hory. Well, you mean you were all working together ? 

Mr. Otson. Yes, sir, Senator. 

Sen: 3 Horry. So did you divide the.money that was paid to you or 
did Mr. Nunan divide money paid to him with you? 

Mr. Otson. We understood that that was what was going to be done. 
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Senator Hory. Well, then, when you received your check for $750 
per month, would you divide that with Mr. Nunan? 

Mr. Otson. No, sir—no, Senator. 

Senator Hory. That is what I was thinking. You received the 
checks, and the checks that were sent to you from the American Litho- 
fold Corp. was your money ¢ 

Mr. Otson. Yes. 

Senator Hory. And the checks sent to Mr. Nunan was his money ? 

Mr. Otson. Yes, sir. 

Senator Hory. That is what I asked you. You just did not get the 
significance of it. 

And there was not any commingling of your funds, in other words; 
Mr. Nunan did not pay you any part of the money that was sent to 
him, and you did not pay him any part of what was sent to you? 

Mr. Otson. That is correct. 

Senator Hory. Now, Mr. Flanagan. I covered the preliminaries 
about yesterday. I did not want to repeat that. I think we will get 
along without any more repetition than necessary. 

Mr. FianacGan. To entirely clear up your association with Mr. 
Nunan in connection with your American Lithfold dealings, would it 
be fair to say that you and Mr. Nunan were collecting salaries and 
commissions from sales which were being made by you ? 

Mr. Orson. I did not believe it was a salary. I thought it was a 
drawing account, Mr. Flanagan. 

Mr. Fuanacan. Then, I will put the question this way: Would it 
be fair to say that the commissions or advance commissions which 
you and Mr. Nunan drew were, in fact, commissions on sales which 
were being made by vou / 

Mr. Orson. By both of us. 

Mr. Firanacan. By both of you. Now, do you know of any sales 
that Mr. Nunan made? 

Mr. Otson. Now I do. 

Mr. FuanaGan. What sales did Nunan make ? 

Mr. Orson. I know some of them. I believe that one of them was 
the Blue Crest, an associate of theirs. 

Mr. Firanacan. What is Blue Crest? Give me the name of that. 

Mr. Outson. That is the Blue Crest Wine. I believe it is Blue Crest 
Wine and Spirits Corp. 

Mr. Franacan. Of New York City? 

Mr. Otson. Of New boa City. 

Mr. Fuanagan. And Mr. Nunan arranged for that corporation to 
buy the forms of the American Lithofold ¢ 

Mr. Ouson. I believe he did. 

Mr. Fuanacan. He received one-half of those commissions and you 
received one-half of them ? 

Mr. Otson. I believe that was the working order. 

Mr. FLanaGan. What other sales were made through the offices of 
Mr. Nunan? 

Mr. Orson. I understand through them that they then got the 
Alpine Wine & Liquor. 

Mr. FLanacan. What is that? 

Mr. Orson. Alpine. 

Mr. Fianacan. Alpine Wine? 
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Mr. Otson. And Liquor, I believe that is the name of it. 

Mr. Fuanacan. Alpine Wine & Liquor Co.? 

Mr. Oxson. And Liquor; yes, sir. 

Mr. FLtanaGan. Where is that located ? 

Mr. Ouson. In Brooklyn. 

Mr. Fuanacan. Brooklyn, N. Y. 

Mr. Otson. Yes. 

Mr. Fianacan. Was that client for the American Lithofold ob- 
tained through the assistance of Mr. Nunan? 

Mr. Oxson. I believe that is so. 

Mr. Fuanacan. And you received half of the commissions on those 
sales ? 

Mr. Otson. Yes, sir. 

Mr. Fianacan. Were there any others obtained by Mr. Nunan? 

Mr. Otson. I believe there was the Peerless. I believe it is Peer- 
less Wine & Liquor. I do not know the correct name, but I think 
that is it. 

Mr. Fianacan. Peerless Wine & Liquor Co. ? 

Mr. Otson. Yes. 

Mr. Fuanacan. Where are they located ? 

Mr. Otson. In Brooklyn, I believe. 

Mr. Fianacan. Brooklyn, N. Y.? 

Mr. Outson. Yes, sir. 

Mr. Firanacan. Was it Mr. Nunan that obtained that business for 
the American Lithofold ? 

Mr. Otson. I understand through his connections that it was 
obtained by Mr. Nunan. 

Mr. Fianacan. And did you again receive half of those com- 
missions ¢ 

Mr. Otson. Yes, sir. 

Mr. Furanacan. Were there any other sales made through the efforts 
of Mr. Nunan? 


i { 
Mr. Oxson. I believe there were additional, but I do not recall them. 


Mr. Fuanacan. Were all of the other liquor companies or companies 
engaged in the alcohol-beverage business? 

Mr. Orson. So far as I know; yes, sir. 

Mr. Fuanacan. Did you ever call any of these other companies or 
these companies we are now talking about, Blue Crest or Alpine Wine, 
Peerless imports? 

Mr. Otson. No, sir. 

Mr. FiranaGan. They were entirely handled by Mr. Nunan? 

Mr. Oxson. Yes, sir. 

Mr. Firanacan. Recalling your testimony of yesterday, you say that 
you contacted only two organizations or companies with regard to 
selling American Lithofold products? 

Mr. Oxson. Yes, sir. 

Mr. Franacan. That was Ruppert’s Brewery and the Austin- 
Nichols Co. ? 

Mr. Oxson. Yes, sir. 

Senator Nrxon. At that point, just a moment, Mr. Flanagan. 

What do you mean by a contact? 

Mr. Orson. I called them on the phone, Senator. 

Senator Nrxon. Did you write any letters in addition to that? 
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Mr. Otson. No, sir. 

Senator Nixon. Did you authorize the writing of any letters, the 
use of your name—did you authorize anybody else to call them or 
write them in your name ? 

Mr. Orson. I never authorized anybody at any time. 

Senator Nrxon. Did anybody else? 

Mr. Oxson. I understand they did. 

Senator Nrxon. You do? 

Mr. Otson. Yes. But I never authorized it. 

Senator Nrxon. You did not know anything about it ? 

Mr. Otson. No, sir. 

Senator Nixon. Were you greatly surprised ? 

Mr. Otson. Yes, sir. 

Senator Nixon. Go ahead. 

Mr. Franacan. Did you make any other efforts to obtain business 
for American Lithofold other than these two calls that you mentioned 
now, to Ruppert’s and to Austin-Nichols? 

Mr. Oxson. No, sir. 

Mr. Fianacan. Did you take any part in approving a Treasury 
Department form known as 52—B, which is a transcript of a wholesale 
liquor dealer’s monthly report form ? 

Mr. Otson. Yes, sir. 

Mr. Fianacan. I have in my hand a copy of one of these forms and 
will place it in the record at the appropriate time. 

Will you tell me the story as to what you did in connection with 
this form? 

Mr. Otson. Mr. Circele from the American Lithofold Corp.—— 

Mr. Fuanacan. That is Mr. Vonne Circele ? 

Mr. Orson. Yes, sir. 

Mr. FLanaGan. He is sales representative of New York? 

Mr. Otson. Yes. 

Mr. Fuanacan. Proceed. 

Mr. Otson. He called me several times in regard to these forms. I 
was not familiar with the form. That was around about 1948. And 
after numerous phone calls, I made an appointment with him, and 
he came to the ATU office, the Aleohol Tax Unit’s office at 253 Broad- 
way. 

Mr. Fnanacan. When was this? 

Mr. Otson. I should say that was the latter part of 1948 or might 
have been the first part of 1949. 

I looked at it and I was not familiar with it. And I called one of 
my assistants in and he explained it to my assistant. They went over 
the matter, not with me, but several times I understand subsequently, 
and my assistant came back to me and stated that he thought the sug- 
gestions propounded by Mr. Circele would be very good for the 
Bureau and it would help the Bureau and it also would help the 
taxpayer. 

Subsequent to that Mr. Circele asked me what did I think about it. 
I took the word of my assistant, but I told him that I had no authority 
as a district supervisor to approve or disapprove it and it would 
have to be taken up in Washington by the Bureau. My assistant knew 
the man that handled it in the Bureau. And he wanted to know— 
Mr. Circele—were there any objections to that if he went down to 
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see him. I said there was no objection whatever. He wanted to know 
if it was all right to use my name. And so far as I was concerned, 
or my office was concerned, was it approved. I said, “As far as my 
office is concerned, it was approved and you could state it to whoey er 
you saw in Washington and leave it up to them for their decision.’ 

Mr. Fuanacan. And what happened then, did Washington approve 
this form ? 

Mr. Otson. I think about a month or so after that Washington 
approved the form. 

Mr. FLanacan. And this form was then issued by the Treasury 
Department to be used by all wholesale liquor dealers throughout the 
United States to make out their monthly re ports ¢ 

Mr. Orson. I do not think, Mr. Flanagan, it was issued by the 
Treasury Department or the Bureau of Internal Revenue, but the 
form was approved in case that anybody could print it, so they could 
use that modified form. 

Mr. Franacan. The forms actually would be bought, then, by the 
liquor dealers themselves ? 

Mr. Orson. Yes, sir. 

Mr. Franacan. And that form was approved by the Bureau of 
Internal Revenue? 

Mr. Otson. Yes, sir. 

Mr. Fuanacan. Did you receive any commissions in connection with 
the sale of any of those forms? 

Mr. Orson. None whatever. 

Mr. Fuanacan. How do you know that none of those commissions 
that you received were in connection with the sale of that type of 
form / 

Mr. Orson. I have never had an accounting from the American 
Lithofold Corp., and at this moment I do not know what I—— 

Mr. Fuanacan. As a matter of fact, you do not know? 

Mr. Orson. I do not, Mr. Flanagan. 

Mr. FuanaGan. I will place that form in the record. 

(The form 52-B was marked “Exhibit 26” and will be found in the 
appendix on p. 1238.) 

Senator Nrxon. As a matter of fact, you were not even paid on a 
straight commission basis, were you? 

Mr. Orson. I did not hear your question. 

Senator Nixon. You were not paid on a straight commission basis, 
were you! You were paid, you had a drawing account? 

Mr. Otson. Yes, sir. 

Senator Nrxon. So you would not know whether that drawing ac- 
count ineluded some compensation for having assisted in the develop- 
ment of this form or not, would you? 

Mr. Orson. I would not know that, Senator. 

Senator Nrxon. That would be because you had no accounting to 
indicate that this was excluded or included, either way ? 

Mr. Orson. It was a drawing account against commission. 

Senator Nrxon. I see. But have you ever had any accounting on 
the commissions to indicate your drawing account exceeded or was 
less than the commissions you earned ? 

Mr. Orson. No, sir. 
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Senator Nrxon. In fact, from what you have told us today it is 
quite likely that the drawing account was considerably more than the 
commissions you earned, is it not ? 

Mr. Otson. It could be so, Senator. 

Senator Nrxon. Actually it was so, was it not ? 

Mr. Onson. I think so. 

Senator Nixon. Yes. And so it is very possible that some of the 
drawing account might have been attributed to this form? 

Mr. Otson. Yes, sir. 

Senator Nixon. That is all. 

Mr. Fuanacan. Mr. Olson, at any time while you were collecting 
commissions from the American Lithofold or negotiating business on 
their behalf, did you receive authorization from any of your superiors 
or from anyone in the Bureau of Internal Revenue to engage in this 
type of business ? 

Mr. Orson. No, sir. 

Mr. Franacan. Did you then or do you now feel that it was proper 
for you as the supervisor of the Alcohol Tax Unit to engage in this 
type of business with the very people that you were supervising? 

Mr. Orson. Yes, sir. 

Senator McCiettan. What do you mean, “Yes, sir’’? 

Mr. Orson. That I do. 

Senator McCieiian. You think it is all right ? 

Mr. Oxson. They never influenced me in any way. I have never 
been influenced in any way. I have never used my influence in any 
way, and I think morally and legally that it was correct, providing 
I did not do business direct with them. 

Senator McCietitan. How can you say that they were not influ- 
enced by the fact that you were the supervisor and contacting them 
and suggesting they give their business to a particular firm; do you 
not know it was the intent to influence them ? 

Mr. Otson. Senator—— 

Senator McCLetLan. You did influence them, do you not know that? 

Mr. Orson. No, sir. I called two people, Senator. 

Senator McCieiitan. Do you have any influence with them? 

Mr. Otson. I have known them a long while. 

Senator McCietian. Did you get any business ? 

Mr. Otson. Yes, sir. 

Senator McCietian. You had influence then, did you not? 

Mr. Ouson. Yes, sir. 

Senator McCie.tian. They would not have gotten the business if 
you had not called 4 

Mr. Orson. One of them had been doing business prior to that with 
the American Lithofold Corp 

Senator McCuietian. All right. Apparently you had to contact 
them again to get some more business, that is why you contacted them 
to earn a commission ? 

Mr. Ouson. Yes, sir. 

Senator McCietian. To influence them to get business. Now did 
you influence them or did you not ¢ 

Mr. Otson. I believe I did. 

Senator McCieitian. I think so, too. 

Senator Nixon. Have you ever sold printing before? 


Mr. Otson. No, sir. 
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Senator Nrxon. The first time you ever did it ? 
Mr. Otson. Yes, sir. 


Senator Nixon. Why do you think the American Lithofold put 
you on a drawing account of $750 a month ? 


Mr. Oxson. I thought because I knew a lot of people in New York. 


I was born there. I knew a lot of manufacturers. 
Senator Nrxon. Speak just a bit louder. 
Mr. Ouson. I was born in New York. I am 56. 


manufacturers. 


Senator Nixon. Of course, Mr. Olson, there are a lot of people born 
in New York, it is a big city, a lot of them would have liked that 
$750 a month, a lot of them know lots of manufacturers—why did 
they pick out you and say, “We are going to give you $750 a month,’ 
unless it was because they knew you would influence and could in- 
fluence people to buy printing from them—people with whom you 
were dealing in the Aleohol Tax Unit? You see that is the question 
that concerns the committee. 

Mr. Orson. That was never mentioned to me by Mr. Blauner. 

Senator Nixon. Obviously it would not be mentioned. If it would 
be mentioned then it would put some aura of illegality about the deal, 
ware it not, but from a practical standpoint no other conclusion can 
be drawn, can it, but that the American Lithofold employed you, you 
had a full-time job with the Alcohol Tax Unit and paid you $750 a 
month because they expected you to go out and shake down these peo- 
ple who were dealing with the Alcohol Tax Unit for printing—that 
is exactly what the deal was, was it not? 

Mr. Oxson. I never felt like that. 

Senator Nrxon. You never felt that way 
that way, must they not? 

Mr. Orson. Mr. Senator, I could not account for how they felt or 
thought. 

Senator Nixon. You never sold printing before, had you ? 

Mr. Orson. No, sir. 

Senator Nixon. You were born in New York, however, you knew 
lots of people in New York? 

Mr. Oxtson. Yes, sir. 

Senator Nrxon. Therefore, you felt that that was the reason they 
came and were willing to give you $750 a month—it just does not add 
up, so far as I am concerned. 

Mr. Fianacan. Mr. Olson, when did you first meet Mr. R. J. Blau- 
ner or anyone connected with the American Lithofold Corp. 

Mr. Oxson. I believe it was in the fall of 1948, about November or 
December. 

Mr. Firanacan. Under what circumstances did you meet Mr. R. J. 
Blauner ? 

Mr. Orson. Mr. Eee introduced me to him. 

Mr. Fuanacan. Mr. James Finnegan ? 

Mr. Oxson. Yes, sir. 


Mr. Fianacan. At that time, in the fall of 1948, did you have any 
discussion with Mr. Blauner concerning the possibility of your work- 
ing for that corporation ? 

Mr. 
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Mr. Fianacan. Who initiated that discussion ? 

Mr. Orson. Mr. Finnegan spoke—I spoke to Mr. Finnegan in Wash- 
ington here. 

Mr. Fuanacan. What did you say to Finnegan ? 

Mr. Oxson. I asked him how he was doing and he told me he was 
connected ok a printing firm and would I be interested in New York 
and I said I did not see any reason why I should not be. So he said 
he would call me and meet me sometime and discuss it. 

Mr. Fianacan. Did you subsequently meet Finnegan ‘ 

Mr. Otson. Yes, sir. 

Mr. Fianacan. When and where? 

Mr. Otson. In New York; a restaurant in New York. 

Mr. Fuanacan. When? 

Mr. Outson. About October, I believe it was. 

Mr. Frianacan. In 

Mr. Orson. In 1948, sir. 

Mr. Fuanacan. Of 1948? 

Mr. Otson. Yes, sir. 

Mr. FLanaGan. At that time did you have further discussions con- 
cerning your possible representation of American Lithofold? 

Mr. ‘OLSON. Yes, sir. 

Mr. Fuanacan. At that time did you tell Mr. Finnegan that you 
could possibly get accounts from liquor dealers or other engaged in, 
the alcohol business in New York? 

Mr. Oxrson. No, sir. 

Mr. Franacan. Why did Finnegan go to you and want you as repre- 
sentative, knowing you were then a Government employee? 

Mr. Ouson. Well, again, Mr. Flanagan, he knew I knew a lot of 
people in the manufacturing and industrial and commercial world, 
and he thought that that would be—that I could make some money 
out of it. 

Senator Nixon. Maybe he thought you could get them some Sun- 
day schools. Did he make any other suggestions as to who you would 
contact ¢ 

Mr. Orson. No, sir. 

Senator Nixon. There was no discussion of what type of people 
you were to call on? 

Mr. Otson. Except in general, the people that I knew. 

Senator Nixon. The people that you knew? 

Mr. Otson. Yes, sir. 

Senator Nixon. Who were the people that you knew best? 

Mr. Oxson. I would not know any particular one now, or I did not 
know at that time. There were a lot of people. 

Senator Nixon. People with whom you had contacts in your job, 
were they not? 

Mr. Orson. No, sir, because I was not on the job long. I had only 
been in about a little over a year. 

Senator Nixon. Who did you contact outside ? 

Mr. Orson. Nobody. 

Senator Nixon. Liquor dealers? 

Mr. Orson. Nobody that I recall. Might have been one, Ludwig 
Bauman. 
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Senator Nrxon. But you do not recall anybody else that you con- 
tacted except liquor dealers and people in the liquor business for this 
printing ¢ 

Mr. Otson. The two people that I have mentioned, the two firms. 

Mr. FLanaGan. When did you resign from the Bureau of Internal 
Revenue? 

Mr. Otson. I resigned August 8 of 1951 to take effect at the close 
of business on August 24 of 1951. 

Mr. FranaGan. What were the circumstances surrounding your 
resignation ¢ 

Mr. Otson. I submitted it to the deputy commissioner, to devote my 
time to my outside interests. 

Mr. Fuanacan. Did this case involving the American Lithofold 
have anything to do with your resignation ? 

Mr. Otson. No, sir—yes, sir. 

Mr. FLanaGan. What did it have to do with it ? 

Mr. Otson. Due to the fact that I made those two phone calls. 

Mr. Fuanacan. Did the Deputy Commissioner or anyone else tell 
you that if you did not resign they would prefer charges against you? 

Mr. Otson. No, sir. 

Mr. FLuanacan. Did they suggest that you resign ? 

Mr. Otson. No, sir. 

Mr. FLanacan. It was entirely your suggestion ? 

Mr. Otson. Yes, sir. 

Mr. FLanacan. Why did you resign on account of the two phone 
calls? 

Mr. Otson. Well, because it was about that time, or I should say, 
in around about June or maybe May that I started to read in the 
paper in regards to the American Lithofold Corp. and I thought 
that maybe that would be embarrassing to the Bureau and to myself 
and, therefore, 1 wished to voluntarily resign, and I did. 

Senator Hory. Are there any further questions ¢ 

Senator Nrxon. When you met Mr. Finnegan and first discussed 
this employment, it was in Washington, was it not? 

Mr. Ouson. Yes, sir. 

Senator Nixon. Who else was present on that occasion ? 

Mr. Otson. Well, there were quite a few people, Senator; it was 
either at a cocktail party or a dinner of some kind, and it was in a 
group with a lot of men. 

Senator Nixon. Was it at the dinner, the Democratic victory din- 
ner? That is what one of the witnesses’ recollection was, as I recall. 

Mr. Orson. Well, Senator, I do not recall the dinner, but there 
was a lot of people there. I knew them before. 

Senator Nrxon. At which hotel was it in Washington? 

Mr. Otson. I think it was the Statler. 

Senator Nrxon. Up at the Statler ? 

Mr. Otson. Might have been the Mayflower—either one. 

Senator Nixon. I want to ask you what other income you have 
had from 1947, when you went with the Alcohol Tax Unit. Again, 
as I understand—your employment with them was broken up by a 
period of private employment—what other income have you had 
from 1947 until the present time other than that you have received 
from the Alcohol Tax Unit and from the American Lithofold? 
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Mr. Oxson. I was also chairman of the board of a sales agency 
that sold truck bodies and I received an income from that organiza- 
tion. I haven’t got the figures. My income tax will show it all, 
Senator. 

Senator Nixon. What other income other than that? 

Mr. Ouson. I think the other additional income—1947 ? 

Senator Nrxon. Yes, 1947, 1948, and 1949, and 1950. 

Mr. Ouson. I would have to go to my records to get it, but I had 
additional income. 

Senator Nixon. You had additional income. What I am concerned 
about is the time when you were working for the American Litho- 
fold and also for the Alcohol Tax Unit. Who else did you receive 
income from during that period ¢ 

Mr. Orson. From a body corporation. 

Senator Nixon. A body corporation ¢ 

Mr. Oxson. Yes, sir. 

Senator Nixon. I am not interested in the amounts at this moment. 
The body corporation and what other? 

Mr. Orson. I am trying to think. It was additional income. If I 
had my records here, but I haven’t got them. 

Senator Nixon. Did you have any additional earned income? 

Mr. Orson. Yes, sir. 

Senator Nixon. You had additional earned income ? 

Mr. Otson. Yes, sir. 

Senator Nrxon. Would you please get that information, Mr. Flana- 
gan ¢ 

Mr. Fuanacan. Yes, sir. 

Senator Nixon. He does not have his records. He has it in his 
records, but he does not have them here. 

Do you know Mr. Boyle? 

Mr. Otson. I have met Mr. Boyle. 

Senator Nixon. When did you meet him? 

Mr. Otson. I think I met him in the fall of 1949 and maybe two or 
three times since, just casually. 

Senator Nrxon. Do you know Mr. Max Siskind ? 

Mr. Orson. No, sir. 

Senator Nixon. Do you know Mr. William Siskind? 

Mr. Otson. No, sir. 

Senator Nixon. Do you know Mr. Merle Young? 

Mr. Ouson. No, sir. 

Senator Nixon. Do you know Mr. Turney Gratz? 

Mr. Outson. No, sir. 

Senator Nrxon. Mr. Gray Leslie? 

Mr. Ouson. No, sir. 

Senator Nixon. Robert Moore? 

Mr. Orson. No, sir. 

Senator Nrxon. Neal Roach ? 

Mr. Otson. No, sir. 

Senator Nixon. Asa Carraway ? 

Mr. Orson. No, sir. 

Senator Nrxon. Do you know Donald Dawson ? 

Mr. Otson. 1 might have met him once, but he’d never know me. 
No, sir, I could really say, “no, sir,” to that. 
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Senator Nixon. You have already testified that your employment 
with the American Lithofold was are by Mr. Finnegan ? 

Mr. Orson. He introduced me to Mr. R. J. Blauner. 

Senator Nixon. He introduced you? 

Mr. Otson. Yes. 

Senator Nrxon. That is all. 

Senator McCrietxian. The record may show but it is not clear in 
my mind. When were you first employed by Lithofold ? 

‘Mr. Orson. On February 1, 1949. 

Senator McCietian. How much money have you drawn from that 
company ¢ 

Mr. Oxson. Fifty-eight-hundred-and-some-odd dollars. 

Senator McCienxian. Fifty-eight-hundred-and-some-odd dollars. 
All of the time you were drawing this money you were holding a 
position as supervisor of the Alcohol Tax Unit é 

Mr. Otson. Yes, sir. 

Senator McCriettan. What position did Mr. Nunan hold with the 
Government at the time he was employed ? 

Mr. Otson. At the time he was employed ? 

Senator McCieuian. Yes. 

Mr. Orson. Commissioner of Internal Revenue. 

Senator Hory. You are mistaken about that. 

Mr. Oxtson. Mav I speak to counsel ? 

Senator Hoey. Yes. 

Senator McCievtan. Mr. Nunan’s name has come into the matter. 
What I am trying to inquire is, Did he hold any position with the 
Federal Government at that time, so far as you know—at the time 
of his employment and at the time of the services to this company ¢ 

Mr. Otson. No, sir. 

Senator McCietian. Did you ever have any contact with Mr. 
William Boyle, the chairman of the Democratic National Committee, 
in connection with this work? 

Mr. Orson. No, sir. 

Senator McCie.ian. Or with anyone else in connection with the 
Democratic National Committee or representing the Democratic Na- 
tional Committee ? 

Mr. Otson. No, sir. 

Senator McCietian. Or the chairman of the Republican National 
Committee, Mr. Gabrielson—is that his name—Gabrielson—did you 


ever have any contact with him or anyone representing the Republican 
National Committee? 


Mr. Otson. No, sir. 

Senator McCretian. There was just this arrangement worked out 
between you, Finnegan, and the Lithofold Co., is “that correct ? 

Mr. Orson. Between R. J. Blauner, the Lithofold Co., and myself. 

Senator Nrxon. In that connection—were you through? 

Senator McCieitian. Go ahead. 

Senator Nrxon. I note that your employment with the American 
Lithofold began, and correct me if I am wrong, on February 1, 1949; 
is that right? 

Mr. Orson. Yes, Senator. 

Senator Nrxon. Is that the same date Mr. Boyle’s employment with 
the American Lithofold began, and I again would like to see if you 
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can refresh your memory on what occasions you met Mr. Boyle—was 
it prior to February 1, 1949, or immediately thereafter, and on either 
of those occasions did you discuss your joint employment by American 
Lithofold ? 

Mr. Oxson. No, sir. I never met Mr. Boyle until the fall of 1949, 
and at no time did we ever have any conversation except, “Hello.” 

Senator Nixon. Did you know that Mr. Boyle was or had been an 
ee been employed by the American Lithofold Co.? 

Mr. Orson. No, sir; not until I read it in the paper in June or May 
of this year. 

Senator Nrxon. Have you ever received any gifts or gratuities from 
the American Lithofold Co.? 

Mr. Orson. Yes, sir. 

Senator Nrxon. What have you received ? 

Mr. Orson. I am one of the camera boys. 

Senator Nrxon. You are one of the camera boys? 

Mr. Otson. Yes. 

Senator Nrxon. Just a camera boy, though ? 

Mr. Otson. Yes, sir. I received a camera. 

Senator Nrxon. You did not receive anything else? 

Mr. Otson. No, sir. 

Senator Nrxon. Following the question Senator McClellan asked 
you, have you made contributions to either political party, either in 
New York, either to the national campaign or local campaign or to a 

candidate in the last 2 years? 

Mr. Otson. Personally, ves, sir. 

Senator Nixon. Personally you have? 

Mr. Otson. Yes, sir. 

Senator Nrxon. In what amounts? 

Mr. Oxson. I should say it would average maybe about $300 a year. 

Senator Nrxon. That was to the Republican campaign, I assume? 

Mr. Otson. No, sir. 

Senator Nrxon. Have you been the recipient of any trips or vaca- 
tions, any other gratuities of that type from either Mr. Blauner— 
I will make the question broader than that—or from any of the people 
that you have dealt with in the Alcohol Tax Unit? 

Mr. Otson. No, sir. 

Senator Nrxon. Under no circumstances do you recall any incident 
of that type? 

Mr. Otson. No, sir. 

Senator Munpr. You say you made campaign contributions of $300 

vear. Starting when ? 

Mr. Ouson. Probably 1945. 

Senator Munpr. 1945, 1946? 

Mr. Oxson. I should say 

Senator Munpr. 1947 and 1948, 1949, 1950—for the last 6 years ? 

Mr. Oxson. Yes, sir. 

Senator Munpr. ‘To whom were they made? 

Mr. Oxson. Well, it would be to the Democratic Party of Queens 
County where I live and to the New York State Democratic Party, 
and it might have been $50 to some Congressman or some local Sena- 
tor or assemblyman that was running, maybe $25. 

Senator Munpr. By that $300 you mean that is the total of these 
various contributions that you made each year? 
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Mr. Outson. About that amount, Senator. 

Senator Nixon. There was one point on which I think we do not 

want to leave the record ambiguous. I would like for you to clear 
up at this point, if you will, before you leave the stand. 

As I understood your answer to a question propounded by Mr. 
Flanagan, you were not asked to resign your position because of your 
activities with the American Lithofold, is that correct ? 

Mr. Oxson. I was not asked to resign.’ I resigned voluntarily. 

Senator Nixon. Let me ask you this: Have you been reprimanded 
in any way by your superiors for these activities since they have been 
made public? 

Mr. Oxson. No, sir. 

Senator Nixon. Have you discussed these activities since they have 
been made public with your superiors ¢ 

Mr. Otson. No, sir. 

Senator Nixon. And as far as you are concerned, your superiors 
did not disapprove and do not now disapprove these activities, is that 
correct ¢ 

Mr. Otson. So far as I am concerned that is correct, Senator. 

Senator Nixon. Thank you. 

Mr. Otson. There is one thing I would like to clear, if I may. May 
I clear one thing? 

Mr. Franacan. On that point—— 

Mr. Orson. I was never solicited by any campaign for any cam- 
paign fund. I voluntarily gave it. 

Senator Nrxon. I understand that, but my point—the point I want 
to make clear is this—and I am quite surprised to learn this—your 
testimony today is that your superiors in the Treasury Department, 
apparently, saw nothing wrong with what you were doing, is that 
right ? 

Mr. Orson. Mr. Senator, I could not think for them. I answered 
your question. 

Senator Nixon. I know, but they have never indicated to you that 
there was anything wrong, have they ¢ 

Mr. Oxtson. They accepted my voluntary resignation. 

Senator Nixon. They never indicated to you that they thought any- 
thing was wrong with what you were doing, did they ? 

Mr. Oxtson. Not by any—— 

Senator Nixon. That was your testimony. 

Mr. Ouson. Not by any writing that I recall or oral that I recall. 

Senator Nixon. All right. 

Senator McCLeLLaN. Just at that point, you say they never ques- 
tioned it or condemned or criticized you for anything that you did. 

Did your superiors know—did you let him know that you were ac- 
cepting these commissions or this drawing account to get business for 


Lithofold ? 
Mr. Oxson. No, sir. 


Senator McCie.xian. Did they have any knowledge of it? 
Mr. Otson. They did. 


Senator McCueiuan. Sir? 


Mr. Oxson. They evidently did, on about August 3, when I was 
called. 


Senator McCietian. August 3 of what year? 
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Mr. Otson. Of this year. And I was called to Mr. Baradel’s office, 
and I made a statement. 

Senator McCie.tian. Was that after you had resigned ¢ 

Mr. Oxtson. No; prior. 

Senator McCie..an. Prior to your resignation ¢ 

Mr. Oxson. I resigned. 

Mr. McCietian. What did they say to you about it at that time? 

Mr. Ouson. They wanted to know. 

Senator McCietnan. What did they say to you about it at that 
time? 

Mr. Otson. They wanted—— 

Senator McCietian. Did they criticize you for i 

Mr. Ouson. They wanted to know my Dialines cs my relations 
with the American Lithofold Corp. 

Senator McCieiian. Did you tell them what you have told here at 
this hearing ? 

Mr. Orson. Yes, sir. 

Senator McC.Letian. Substantially what you have told here? 

Mr. Otson. Substantially, except one correction which I have cor- 
rected. I stated in that, that Mr. Circele called me in regard to Rup- 
pert and Austin-Nichols, but it was not Mr. Circele that called me. 
Refreshing my memory, it was Mr. R. A. Blauner that called me. 

Senator McCiettan. Who was it that called you in and questioned 
you about this matter ¢ 
' Mr. Orson. Mr. Baradel. 

Senator McCietian. Mister who? 

Mr. Ouson. Baradel. 

Senator McCre tian. Baradel? 

Mr. Otson. Yes. 

Senator McCietian. What position did he hold? 

Mr. Orson. Special agent in charge of the intelligence unit in New 
York, 

Senator McCietitan. And after your giving him all of these facts 
you were not requested to resign ? 

Mr. Otson. No. 

Senator McCLetitan. You were not reprimanded ? 

Mr. Ouson. I offered—I offered to submit my resignation. 

Senator McCietitan. When ? 

Mr. Otson. August 3 

Senator McCieLuan. The same day they called you in? 

Mr. Oxtson, Yes, sir. 

Senator McCiettan. And you were never reprimanded and they 
did not suggest that you resign 

Mr. Oso. Subsequently I asked for an appointment with the 
commissioner, the new commissioner, and I went down to see the 
new commissioner on August—— 

Senator McCietzan. Was that before you resigned or after? 

Mr. Orson. August 8—before I resigned. 

Senator McCietian. Before you resigned ? 

Mr. Ouson. Yes, on pen 8 of this year. 

Senator McCietian. Well, when was it you were called in by your 
supervisor or by Mr. Baradel—I thought you said that was August 30? 

Mr. Otson. August 3. 
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Senator McCietian. August 3? 
Mr. Orson. Yes. 
Senator McCietian. Then on the 8th you went—you came down 

to see the new commissioner ? 

Mr. Oxson. I asked 

Senator McCietian. What conversation did you have with him / 

Mr. Otson. I asked him if he had read my testimony that I hac 
given to Mr. Baradel, and he said, “Yes.” 

“Well,” I said, “I would like to resign.” 

Senator McCietian. What else did you say—did he tell you that 
he thought that was the proper thing for you to do # 

Mr. Otson. Yes, sir. 

Senator McCiettan. Why ? 

Mr. Otson. Well 

Senator McCriexxian. Did he tell you it was embarrassing to the 
Department ? 

Mr. Otson. I said I would not do anything that would be em- 
barrassing to the Department or embarrassing to myself. 

Senator McCietan. Did = = you that you had done wrong? 

Mr. Otson. Well, I should s 

Senator McCietian. Did bee ritivine you for it? 

Mr. Orson. In substance I certain would say so. 

Senator McCietian. What did he say? 

Mr. Oxson. Well, I do not 

Senator McCie.xan. In substance? 

Mr. Otson. In substance that it was a good thing for you to resign. 

Senator McCietian. A good thing for you to resign # 

Mr. Otson. Yes, sir. 

Senator McCreiian. That is all he said? 

Mr. Otson. Well, I do not recall, but in substance that is what he 
said. Itisa good thing for you to resign. 

Senator McCietian. Did he tell you that you had done wrong and 
you would have to resign or get fired ? 

Mr. Orson. Well, he did not use those words, Senator. 

Senator McCietian. What did he use—that is what I am trying 
to find out—did they condone it or approve or disapprove it—you 
know ? 

Mr. Oxuson. All I know, I went in and drew up the form, submitted 
my form for resignation. It was recommended by the Deputy Com- 
missioner of the Alcohol Tax Unit and the next day it was approved 
by the Commissioner to take effect as of August 24, and I resigned. 

Senator McCietian. What I am trying to determine—I know you 
resigned—you have told us that you resigned—vou said you did it 
voluntarily—now what I was trying to determine is whether in view 
of your statement of your connections with this company and your 
outside activities with those people, contacting those people whom 
you were supervising in an official capacity to cet business for them. 
for this company, if } you were in any way reprimanded for it by your 
superiors. 

Mr. Orson. I believe that if I had not resigned I probably would 
have been fired. 

Senator McCretian. You would probably have been fired ? 

Mr. Otson. Yes, sir. 
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Senator McCretian. That is what I am trying to get at, whether 
they reprimanded you in any way. Apparently, from your testimony ; 
they did not. They just said it might be all right for you to resign. 

Mr. Orson. Well, they did not say that. They allowed me to resign. 

Senator McCietxan. They allowed you to resign ? 

Mr. Oxson. I think if I had not, again, I think they would have 
fired me. 

Senator McCuetian. I think they should have. 

Senator Munpr. Let me see if we can get a sequence of events. It 
was August 3 when the supervisor contac ted you; is that right? 

Mr. Otson. Mr. Baradel, Senator, the intelligence unit. 

Senator Munpr. Did he contact you at his initiative or yours? 

Mr. Orson. At Mr. Baradel’s initiative, and instructions from the 
Bureau. He phoned me, called me on the phone. 

Senator Munpr. You had your conference with him on August 3? 

Mr. Otson. Yes. 

Senator Munpr. You had a conference with the Commissioner on 
August 30? 

Mr. Otson. August 8. 

Senator Munpr. Who initiated that conference ? 

Mr. Otson. I did. 

Senator Munpr. You did? 

Mr. Otson. Yes. 

Senator Munpr. From August 3 to August 8 you were on the pay- 
roll—y ou had not been repr imanded duri ing those 5 days—Mr. Bara- 
del did not reprim: and you; is that correc t? 

Mr. Otson. No, sir. 

Senator Munpr. So that on August 8 at your initiative you sought 
an appointment with the Commissioner ? 

Mr. Otson. Yes, sir. 

Senator Munpr. And at that time you submitted your resignation 
dated ahead as of August 24, is that correct now ? 

Mr. Orson. Senator, prior to August 8—I think August 8 was on a 
Wednesday—and on August 6 I asked—if it was a Mond: iyv—I asked 
for a conference with the Commissioner. I was phoned on that after- 
noon and the meeting was set for August 8 at 10 o’clock. 

Senator Munpr. All right. August 3, then, probably was on a 
Friday ? 

Mr. Orson. I think it was. 

Senator Munpr. On a Friday, Mr. Baradel contacted you and went 
through this with you. On Monday you called the Commissioner, 

said you would like to see him. 

Mr. Oxson. I did not call the Commissioner. I called the De uty 
Commissioner and asked him to make an appointment with the Com- 
missioner at the Commissioner’s convenience. 

Senator Munpr. You had an appointment with the Commissioner 
on the 8th, which you said was on Wednesday ? 

Mr. Oxson. Yes. 

Senator Munpr. Was it on that day that you resigned? 

Mr. Oxson. No, sir. I submitted my resignation as of that date. 

Senator Munpr. You submitted your resignation on the 8th? 

Mr. Otson. Yes, sir. 

Senator Munpr. In writing? 
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Mr. Otson. Yes, sir. 
Senator Munpr. When was it dated—when did you go off the pay- 
roll? 

Mr. Otson. To take effect on the close of business August 24. 

Senator Munpr. August 24? 

Mr. Otson. Yes. 

Senator Munpr. So that you very obviously were not fired, you were 
not dismissed, because you resigned at a future date? 

Mr. Otson. Yes, sir. 

Senator Munpr. Sixteen days in advance of your conference with 
the Commissioner ? 

Mr. Otson. Yes, sir. 

Senator Munpr. So that I think the record should clearly show 
that they did not cut you off, they did not fire you, they accepted the 
resignation which kept you on the payroll for i6 additional days and 
then made the resignation effective; is that correct? 

Mr. Orson. Yes, sir. 

Senator Munpr. If you had been summarily fired you would have 
been fired on the 8th, is that not right, because that is the date you 
submitted it? 

Mr. Ouson. Yes, sir. 

Senator Munpr. One other question. Is this position that you had, 
Mr. Olson, a politic ‘al appointment or a civil-service appointinent ? 

Mr. Otson. Civil-service appointment. 

Senator ke Did it require a political endorsement? 

Mr. Otson. No, sir. 

Senator Munpr. You took a competitive examination ? 

Mr. Orson. No, sir; I was civil service. 

Senator Munpr. Oh, you were civil service and you were transferred 
to this position ? 

Mr. Oxson. Yes, sir. 

Senator McCarruy. May I ask this? Are you getting any type of 
retirement benefits now? 

Mr. Ouson. No, sir. 

Senator McCarruy. Any payments from the Government of any 
kind at this time? 

Mr. Otson. No, sir. 

Senator McCarriy. In other words, you were not in any type of 
retirement plan / 

Mr. Oxson. I was, Senator, but I am 56 and at the age of 55 if you 
are in service 30 years you can get a retirement benefit and I have only 
been in the service 15 years T months, and I’d have to have been the 
age of 62 in order to get the retirement. So I did not come under 
any benefits so far as retirement was concerned that I know of. 

Senator McCarrny. At the age of 62 will you receive any retirement 
payments ¢ 

Mr. Ouson. I will unless I take out the pension. 

Senator McCarruy. In other words, you will receive retirement 
benefits from the Government at the age of 62; is that correct? 

Mr. Orson. That could be so, Senator. 

Senator McC —. Do you know what those payments will be? 

Mr. Otson. No; I do not, Senator. 

Senator McCarrny. If you had been discharged you, of course, 
would not be entitled to those payments, is that correct ? 
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Mr. Oxson. I do not believe I would. 

Senator McCarrny. Let me ask you this. If I have covered any- 
thing, Mr. Chairman, that has been covered before, I wish it would 
be called to my attention. 

Do you know whether or not this practice which you engaged in 
is widespread, insofar as agents or employees of the Internal Revenue 
Department is concerned, or do you think that you were the only man 
doing that, engaged in those activities, or do you feel that is fairly 
widespr ead ? 

Mr. Otson. Well, Senator, not evading, I just like to speak for 
myself, that I know I did it. 

Senator McCarrny. Yes; I know that. Do you know from the 
general conversation with other agents, do you have a feeling that 
this practice was widespread or not? t2 

Mr. Orson. I do not think it was at all with civil-service employees, 
but I believe it was in regards to collectors of internal revenue who 
are not civil service. 

Senator McCarruy. Let me ask you this: Do you now by hindsight 
do you consider what you did proper or improper ? 

Mr. Orson. I consider it proper, and legally and morally I believe I 
was correct. 

Senator McCarruy. And then you would consider that proper on 
the part of any other collector, I presume, also ? 

Mr. Orson. Well, I do not think I could answer that, Senator. 

Senator McCarruy. Do you think what was proper for Olson would 
not be proper for Finnegan and for anyone else, if you think so? 

Mr. Orson. I would not want to answer for Mr. Finnegan or any- 
body else. 

Senator McCarrny. In other words, you can see nothing wrong 
with what you did at this time, right # 

Mr. Otson. I can see nothing wrong with what I did. 

Senator McCarruy. That is all. 

Senator Nrxon. Mr. Olson, did I understand you to say that you do 
not think you were the only are engaged in such activities ¢ 

Mr. Otson. No, Senator, I did not say that. I said that I believed 
that it was very, very few that was civil service that was engaged in 
outside activities, but so far as noncivil service I believe that it was 
quite prevalent. 

Senator Nrxon. Quite prevalent? 

Mr. Orson. Yes. 

Senator Nrxon. In other words—— 

Mr. Otson. That is only my opinion, Senator. I cannot pick any- 
thing. 

Senator McCurnian. Can you name anybody—do you know—do 
you have personal knowledge of anyone else ? 

Mr. Oxson. No, sir. 

Senator Nrxon. In regard to your other income, so that we can 
possibly save the staff a Tittle chore here—what I am interested in is 
this: Did you have any other income at the time you were working 
for the American Lithofold and for the Alcohol Tax Unit which 
would be termed as earned income? To that question you have 
already answered “Yes.” Now what type—you know what you did 
during that period—you could not be working for too many different 
concerns; what other concerns did you work for? 
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Mr. Otson. Senator, I would know, but my records are all avail- 
able and you can have the assistance—you can have all of the records 
from the accountants. 

Senator Nixon. Just see if you cannot recall what other concerns 
you worked for. I am interested in what other concerns did you sell 
for. For example, from what other concerns did you have drawing 
accounts ? 

Mr. Otson. I do not recall any other concerns having drawing 
accounts. 

Senator Nrxon. From what other concerns did you receive income 
for work that you did for them? 

Mr. Orson. I would not know, Senator, until I looked at the record 
for 1947. 

Senator Nrxon. Did you receive any income from any liquor 
concerns ¢ 

Mr. Otson. No, sir. No, sir. I was going to say American 
Lithofold. 

Senator Nrxon. Then you do know, if you can exclude certain con- 
cerns—you know from which ones you did receive income. I think 
you know what I am trying to drive at. 

From what other concerns did you receive income during the past 
2 years? You could not have worked for a great number. 

Mr. Orson. So far as I know from the body corporation, the ATU 
and the American Lithofold Corp. 

Senator Nixon. Then you say those are the only concerns from 
which you received income? 

Mr. Orson. Yes; not for 1951, from the American Lithofold Corp. 

Senator Nixon. Let us take the year 1950. That is the year in 
which you were working for the whole year for both the American 
Lithofold, the ATU—you received income from the body corpora- 
tion, you received income from the American Lithofold? 

Mr. Ouson. Yes, sir. 

Senator Nrxon. You received income from the ATU? 

Mr. Orson. Yes, sir. 

Senator Nixon. From what other concerns did you receive income ? 

Mr. Orson. I do not recall any other concern that I received 
income from. And if I have, it is right in my income tax. 

Senator McCarruy. Have you gone into the question—I do not 
want to be duplicating what has gone before—have you gone into the 
question of whether he received any gifts? 

Senator Hory. Yes. 

Stand aside. 

Senator McCarruy. Just one further question, Mr. Chairman, if 
I may. 

I understood you to say that you felt that this practice in which 
you engaged was not widely engaged in by civil-service employees but 
you felt that collectors of internal revenue, so far as they were con- 
cerned, many of them, engaged in the same type of practice that you 
were engaging in—w as that : your answer? 

Mr. Orson. Well, I believe they were engaged in outside business, 
but I would not know about the same kind of practice, Senator. 

Senator McCarrny. I may say if that is true, if the collectors of 
internal revenue have, as you say, been engaged in this practice of 


“a 


~ 
~ 


eee OD bead FD bed POD be Tl hee mo COULD 


ad bt 





INFLUENCE IN GOVERNMENT PROCUREMENT 743 


collecting money from those individuals who file their returns in those 
collectors’ offices, have been collecting as high as $100,000 in a year and 
a half, is that right—if that is true, then we are running into a scandal 
that will make Teapot Dome look like a cup of tea. 

Senator Munpr. One other question, Mr. Chairman. I might add, 
if that is true, we know why we have got such a big tax bill in front 
of usnow. We have to collect taxes from the few people that do not 
have the right contacts. 

On this matter of income tax you said to Mr. Nixon that if you had 
any other sources of income it would show up on your income-tax 
return. Is that what you said? 

Mr. Otson. Yes, sir. 

Senator Munpr. Is your income-tax return available to this com- 
mittee ? 

Mr. Kuernman. May I have a word with him? 

Mr. Otson. It is being investigated by the King committee and the 
King committee have all of the records. 

Senator Munpr. The King committee has no connection with our 
committee. I asked you whether your income-tax return is available 
to this committee. 

Mr. Otson. Yes, sir. 

Senator Munpr. Does the King committee have all of your income- 
tax records ¢ 

Mr. Otson. Yes, sir. 

Mr. Kiernman. Yes, sir. 

Senator Munpr. Will you give this committee the right to look at 
your income-tax return? | 

Mr. Oxson. Yes, sir. 

Senator Munpr. So that we can find out from that? 

Mr. Otson. Yes, sir. 

Senator Munpr. You will make them available to us? 

Mr. Otson. Yes, sir. 

Senator Hory. Stand aside. 

Mr. Kuernman. Are we excused, sir? 

Senator Hory. Yes, sir. 

I believe something was said previously about Government em- 
ployees accepting outside employment while on duty. I call atten- 
tion to the fact, however, that this witness did not say that is what 
they were doing, but his impression was that a great many had out- 
side employment. I do not think it is proper for a Government 
official to have outside employment. I think when they are employed 
by the Government, whether they are collectors or whatever official 
position they hold, they ought to dedicate their services to the Gov- 
ernment which employs them and pays them. I think that is the 
only way that we can have dedicated public service on the part of the 
people who are the employees of the Government. 

Senator Nrxon. I would like to say that [certainly share the very 
forthright views expressed by the chairman, and I think all of the 
members of the committe would expect that kind of a statement from 
the chairman. 

Senator Horny. Thank you, sir. 

Senator Munpr. I would like to add, Mr. Chairman, and I am sure 
you agree, that it is especially important from the standpoint of 
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internal revenue collectors taking income or salaries from the people 
whose taxes they have to examine, because after all, the power to tax 
is the power to destroy. We have got billions of dollars of tax 
moneys to collect. We are now passing the biggest tax bill in history, 
and if we are going to have those taxes collected, audited, and analyzed 
by people on the payroll of the folks who are expected to pay the 
taxes, no wonder we cannot get the income to run the Government. 

Senator Horry. I may say that the members of the Finance Com- 
mittee are very conscious of that fact. The Finance Committee 
began hearings on this tax bill on June 17 and held hearings continu- 
ously until August 3, hearing some 10 or 15 witnesses a day, and 
sitting almost every day. 

Following that time we spent all of the time in executive session 
taking up the tax bill section by section. 

Personally, as a member of the committee, and I think I can speak 
for the whole committee, we were concerned with the additional 
burden to be put upon the already heavily burdened taxpayer, and 
that is one reason why the Finance Committee in submitting its bill 
to the Senate lessened the impact as much as it could of a rather drastic 
measure passed by the House. I do not know what the Senate will 
do with this bill, and I do know that the Senate Finance Committee 
exercised all of the diligence and capacity and intelligence that we 
did possess in an effort to bring out. a bill that would be as fair to all 
interested and concerned and would not levy burdens more heavily 
than the Finance Committee felt was justified under the circum- 
stances. 

I mention that because we were discussing the finance. 

Senator Munpr. I think the Finance Committee has done an exceed- 
ingly good job. 

“My point is this: If we do not have the element of integrity in 
the collection of income taxes, this country will go bankrupt. There 
is not any question about that at all. 

Senator McCietitan. I might also add that is true in spending, 
too. 

Senator Munpr. In spending, too. That is, if integrity is out, this 
country is completely bankrupt. 

Senator Hory. Mr. Vonne V. Circele. 

Hold up your right hand. Do you solemnly swear that the testi- 
mony you will give in this hearing shall be the truth, the whole truth, 
and nothing but thé truth, so help you God? 


TESTIMONY OF VONNE V. CIRCELE, SALES REPRESENTATIVE, 
AMERICAN LITHOFOLD CORP., NEW YORK, N. Y. 


Senator Hory. Mr. Circele, give your name. 
Mr. Crrcete. Do you want me to spell it ? 
Senator Hory. Yes. ° 

Mr. Circete. Vonne—V-o-n-n-e. Initial V. Circele—C-i-r-c-e-]-e. 

Senator Horry. What position do you hold with the American Lith- 
ofold Co.? 

Mr. Circece. I am sales representative in the New York City area. 

Senator Hory. Mr. Flanagan will examine. 

Mr. Fuanacan. Were you sales representative for American Lith- 
ofold in the New York area in the fall of 1948? 
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Mr. Crrcete. I was eastern division manager at that time. 

Mr. Franacan. When did you become aware of the fact that Mr. 
Olson or Mr. Nunan were going to assist your corporation in any 
way in connection with the sale of forms? 

Mr. Crrcete. According to the best of my memory, it was the latter 
part of October 1948. 

Mr. Fianacan. What were the circumstances of your becoming 
acquainted with that fact? 

Mr. Circete. I had just returned from orders to naval training 
school in Bayonne for a 2-week period. While I was away in school, 
Mr. R. J. Blauner came in to run the office while I was away, and 
he presented me with a list of accounts upon my return to resume my 
own active duties. 

Mr. Fianacan. How many accounts were on this list which he pre- 
sented to you? 

Mr. Circece. I do not recall specifically, but I imagine there were 
about 20. 

Mr. FLanacan. Were most of these accounts persons engaged in 
the liquor business or related activities ? 

Mr. Circete. As I recall it they were mostly in the liquor business. 

Mr. Fuanacan. And where did Mr. Blauner say he received that 
list ? 

Mr. Crrcece. Mr. Blauner told me that he had received the list from 
Jimmy Olson, a new vice president of American Lithofold. 

Mr. FLanaGan. And did he say who Jimmy Olson was? 

Mr. Crrcete. Not at that time; no, sir. 

Mr. FLanacan. Did you subsequently find out who Jimmy Olson 
was / 

Mr. Circete. Yes. 

Mr. Fuanacan. When did you find out that he was the head of the 
Alcohol Tax Unit in the city of New York ¢ 

Mr. Circece. I believe it was the early spring of 1949. 

Mr. Fuanacan. Do you have that list available as to who these 
people were that you were to contact? 

Mr. Crecetx. I do not. Mr. Blauner took the list away with him. 

Mr. Fianacan. In the ordinary course of your business did you 
then or did salesmen under your supervision go out and contact these 
customers ¢ 

Mr. Crircetr. Yes; that is right. 

Mr. Fuanacan. When did Blauner take that list away from you? 

Mr. Circete. I do not know exactly, but it must have been after he 
had shown it tome and asked me to make a transcript of the individual 
accounts listed there. 

Mr. Franacan. You have now no recollection of or no record of 
what those accounts were / 

Mr. Crrcece. Only the ones that were actually developed into sales. 

Mr. Fuanacan. We will get into that in a moment. 

Did you, or salesmen under your jurisdiction, then go out and 
contact these accounts ? 

Mr. Crecetr. Yes, sir. I made the initial contacts myself. 

Mr. FianacGan. Did you tell any of these people that you were 
calling at the behest of James Olson? 

Mr. Circetr. That is right, sir. 

Mr. FLuanacan. And did you say who James Olson was? 
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Mr. Crrcete. I did not know other than he was a vice president of 
the company. 

Mr. Fianagan. Did they know who Olson was? 

Mr. Crrceie. They seemed to—they seemed to be quite surprised 
that he was associated with us; yes, sir. 

Mr. Fuanacan. And most of these accounts you called on were 
liquor dealers? 

Mr. Circete. Yes, sir. 

Mr. FLANAGAN. W ere you successful then in selling any of your 
forms to these liquor dealers ? 

Mr. Crrcetp, Yes, sir. 

Mr. Fianacan. How many of these accounts did you sell as a result 
of the information which was turned over to you through Mr. Olson ¢ 

Mr. a ELE. I will have to check here. Seven accounts exclusive 
of Austin-Nichols & Ruppert, which he has testified about. 

Mr. Fuanacan. Name the seven accounts. 

Mr. Crrcetz. Blue Crest Wine & Spirits Corp. 

Mr. FLanaGan. Spell the names and just state their address, New 
York City or Brooklyn. 

Mr. Crrcete. B-l-u-e C-r-e-s-t Wine & Spirits Corp. 

Senator McCierian. At that point, also give the total amount of 
business that they have done with the company since, if you have 
that figure. 

Mr. Crrcetz. I do not have that figure. 

Senator McCretian. Will you supply it for the record? 

Mr. Crrcete. Yes, sir. 

Senator McCietian. Is that all right with the chairman? 

Senator Hory. Yes, sir. 

Senator McCueiian. I want to show the amount of business that 
was developed. 

Mr. Crrcete. All right. 

That is New York Gi ity for Blue Crest. 

Capitol Distributing Co., C-a-p- i-t-o-l, New York City. 

That account was on Mr. Nunan’s list, and I am not certain whether 
it was on both lists; however, they were both involved in the com- 
mission distribution apparently. 

Louis Marx & Co., L-o-u-i-s M-a-r-x, New York City. 

Mr. Fianacan. Is that a liquor company ? 

Mr. Crircete. That is a toy manufacturer. 

Senator Munpr. Nunan or Olson? 

Mr. Circete. It is hard to determine now, Senator, because they 
had some names on both lists. These are the orders that resulted in a 
commission distribution, whatever it may have been, to both gentle- 
men. 

Senator Munpr. This was on both lists. If so, indicate. Was 
Capitol Distributing on both lists? 

Mr. Circee. I can’t tell. 

Mr. Franacan. Isn’t it a fact that both Mr. Nunan and Mr. Olson 
shared in the commissions that were on these accounts? 

Mr. Crrcete. I didn’t know that personally, but I have heard it 
testified to; yes, sir. 

Mr. FianacGan. Regardless of who gave the lead, they shared in the 
commissions ¢ 
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Mr. Circetr. That is what I understand from the testimony. 

Mr. Fianaaan. Proceed. 

Mr. Crrcete. Peerless, P-e-e-r-l-e-s-s, Importers, Inc., Brooklyn. 

Mr. Fuanacan. Are they liquor dealers? 

Mr. Circets. They are liquor dealers; yes, sir. 

Mr. Fianacan. Go ahead. 

Senator Munpr. I don’t think you identified the business of Capitol 
Distributing. 

Mr. Crrcete. Capitol Distributors are liquor dealers. 

Renfield, R-e-n-f-i-e-l-d, Importers, Ltd., New York City. 

Then we have the Austin-Nichols and Ruppert Brewery, which he 
has mentioned in his testimony. 

Mr. Fianacan. Those are the total number of accounts from which 
Nunan and Olson drew these joint commissions; is that correct ? 

Mr. Circe.e. As near as we can determine from our records now; 
yes, sir. A lot of it is based on the best memory we have 

Mr. Fianacan. You have previously been in the Government serv- 
ice, have you not? 

Mr. Crrcetr. Yes. I was in the Navy for 3 years. 

Mr. Fianacan. Did you have any other previous Government em- 
ployment ? 

Mr. Crrcee. No, sir. 

Mr. Fuanacan. At the time that Mr. Blauner turned these lists over 
to you, or any time when you were handling these accounts, did you 
think it strange that the Chief of the Alcoholic Tax Unit should be 
turning over to you accounts of liquor dealers in that area? 

Mr. Circetr. When he first turned those over to me, I didn’t know 
that, but, when I found it out later, I did think it was strange. 

Mr. FranaGan. When did you find it out # 

Mr. Crrce.e. The spring of 1949. 

Mr. Firanacan. Did you discuss that with the officials of the Ameri- 
can Lithofold ¢ 
' Mr. Crrcetr. No, sir. 

Mr. Fi _ AGAN. Did you think it improper that the head of the 
Alcoholic Tax Unit should be sharing in commissions on sales being 
made to people under his jurisdiction ? 

Mr. Crecece. I did, sir. 

Mr. Fuanacan. Did you report that fact to any official of your firm? 


Mr. Crrcete. No, sir; because Mr. Blauner would probably tell me 
it wasn’t any of my business. 


Senator Hory. Any questions? 

Senator Munpr. What rate of commissions did Olson receive on 
these accounts? 

Mr. Circete. I cannot answer that specifically, sir, except what I 
had heard him testify, that he made arrangements with R. J. Blauner 
to get 10 percent. 

Senator Munpr. At least 10 percent? 

Mr. Crrcetr. Of the sales value; that is right. 

Senator Munpr. You do not know whether he had a sustaining 
salary or drawing account in addition to the 10 percent or not? 

Mr. Crrcere. I do not know the details of that transaction at all. 

Senator McCietian. You will please put in the record the total 
amount of business from these firms since they first became customers. 

Mr. Circete. Just as soon as I can calculate it for you; yes, sir. 
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(The information requested was subsequently given to the subcom- 
mittee and may be found in the appendix under “supplemental data” 
on p. 1252.) 

Senator Nixon. Do you know the total amount of Mr. Olson’s 
drawing account ? 

Mr. Circeiz. Ldo not. That record is kept in our St. Louis office. 

Senator Nrxon. Do you have that amount, Mr. Flanagan ? 

Mr. Fuanacan. Yes, sir. It is $5,800. 

Senator Nixon. Just from your experience in the business, can you 
roughly calculate as to whether or not the firms you sold on the basis 
of leads Olson gave you is equal to $5,800! 

Mr. Crecetr. I would say, yes; somewhere between $60,000 and 
$75,000, just guessing. 

Senator Nixon. Did you hear Mr. Olson’s testimony ? 

Mr. Crrceir. Yes, sir. 

Senator Nrxon. Did you hear that he said that certain firms were 
contacted in his name and his name was used without his consent? 

Mr. Crrcein. Yes, sir; I heard him testify. 

Senator Nixon. What is your testimony on that? 

Mr. Crrcetz. As I got his testimony, he said some letters had been 
written using his name. I have no knowledge of any such activity as 
that. 

Senator Nixon. He said contacts had been made using his name. 

Mr. Circetzr. We did use his name in personal contacts at the re- 
quest of R. J. Blauner : hen I first started calling on these accounts. 

Senator Nixon. R. J. Blauner contacted you? What did he tell 
you to do? 

Mr. Crrcete. He told me to contact these accounts as quickly as we 
could. 

Senator Nixon. How many accounts? 

Mr. Circete. About 20. LI should mention that we were recom- 
mended to them by Mr. Olson. 

Senator McCarruy. This was in the case of the liquor industry, I 
assume. 

Mr. Crrcetr. Practically all of the accounts, whatever they were. 
There may have been some that were not liquor industry, just like 
Louis Marx & Co. 

Senator McCarrny. When Blauner instructed you to use Olson’s 
name, he was instructing you to use his name almost exclusively in 
connection with prospective customers who were in the liquor 
business ¢ 

Mr. Crrcetz. I would say so; yes, sir. 

Senator Nixon. When was that instruction issued ? 

Mr. Crrcerr. It must have been when he handed me the list, about 
the latter part of 1948, maybe the first part of December. 

Senator Nrxon. And on the basis of that instruction, you made 
these contacts? 

Mr. Crrcetze. That is right, sir. 

Senator Nixon. You never discussed with Mr. Olson the fact that 
you were making these contacts using his name? 

Mr. Crrceitr. Only after I met him, I possibly did. 

Senator Nixon. What occurred at that time ? 
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Mr. Crecetz. As I recall it, he probably asked me what progress we 
were making on certain of these accounts, and I would tell him what 
success I would have. 

Senator Nixon. Your testimony is that Mr. Olson was aware of your 
using his name in making these contacts? 

Mr. Circene. He should have been. He told me on the phone whom 
to see in some cases. 

Senator Nixon. That is in addition to these two companies that he 
himself sold; is that right? 

Mr. Crrcete. Yes, sir. One that I recall specifically was Alpine 
Wine & Liquor Corp. Mr. Olson telephoned me one day and asked me 
when I was going to see Mr. Scheinick. 

Senator Nixon. Do you recognize that the testimony you are giving 
now is in contradiction to what Mr. Olson said on the stand? 

Mr. Crrcete. Yes, sir. 

Senator Nrxon. You recognize what you are saying—— 

Mr. Crrceze. It is the same testimony I gave before the King com- 
mittee. 

Senator Nrxon. You say the Alpine Liquor Co. account was con- 
tacted at Mr. Olson’s telephonic request ? 

Mr. Crrcece. It was on the list, but he called me and asked me when 
I was going to see Mr. Scheinick, the president, that he was waiting 
to see me, and I had not gotten to see him. 

Senator Nixon. There were other contacts of that type that you 
made ¢ 

Mr. Circe.r. Standard Food Products was one. 

Senator Nrxon. Did you go out to see Mr. Scheinick? 

Mr. Circete. No. As TI recall it, I got him on the phone to make 
an appointment. He told me we could get to work on an order and 
I should come out. In that case I assigned one of my salesmen to make 
the call. I didn’t go out. 

Senator Nixon. You got the order? 

Mr. Circetr. Yes. 

Senator McCarruy. You mentioned Mr. Blauner giving you in- 
structions. Was that R.J. Blauner or R. A. Blauner? 

Mr. Circete. R. J. Blauner. 

Senator McCarrny. Did you feel that having the Chief of the Alco- 
hol Tax Unit on your payroll, using his name in contacting the liquor 
industry, gave you any advantage over the other form companies? 

Mr. Crecere. Asa matter of personal opinion, I have to say, yes, sir. 

Senator McCartiy. May I compliment the witness. He appears to 
be the most honest witness we have had on the stand so far. 

Mr. Crrcete. Thank you, sir. 

Senator Munpr. He also has the best memory, I might add. 

Senator McCarruy. Let me ask you one other question, if I may. 
In your opinion, would Olson have been on your payroll if he had 
been merely a building custodian ? 

Mr. Circetx. No, sir; because I know quite well—I have been in this 
business 25 years approximately—that Mr. Olson has no technical 
knowledge to handle our business. 

Senator McCartny. So far as as you know, the only reason Olson 
was hired and paid a salary was because of his particular job as 
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_ Mr. Circete. That is the inference I got from the connection; yes, 
sir. 


Senator McCie.uan. You say he had no technical knowledge of this 
business at all? 

Mr. Circete. Not to my knowledge. 

Senator McCievian, Then he was employed obviously for his in- 


fluence by reason of the position he held with the Federal Govern- 
ment. 


Mr. Crircetz. That is my impression. 

Senator McCue..an. I do not think that impression will ever be 
challenged. 

Senator Nixon. Are you still with American Lithofold Co.? 

Mr. Crrcete. Yes, I am. 

Senator Nixon. Do you expect to remain with them? 

Mr. Crrecexe. It all depends. 

Senator Hory. Thank you very much, Mr. Circele. 

Senator McCartruy. Mr. Circele, may I say it is a great relief to 
find a man who comes here and thinks more of telling the truth than 
protecting his job. 

Mr. Circere. I certainly appreciate it. 

Senator Horry. Walter Doxon. 

Hold up your right hand. 

Do you solemnly swear to tell the truth, the whole truth, and no- 
thing but the truth in the testimony you are about to give to this com- 
mittee, so help you God? 

Mr. Doxon. I do. 


TESTIMONY OF WALTER DOXON, JR. 


Senator Horry. Mr. Doxon, give to the reporter your name and 
address. 

Mr. Doxon. Walter Doxon, Jr., 9 South Claremont Avenue, Mar- 
gate City, N. J. 

Senator Horry. Mr. Flanagan? 

Mr. Fuanacan. Mr. Doxon, how long have you been with the 
Bureau of Internal Revenue? 

Mr. Doxon. Since 1919, except for a 10-month period in 1926 or 
1927. 

Mr. Fianacan. When did you meet Mr. R. A. Blauner or anyone 
connected with the American Lithofold Corp. ? 

Mr. Doxon. I met Mr. R. A. Blauner in the fall of 1947. 

Mr. Fianacan. Will you relate the circumstances under which you 
met Mr. R. A. Blauner? 

Mr. Doxon. Mr. R. A. Blauner, through a friend, invited Mrs. 
Doxon and myself to the world series in 1947, to which we went with 
him. 

Mr. Fianagan. At that time, what was your position in the Bureau 
of Internal Revenue? 

Mr. Doxon. I was a group chief in the Newark office. 

Senator Nrxon. In that position, what were your duties? 

Mr. Doxon. Group chief was a supervisor of a number of men, 
approximately 40 sometimes. We had two groups on the floor, up 
to 85 men at one time. I assigned the work and took supervision over 
the procedures and saw that the cases went through. 


INFLUENCE IN GOVERNMENT PROCUREMENT 














Th = 


tA 
a 
= 
~~ 
e 


ond 
o 
ew << rf) be 


@ 
= 


$f ted FR ee PIO 


T” 
= 
= 
~~ peewee 


— 
oe 


Se 
2) 


B 


Se 





INFLUENCE IN GOVERNMENT PROCUREMENT 751 


Senator Nixon. Was this a division that audited returns, or was 
this a division that made field investigations? 

Mr. Doxon. This was a field investigation unit. 

Senator Nrxon. This was a division that conducted field investiga- 
tions? 

Mr. Doxon. Yes, sir. 

Senator McCueiian. So I will bear this in mind as you testify, are 
you still now an internal revenue agent ? 

Mr. Doxon. No, sir. 

Senator McCuiettan. Are you presently employed as an internal 
revenue agent ? 

Mr. Doxon. No, sir. I was suspended for a period of 30 days, 
effective yesterday morning. 

Senator McCLeLLan. You were just suspended for 30 days? 

Mr. Doxon. Pending clarification of the matter. 

Senator McCieLnan. Yesterday morning? 

Mr. Doxon. Yes, sir. I got notice of it on Saturday. 

Senator McCarruy. With or without salary ¢ 

Mr. Doxon. Without. 

Senator Nrxon. Did this suspension take place after you were 
subpenaed to appear before this committee? 

Mr. Doxon. I am voluntarily appearing. I am not under subpena. 
It took place after I was called to the Bureau and made a statement 
there. 

Mr. Fuanacan. While you were a group chief in Newark, to your 
knowledge, were any of R. A. Blauner’s returns or anyone connected 
with that corporation examined in your group ? 

Mr. Doxon. There was a personal return of R. A. Blauner in a 
rountine examination. 

Mr. Fuanacan. When was that made? 

Mr. Doxon. I presume that started—I don’t know the date, but it 
must have been assigned sometime during the year 1946 or 1947. I 
guess prior to the time I met R. A. Blauner. 

Mr. Fianaaan, Had you personally had anything to do with R. A. 
Blauner’s tax returns prior to the time you met him ? 

Mr. Doxon. Only that I assigned the case. I couldn’t tell exactly 
seeing him, but I assigned the case for investigation along with the 
group of cases that were assigned to all the men. 

Mr. Fianacan. Did anyone in your section ever discuss the R. A. 
Blauner case with you prior to the time you met him at the world 
series in 1947? 

Mr. Doxon. No, sir. 

Mr. Fianacan. After you met R. A. Blauner in 1947, did you have 
any discussion with him of any kind concerning his income-tax 
matters ? 

Mr. Doxon. I don’t recall ever discussing his income-tax case with 
Mr. Blauner. 

Mr. Fiuanacan. Did you discuss it with anyone else ? 

Mr. Doxon. No, sir; unless through the examining officer asking 
aq uestion, or something about it, which I don’ t recall at all. 

Senator Horry. Did you ever pass upon his return in your official 
capacity ? 
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Mr. Doxon. No. As group chief, you do not pass on the examina- 
tion. The field agent makes an investigation and you as group chief 
have no right or authority to alter the field agent’s decision. 

Senator Horry. What do you do when an investigator makes the 
return giving the results of his investigation, what do you do with that 
report? 

Mr. Doxon. You pass it on to what we call a review section, where 
an intense review is made, and then, afterward, in Washington it is 
again reviewed in what they call the postreview. 

Senator Hory. Do you as supervisor make the recommendation one 
way or the other about any of these reports / 

Mr. Doxon. No, sir. You can’t as supervisor make a recommenda- 
tion because they have a policy of what they call informal conferences. 

Senator Hory. Did you ever as an examiner make a check of Blau- 
ner’s return yourself ? 

Mr. Doxon. No, sir; I never did. 

Senator Hory. When it came to you, you would refer it to some 
examiner ¢ 

Mr. Doxon. That is right. 

Senator Hory. He would make the examination and report ? 

Mr. Doxon. Yes, sir. 

Senator Hory. Then the report would go to the reviewing board? 

Mr. Doxon. It would go through for review and then be reviewed 
again in Washington afterward. 

Senator McCarruy. Did you assign the particular return to any 
individual in the unit ¢ 

Mr. Doxon. Yes,sir. I probably assigned it. 

Senator McCarrny. In the case of R. A. Blauner, did you assign 
that toa man by the name of O’Connor? 

Mr. Doxon. Jack O’Connor; yes, sir. 

Senator McCarruy. Then there is a Marion O’Connor? What re- 
lation is she to Jack O’Connor ¢ 

Mr. Doxon. She is a sister. 

Senator McCarruy. She works in your office over in New Jersey? 

Mr. Doxon. She works in another office, not in my office. 

Senator McCarruy. Does she work in your office over in New Jer- 
sey on the Blauner return / 

Mr. Doxon. I think she had an office audit in another group. She 
wasn’t under me. It was the office audit group. A man named Jonas 
Rutt. It was one of his prior returns for prior years. 

Senator McCarruy. Do you know whether Blauner had to pay ad- 
ditional taxes as the result of those audits? 

Mr. Doxon. I think he did. I don’t know the result of the audits, 
but I think there was additional taxes paid on it. 

Senator McCarrny. There was some dispute about his tax return ? 

Mr. Doxon. Dispute or error. 

Senator McCarruy. If he was assessed an additional—— 

Mr. Doxon. Let’s say some mistake. 

Senator McCarrny. If he was assessed an additional tax, there 
was a dispute about the return. It wasn’t merely a routine audit, 
right? 

Mr. Doxon. Any case would go through in a routine audit if there 
is a tax on it. 
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Senator McCarrny. Are you aware of the fact that either of the 
O’Conners—Jack or Marion O’Conner—received gratuities, trips, 
gifts, vacations, or enytning of that kind from the Lithofold Corp. 
or from Blauner personally ? 

Mr. Doxon. No, sir. I know there is a trip here in question. I 
have it in the newspapers. Knowing Marion O’Conner, however, I 
know that she wouldn’t permit that. She is too fine a lady. 

Senator McCarrny. In other words, you say that knowing Marion 
O’Conner, you know that she did not get a free trip at Blauner’s 
expense ¢ 

Mr. Doxon. That is what I would say, in my persont al opinion. 

Mr. Fianacan. Who introduced you to Mr. Blauner at the world 
series in 1947 ¢ 

Mr. Doxon. Miss Marion O'Conner. 

Mr. Fianacan. Had she known Blauner for some period of time? 

Mr. Doxon. I couldn’t say that because I do not know how far 
back it went. 

Mr. Fianacan. Who also attended the world series besides your 
wife and Miss O’Conner and R. J. Blauner? 

Mr. Doxon. Mr. Blauner’s son. 

Mr. Fianacan. After this first world series, did you then have 
social and business contacts with Mr. Blauner?/ 

Mr. Doxon. At the world series Mr. Blauner spoke of this farm he 
had in Blairstown, N. J., and suggested that we ride up some time and 
take a look at it. So one week end when Miss O’Conner was staying 
with us, on a Saturday, we rode up there—my wife and myself and 
Miss O’Conner—and landed at this farm in Blairstown. 

Mr. Fianacan. When was this? 

Mr. Doxon. After the world series. I guess in October, just about 
the time of the first snow. While we were there that afternoon it 
started to snow. We were just going to drive out of the driveway to 
come home when in drove Mr. Blauner, his wife and son, from New 
York. It was snowing and he insisted that we stay overnight. We 
hadn’t gone prepared to stay overnight. We stayed overnight, went 
to church the next morning, and rode back home. 

Mr. Fuanacan. These were the world series of 1947 between New 
York and Brooklyn. 

Senator Munpr. Did you say you met him at the world series or 
went to the world series as his guest? 

Mr. Doxon. I went to the world series as his guest. That was the 
first time I ever met him. 

Senator Munpr. That leaves me confused. How did you go as his 
guest if you didn’t know him? 

Mr. Doxon. He invited us through Miss O’Conner. 

Senator Munpr. He asked Miss O’Conner to invite you as his 
guests ? 

Mr. Doxon. That is right. 

Senator Munpr. She was also his guest at the world series? 

Mr. Doxon. Yes. 

Mr. Fianacan. When did you next have any contact with Mr. 
Blauner ? 

Mr. Doxon. The next contact I remember would be maybe telephone 
calls from him. 
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Mr. Fianacan. What was he calling you about? 

Mr. Doxon. Nothing in particular. He would call and inquire 
about the health of the wife and myself, and so on, but nothing in par- 
ticular. 

Mr. Frianaaan. Did he ever mention taxes or his own business? 

Mr. Doxon. I never recall ever discussing taxes with Mr. Blauner. 
He seemed to stay away from that phase with me. But he had a habit 
when he called you of inquiring whom you knew and whether you 
knew somebody some place. 

Mr. FranaGan. Somebody where? In the Internal Revenue? 

Mr. Doxon. No; outside. I can see after this testimony the pattern 
of his operations. 

Mr. FianaGan. Did he finally contact you with reference to getting 
business for his corporation ? 

Mr. Doxon. Yes, sir. May I elaborate on the situation because there 
is a space of time that elapsed in here that is necessary to understand 
the picture. After I met him in 1947 I was sick then with high blood 
pressure and diabetes and w a required to be out of work for about 
3 or 4 months during 1949. I didn’t return there because I got trans- 
ferred to Atlantic Ci ity. Then he called me in 1949. That was quite 
a time after I left Newark. I had last worked in Newark in April of 
1948—or March. In the first part of the year 1949 he telephoned me 
in Atlantic City and asked me if I knew anybody in the William H. 
Warner Co., that he was trying to get specifications from them, but 
he was sort of being closed out. 

Mr. Fianacan. Where is the William H. Warner Co. located? 

Mr. Doxon. That is now the Warner-Hudnut Co., the pharma- 
ceutical and perfume people. 

Mr. Franacan. Where is that company located ? 

Mr. Doxon. Down town in New York. 

So he asked me if I knew anybody at Warner Co. 

I said, “Yes.” 

I had a very good friend, Mr. Kelly, who has been a brother to me 
all my life. The families have known each other for over 40 years. 
His brother is married to my sister. 

I said Jack Kelly was a great friend of Mr. Elmer H. Bobst, presi- 
dent of Warner Co. They have been friends for over 25 or 30 years. 
He has traveled with him and been in his home and around with him. 

He said, “Do you think he would try to intercede and let us get some 
specifications?” 

I said, “Well, I will ask him and see.” 

I asked Mr. Kelly and he said he didn’t see any reason why. So he 
called Mr. Bobst, and Mr. Bobst said, “Certainly they can bid on it.” 
He told him to have Mr. Blauner, or whoever it was—I do not know 
whether his name was mentioned—get the specifications and put the 
bid in, which was done. 

Mr. Fianacan. When was this conversation ? 

Mr. Doxon. That was in January or February 1949. 

Mr. Franacan. After that, did you then start to receive any com- 
mission payments directly or indirectly from American Lithofold? 

Mr. Doxon. After that, in the spring of 1949, about March, Mr. 
Blauner again phoned me and asked me if I would bring Mr. Kelly 
over to New York to meet him. Up to this time he didn’t know Mr. 
Kelly and had never met Mr. Kelly. So Mr. Kelly met me and we 
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went to New York and had lunch with Mr. Blauner at the New Yorker 
Hotel. 

At this time Mr. Blauner thanked Mr. Kelly greatly for doing the 
favor of being able to get in and get some business in the Warner Co. 
and said that he thought we should be entitled to remuneration or com- 
mission for the deal. But he said that we wouldn’t get a full commis- 
sion because there would have to be somebody in the company who 
would have to service the account and do the leg work on it. He said 
probably we would get 5 percent or less than 5 percent commission. 

So that was where the deal stood. After that time we started getting 
some commissions on it. 

Mr. Fianacan. Who started getting commissions? 

Mr. Doxon. The account was in the name of John L. Kelly. The 
checks were drawn to Mr. Kelly’s account. 

Mr. FianaGan. Were all checks made by Lithofold to Kelly? 

Mr. Doxon. Yes. 

Mr. Fuanacan. Would Kelly cash these checks and give you part 
of them? 

Mr. Doxon. Kelly would cash some of the checks and would give 
me part, and [I would cash some of the checks and give him pene, 

Mr. Fianacan. What was your arrangement with Kelly? 

Mr. Doxon. Fifty-fifty. 

Senator Munpr. How could you cash his checks ? 

Mr. Doxon. Mr. Kelly is away during the week. He would be 
home on Saturday, during the week end, and he would endorse the 
check and then I would eash it. 

Senator Munpr. They were all drawn to Kelly? 

Mr. Doxon. Yes. They were all drawn to Kelly. 

Senator Munpr. He would endorse and you would take it to the 
bank and cash it? 

Mr. Doxon. That is right. 

Mr. Fianacan. What were the total commissions you and Kelly 
received since that time? 

Mr. Doxon. 1949, we got commissions of $2,200. 

Mr. Frianacan. For both? 

Mr. Doxon. Both of us. 

In 1950 it amounted to $7,500. In 1951 it amounted to $4,700. 

Senator Nrxon. Do I understand correctly that all of those amounts 
vou have just set forth were split equally between you and Mr. Kelly ? 

Mr. Doxon. Yes, sir. 

Senator Nrxon. What is the amount, Mr. Flanagan? 

Mr. Fianacan. That is a total of $14,400. 

Mr. Doxon. Yes. It came to over $7,000. 

Mr. Fianacan. You got half of that? You got a little over $7,000 
in commissions ? 

Mr. Doxon. Yes, sir. 

Mr. Fiuanacan. And Mr. Kelly received a little over $7,000 in com- 
missions ¢ 

Mr. Doxon. Yes, sir. 

Mr. Franacan. What was Mr. Kelly doing at that time? 

Mr. Doxon. Mr. Kelly at that time was in Newark. I think he was 
regional director of the Federal Wage and Hour Bureau of the Labor 
Department. 
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Mr. FLranaGan. What was his job in the Wage and Hours Division 
at that time in Newark? 

Mr. Doxon. Well, he was in charge of the office which did the in- 
vestigating of the wages and hours for the Department of Labor. 

Mr. Fianacan. Did Mr. Kelly’s office, to your knowledge, ever con- 
duct any investigation in connection with Warner- Hudnut or any of 
its subsidiaries ? 

Mr. Doxon. It never did as far as my knowledge. Walter Hud- 
nut is a New York corporation and I am pretty sure, to my knowledge, 
ii never was. 

Mr. FLanaGan. Have you received any other commissions or salary, 
either directly or indirectly, from American Lithofold, other than 
this $7,000 you testified about ? 

Mr. Doxon. No, sir. That is absolutely all we received. 

Senator Nixon. Did you receive any other income of any other 
type from any other company ¢ 

Mr. Doxon. No, sir. 
Senator Munpr. Didn't you get a check for $1,000? 


Mr. Doxon. I would like to ¢ clarify that. I saw that charge made. 


I think there was a mistake made. On April 27, 1949, we got our 
first check, which was for $1,000. That check was drawn to the order 
of John L. Kelly, and I think that is the check that is confused with 
a memorandum to which somebody testified, which I read about in the 
newspapers. I haven't read the testimony, but I am pretty sure that 
is the check. When we left Blauner in New York that March he said 


he would get a check for $1,000. Later on he called me in Atlantic 


City and said that there was a check for $1,000 coming to me. I said, 

“The account is in Kelly’s name and that it should be drawn to Kelly's 
name.” I think what hs ippened there was that there was a mistake 
in that memorandum. I didn’t see it. I do not know whether I have 
a right to see it or anything. The memorandum there refers solely to 
the fact that that check was by mistake and the real payment was made 
to Kelly. 

Senator Munpr. That $1,000, which came out in the investigation, 
Mr. Bellino, did you have a canceled check of $1,000, or was it listed 
in the account books? 

Mr. Firanacan. Mr. Bellino isn’t here right now. We will have to 
check that. 

Senator McCiettan. What was Kelly’s connection with the Warner 
account? I understand he was working for the Wage and Hour Divi- 
sion. 

Mr. Doxon. He had no connection with the Warner Co. except that 
Mr. Elmer Bobst, president of the Warner Hudnut Co., is a long per- 
sonal friend of Mr. Kelly’s, and it was through that personal connec- 
tion that the contact was made and that lasted thirty-odd years, and 
it is very, very close. 

Senator McCueian. I didn’t quite understand. What I under- 
stand now is that, when Mr. Blauner called you and asked you if 
you knew anybody down in the Warner Co., you told him you knew 
Kelly, who was a lifelong friend of Mr. Bobst, the president; is that 
correct ? 

Mr. Doxon. If I testify that way, it would be incorrect. I meant 
to testify that I knew Mr. Kelly, who was a friend of Mr. Bobst. 
Senator McCie.tLan. That is what I am trying to say. 
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Mr. Doxon. That is the way the tesimony should be. 

Senator McCie.ian. That is the way you testified. That is the 

yay the contact was made. You didn’t know anybody in the com- 
pany, but you used somebody who was a friend of the president of the 
company, and that was Kelly. That was the way the contact was 
made. 

Mr. Doxon. Yes, sir. 

Mr. FLanacan. Am I correct in asuming that in the spring of 1949 
you began receiving commissions indirectly from American Litho- 
fold? You were then assigned to Atlantic City? 

Mr. Doxon. Yes. 

Mr. Franacan. What was your position with the Bureau of In- 
ternal Revenue in Atlantic City ? 

Mr. Doxon. I was a field investigator. 

Mr. Fuanacan. While you were in Atlantic City, did you have any 
direct or indirect connection with any tax returns involving R. A. 
Blauner or any of the company or his associates / 

Mr. Doxon. No, sir. 

Mr. FLanacan. Up to the present time of your suspension, you 
were an agent at Atlantic City? 

Mr. Doxon. Yes, sir. 

Senator Nixon. What was your position at the time of your sus- 
pension ¢ 

Mr. Doxon. Internal revenue agent. 

Senator Nrxon. At what sum ¢ 

Mr.. Doxon. Investigator, $7,400. I had been a group chief and 
when I was chief I took a reduction from grade 13 to 12 on account 
of health to get back to Atlantic City. 

Senator Nixon. Was R. A. Blauner aware of the fact that Mr. 
Kelly was cutting back to you part of his commissions‘ 

Mr. Doxon. I don’t know whether he was or not. 

Senator Nixon. You saw him quite often / 

Mr. Doxon. Who? Blauner? 

Senator Nixon. Yes. 

Mr. Doxon. No, sir. I talked to him on the phone more than any 
other time. 

Senator Nrxon. What did you discuss on the telephone? He wanted 
to know who was who, what was going on / 

Mr. Doxon. That was about all his conversations were about. His 
conversations were of an odd character. He would start his conversa- 
tions way back from the last time he saw you, way back from Cali- 
fornia and Mexico, some place like that. 

Senator Nrxon. Do you think R. A. Blauner knew you were getting 
a cut-back from Ke lly, knew it? Didn’t he know it? 

Mr. Doxon. He should have known it. 

Senator Nixon. What did you do to earn the $7,000 you got ¢ 

Mr. Doxon. All we did was to make the original contact and see 
that they got it. 

Senator Nixon. Warner Hudnut account ? 

Mr. Doxon. Yes. 

Senator Nixon. How much was that account? 

Mr. Doxon. I don’t know. 

Senator Nixon. Mr. Flanagan, do you know / 
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Mr. Fianacan. We are getting those figures. 

Senator Nixon. Do you have an estimate at all? 

Mr. Fianacan. I believe around $160,000. I am not too sure of 
that. 

Senator Nrxon. You got $14,000 to bring in that amount of 
business ? 

Mr. Doxon. I think it was more than that. I don’t know the 
volume of the account. 

Senator Nixon. Let’s get back to Mr. Blauner. He knew that Kelly 
was cutting back to you, didn’t he? 

Mr. Doxon. I presume he did. 

Senator Nrxon. Why do you say you presume he did? You must 
have something on which to base that statement. What facts do you 
have on which to base that presumption ? 

Mr. Doxon. Well, the only thing that we discussed the matter 
together with him and we probably said we, and checks were drawn 
to him, and they were mailed to my address. That is the only reason 
I think so. 

Senator Nrxon. The checks were mailed to your address? 

Mr. Doxon. Yes. 

Senator Nixon. From that assumption you figure he must have 
known you were cutting into it? 

Mr. Doxon. He must have known. 

Senator Nrxon. Why weren’t the checks made to you? 

Mr. Doxon. Because Mr. Kelly had made the contact with Mr. 
Bobst in the Warner Co. 

Senator Nrxon. But my point is this: It is quite obvious if the 
two of you were responsible for the business, why not do this openly 
and aboveboard, why not half of the commissions going to one and 
half to the other? 

Mr. Doxon. I never gave any thought because we reported it all 
on our income-tax returns. It was aboveboard. 

Senator Nixon. Yes, of course, on the income-tax returns, but as 
far as these checks were concerned, why weren’t they made out to you 
personally ? 

Mr. Doxon. Because the understanding was that it would be made 
out to Mr. Kelly, that it was his account. 

Senator Munpr. You testified earlier that you told Mr. Blauner to 
make it to Kelly. 

Mr. Doxon. That was when we had the discussion in New York. 

Senator Nrxon. You said you told him not to make them to you, 
to make it to Kelly. 

Mr. Doxon. He said there was a check made to me, but I said, “Don’t 
make it to me; it’s Kelly’s account.” 

Senator Nixon. Why did you want to make it to Kelly rather 
than you? 

Mr. Doxon. It was his account with Mr. Bobst. 

Senator Nrxon. As a matter of fact, you thought this practice was 
improper ? 

Mr. Doxon. I did not think it was improper. 

Senator Nrxon. Were you a civil service employee ? 

Mr. Doxon. Yes, sir. 
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Senator Nixon. Do you think it is proper for a civil service employee 
of the Internal Revenue Department to earn commissions on sales 
while he is working for the Government; is that right ? 

Mr. Doxon. This deal here—we had no jurisdiction over either 
the Warner Co. or the American Lithofold Co. 

Senator Nrxon. You had jurisdiction over R. A. Blauner’s personal 
returns ? 

Mr. Doxon. Not when this deal was made; no, sir. 

Senator Nrxon. As a matter of fact, isn’t it true that R. A. Blauner 
filed his returns in the office you were in at the time you were there ¢ 

Mr. Doxon. Not at the time the deal was made. I was in Atlantic 
City at that time. 

Senator Nixon. At any time, did he file returns in the office in 
which you worked? The answer is “Yes,” isn’t it ¢ 

Mr. Doxon. To file returns you file it in an entirely different office 
than the one I was in. They are two separate offices. He filed his 
return in New Jersey. That is the answer I think you want. 

Senator Nixon. I want the answer that it is a fact. 

Mr. Doxon. The fact is that he filed his return in the State of New 
Jersey. 

Senator Nixon. Marion O’Conner audited them ? 

Mr. Doxon. She audited one. 

Senator Nrxon. You know that, don’t you? 

Mr. Doxon. I never saw it. Inever saw it. She wasn’t in my group. 
It wouldn’t go through my group. 

Senator Munpr. In order to keep the whole record in one place, you 
had previously assigned the Blauner tax return to the brother of Miss 
O’Conner ? 

Mr. Doxon. That is right. 

Senator Nixon. This money you received from the American Litho- 
fold Co., the reason why that money wasn’t paid to you was you 
thought it was improper, or is it your testimony still that you think 
it is a perfectly proper practice for an Internal Revenue agent earn- 
ing $7,400 a year in his position to accept income from an official 
of a company who files his personal returns in the jurisdiction in which 
you work ? 

Mr. Doxon. But the income was from the American Lithofold Co., 
whose returns were not filed in the jurisdiction I worked. 

Senator Nixon. R. A. Blauner—I think you are well aware of the 
fact—receives fairly large sums of money from American Lithofold. 
It was a family corporation in effect. 

Mr. Doxon. Yes. 

Senator Nixon. Wasn’t it? 

Mr. Doxon. Yes. 

Senator Nixon. Sure. So getting right down to the point, do you 
still think it is proper to do that; isn’t that the reason you didn’t have 
the checks made out to you? 

Mr. Doxon. No, that is not the reason. 

Senator Nixon. Then your testimony is it is proper to do it? 

Mr. Doxon. The way it was done to us and the way the contract 
was, I don’t see any reason why it wasn’t proper. 

Senator Nixon. Do you know any other people in the Bureau of 
Internal Revenue who have engaged in similar practices to that you 
have engaged in? 
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Mr. Doxon. No, sir. 


Senator Nrxon. Then this is a very unusual practice, according to 
your own testimony? 

Mr. Doxon. It is the first practice I have ever had in it. 

Senator Nixon. But although it is unusual, you do not consider 
it improper ? 

Mr. Doxon. After all that happened from now on, I would say yes, 
it is improper now. 

Senator Nrxon. It is improper now, but it wasn’t then? 

Mr. Doxon. I mean from what has transpired and what has gone 
by, it looks like it must have been improper. 

Senator Nrxon. What else did you receive from American Litho- 
fold besides these checks ? 

Mr. Doxon. I received a camera. 

Senator Nixon. You received another camera? 

Mr. Doxon. Yes. 

Senator Nixon. Is that all? 

Mr. Doxon. I received a turkey. 

Senator Nixon. Anything else? 

Mr. Doxon. No, sir. : 

Senator Munpr. What happened, Mr. Doxon, that made you change 
your mind?’ You said you considered it a proper practice when you 
did it. You now consider it to be improper. What changed your 
mind? 

Mr. Doxon. I guess the fact that I have been suspended. 

Senator Munpr. The fact that it got out in the open ‘ 

Mr. Doxon. I mean that I wasn’t trying to hide anything. 

Senator Munopr. Had you ever done anything like that before? 

Mr. Doxon. No, sir; that is the first time. 

Senator Munpr. You said you went into civil service in 1919? 

Mr. Doxon. Yes, sir. 

Senator Munpr. You never had any outside sources of income ex- 
cept this one case ? 

Mr. Doxon. No sir; that is the first case. 

Mr. Fianacan. Mr. Doxon, when did you receive this camera from 
Mr. Blauner ? 

Mr. Doxon. In the latter part of January or February 1951. 

Mr. Franacan. Was that one of these Polaroid cameras? 

Mr. Doxon. That is right. 

Mr. FLanaGan. Valued at about $150? 

Mr. Doxon. I don’t know the value of it. 

Senator Nixon. That is what it cost the company. 

Mr. Franacan. Did you then or do you now feel that it was proper 
for you as an employee of the Bureau of Internal Revenue in Newark 
to accept a gift from a person filing income tax returns in that area / 

Mr. Doxon. When I got the camera, 1 wasn’t working in an area 
where I had jurisdiction over his returns. 

Mr. Fuanacan. You were assigned to the Newark office and Mr. 
Blauner was paying his taxes to that office. Do you now feel it was 
improper as ane mployee of the Bureau of Internal Revenue to receive 
a substantial gift from a taxpayer in that area 

Senator Nixon. And bear in mind that you already testified that 
you did not know Mr. Blauner very well and didn’t see him ver y often. 
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Mr. Doxon. I would say I guess it was improper. 

Mr. Fuanacan. Did you think it was at that time, improper ? 

Mr. Doxon. I didn’t think so at that time. 

Mr. Fianacan. But you think now it is improper? 

Mr. Doxon. Yes, sir. 

Mr. Fuanacan. At any time prior to the initiation of this present 
investigation, did you inform your superiors or anyone else in the 
Bureau of Internal Revenue that you were receiving outside income 
such as we discussed here today ? 

Mr. Doxon. No, sir. 

Mr. Fianacan. Did you feel it was your responsibility or duty to 
so inform your superiors / 

Mr. Doxon. As I previously testified, we performed no services in 
connection with this. It wasn’t anything that had to do with account- 
ing, taxes, or anything else. That was why I thought it wasn’t 
necessary to get permission. 

Mr. Fianacan. And there were no other gifts or gratuities other 
than this camera and turkey ? 

Mr. Doxon. No. 

Mr. FLanacan. I have no further questions. 

Senator McCarrny. Did you get a television set from Blauner in 
1948? 

Mr. Doxon. No, sir; I did not. 

Senator McCarrny. Did you buy one from him in 1948? 

Mr. Doxon. No, sir. 

Senator McCarruy. Did you get a television set from anyone in 
1948 ¢ 

Mr. Doxon. No, sir; but I bought a television set in 1948. 

Senator McCarruy. You didn’t buy it from American Lithofold ? 

Mr. Doxon. I have a canceled check to show I paid for it. I didn’t 
buy it from them. 

Senator Nixon. When you were testifying you were asked about 
Marion O’Conner taking a trip at Mr. Blauner’s expense. I think 
your testimony was that you are sure Marion O'Conner wouldn't 
have done it. 

Mr. Doxon. Marion O'Conner is a lovely lady. I am positive she 
wouldn’t have done that. She has been associated with my daughter 
and has been to our home. 

Senator Nrxon. The reason you think she wouldn’t have done that 
is that you think it wouldn’t have been proper for Marion O’Conner 
to accept that? 

Mr. Doxon. Absolutely. I don’t think she would have done it. 

Senator Nixon. If it was improper for Marion O’Conner to do 
it, it would have been improper for anybody. 

Mr. Doxon. Yes, sir. 

Senator Nrxon. She knew the Blauners very well. 

Mr. Doxon. I guess she did; yes, sir. 

Senator Nixon. After all, she knew them well enough to invite 
you, a total stranger, to the Broklyn game, which most of us couldn’t 
get into. 

Mr. Doxon. Yes. 

Senator Hory. That is all. 

John L. Kelly. 
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Will you hold up your right hand? 

Mr. Kelly, do you solemnly swear the testimony you give in this 
hearing will be the truth, the whole truth, and nothing but the truth, 
So help you God? 

Mr. Ke tty. I do. 


TESTIMONY OF JOHN L. KELLY, JR. 


Senator Horry. Mr. Kelly, will you please give your name and 
address to the reporter ? 

Mr. Ketry. John L. Kelly , Jr., 30 South Weymouth Avenue, Vent- 
nor City, N. J. 

Senator Hory. Mr. Kelly, what position do you hold with the Wage 
and Hour Division ? 

Mr. Ketiy. Regional investigation supervisor of region 2, com- 
prising the States of New York and New. ersey. 

Senator Horry. How long have you held this position ? 

Mr. Ketry. Since August 19, this year. 

Senator Hory. What position did you hold in the Department prior 
to that time? 

Mr. Kenry. I entered the Department in 1940 as a senior investiga- 
tor in charge of the Camden, N. J., office. In 1944 I was made branch 
manager in charge of the Newark office and in charge of the State 
of New Jersey. In August of this year I was promoted to regional 
supervisor, regional investigation supervisor, and moved to New York 
City. 

Senator Hory. Your headquarters are in New York now ? 

Mr. Ketry. That is correct. 

Senator Horry. Previously it was Newark, N. J.? 

Mr. Ketiy. Newark and Camden. 

Senator Hory. Mr. Kelly, when did you form the connection with 
American Lithofold Co. to aid in selling goods or receiving some 
commissions? 

Mr. Ketry. I don’t know the exact month, but it was the early 
part of 1949. 

Senator Hory. With whom did you make your arrangements? 

Mr. Kru. Well, I received a phone call from Mr. Doxon and he 
asked me if I would do a favor for a friend of his, someone he knew. 
I said, “What is it about?” 

He said this gentleman was in the printing business and the William 
R. Warner Co. was giving out some contracts, but he hadn’t been suc- 
cessful in getting a chance to bid on them. The minute Mr. Blauner 
said the Warner Co., that had rung a bell with him—that I was a 
very, very close friend of the president of that company, Mr. Elmer 
N. Bobst. He asked me would I try to get in touch with Mr. Bobst 
and ask him—TI didn’t know the gentleman—to give this friend of 
his a chance to bid on the contract. I told him at the time I didn’t 
think Elmer was home. I thought he was down in Florida fishing, 
but I would try. 

Fortunately, I found him at home. I called him and asked him, 
and Elmer said, “Well, tell him to contact me tomorrow and I will 
tell my office manager. There is no reason why he can’t bid on the 
contract, providing his price and quality are O. K.” 

That was the way I got into the situation. 
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Senator Munopr. Is Mr. Doxon your brother-in-law ? 

Mr. Kety. He is a synthetic brother-in-law. His sister and my 
brother married, and I am his only child’s godfather. 

Senator Hory. When did you make an arrangement with Mr. 
Blauner, if you did make it with him, as to the representation 

Mr. Ketxy. It was probably a month after that that Mr. Doxon 
again called me on the phone and asked me if I could meet him for 
lunch; this Mr. Blauner wanted to meet me. I met him in the New 
Yorker Hotel in New York and had lunch with him. 

Senator Hory. Did you all make the arrangement that day? 

Mr. Kerry. At that time Mr. Blauner stated—well, he was very 
profuse in thanking me for having gotten him this opportunity and 
he said he had gotten a small bid and had bid on a lot more business 
and that there was a terrific potentiality of business in that firm 
because of the nature of their business. ‘They have 21 or 18 or 19 
subsidiary firms, all of which had to have their own printing, and 
so forth. 

Senator Hory. What business were they engaged in ¢ 

Mr. Keiiy. The William R. Warner Co., now called the Warner 
Hudnut Co.—they are owner of the Richard C. Hudnut cosmetics 
and perfume company, Sloan’s liniment, Courtley shaving lotion for 
men, Du Barry cosmetics, Du Barry slenderizing processes. 

Senator Hory. A number of products ¢ 

Mr. Ketiy. Pharmaceutical companies, industrial chemical com- 
panies. I do not know all of their output. 

Senator Hory. What arrangement did you make with Mr. Blauner 
and Mr. Doxon with reference to this representation / 

Mr. Ketiy. I made no arrangement. Mr. Blauner explained to 
me that he would like to be able to pay me a commission, but he ex- 
plained that he couldn’t pay a full salesman’s commission because 
these accounts weren’t simple, they needed a lot of engineering and 
know-how and technical knowledge on forms that are used in various 
types of machines, and so forth, and that he would have to pay one of 
his New York men the regular commission, because it was in their 
territory, but that he would pay me some commission, around 5 per- 
cent. He said that sometimes carbon paper involves more profit 
and it might be 10 or 12 percent for that, but on another thing it might 
be 2 percent, depending upon the margin, and so forth. I thought 
that was a wonderful windfall, and thanked him for it, and it has been 
going on ever since. 

Senator Hory. What was the agreement with reference to how the 
checks would be sent? 

Mr. Ketry. He just said he would send me a check and I said that 
was fine. 

Senator Horny. What agreement did you and Mr. Doxon have with 
reference to the checks? 

Mr. Ketiy. After we left Mr. Blauner, I said, “Walter, anything I 
get with respect to this, I think you are entitled to 50 percent—50-50. 
I would never have been in this spot to get anything if it hadn’t 
been for you.” 

Senator Horry. All right; when the checks did come in, you divided 
them that way ? . 

Mr. Ketxiy. That is correct. 
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Senator Hory. You got a total of something over seven thousand 
and Mr. Doxon got a total over seven thousand. 

Mr. Ketiy. Over a period of 3 years; that is correct. 

Senator Munpr. Did you ever see Mr. Blauner after that luncheon 
inthe New Yorker? Isthat the last time you saw him ? 

Mr. Ketuy. I saw him once since. I have seen him twice in my life. 
IT saw him that first time and the second time was when I called him in 
the interest of a friend of mine getting a job with the firm, a man 
who was retired and doing nothing, and I thought he knew a lot of 
people in northern New Jersey. He had lived there all his life. 1] 
told Mr. Blauner that the fellow knew everybody in northern New 
Jersey that I had ever heard, and I thought he would be a good man. 
I tried to bring the two together, but nothing ever came of it. That 
was the last time I saw him or spoke to him. 

Senator Munpr. You called him or saw him ? 

Mr. Ketry. As a result of that call, I met him and introduced him 
to this other gentleman, and I left them and I have never seen him 
since. 

Senator Munpr. Ever havea phone call from him since? 

Mr. Ketxy. No. 

Senator Munpr. Have you ever done any more contact work for 
him with the Hudnut Co. or any other company ? 

Mr. Ke.ity. No other company ; no, sir. 

Senator Munpr. As a result of that one phone call, you got $7,000? 

Mr. Ketty. Yes, sir. 

Senator Munpr. It is a pretty easy way to make $7,000; isn’t it? 

Mr. Ketiy. Never happened tome before. 

Mr. Firanacan. Mr. Kelly, did you receive any other gifts, gratui- 
ties, commissions, or payments of any kind from American Lithofold 
other than the $7,000 we have discussed here today ? 

Mr. Ketry. No, sir; I didn’t get a camera. 

Mr. Fianacan. In connection with your official business and since 
you have been receiving commissions as a result of the Warner Hudnut 
Co., has your division or men under your supervision made any investi- 
gations in connection with Warner Hudnut or any of its subsidiaries ¢ 

Mr. Ketiy. Since when ? 

Mr. Fianacan. Since you have been receiving these commissions. 

Mr. Ketriy. Not to my ee I had no jurisdiction of New 
York until August 19 of this year. I do not know what happened. 

Senator Munpr. Doesn’t that company have any subsidiaries in New 
Jersey / 

Mr. Keiy. No, sir, not that I know of. Their only subsidiaries 
are in St. Louis and Los Angeles and New York. 

Mr. FianaGan. At the time you first entered into this arrangement 
with American Lithofold, to your knowledge, was Warner Hudnut 
being investigated in any manner by the Wage and Hour Division ? 

Mr. Ketiy. No. I have asked that question of my superior and he 
told me they have looked it up and I think the last investigation of the 
Warner Hudnut Co.—it wasn’t Warner Hudnut, it was William R. 
Warner Co.—was in 1943. 

Senator Nrxon. Did you know the president of the company at that 
time? 
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Mr. Kexty. I have known the president of the company since 1922 
and been a personal friend of his, gone all over the country, played 
golf w ith him. He is my best and closest personal friend. 
~ Senator Nrxon. Did you discuss with him in 1943 these difficulties 
with the Wage and Hour Division ? 

Mr. Keutry. He was not with that company in 1943. 

Senator Nixon. And there were no incidents after that time that the 
company became involved in difliculties with the Wage and Hour 
Division ¢ 

Mr. Ketry. No, sir. 

Senator Nixon. You now have jurisdiction over that company, have 
you? 

Mr. Kettry. In the sense that I am in New York City now and the 
Hudnut Co. has its offices in New York City and if there were to be an 
investigation of them under the wages-and-hours law, it would be done 
by men over whom I have supervision. 

Senator Nixon. Are you a civil service employee / 

Mr. Ketry. Yes, sir. 

Senator Nixon. You heard the question I propounded, you were in 
the room, I think, the question to the previous witness. The committee 
is concerned, of course, about the ethics involved in this type of trans- 
action. What would be your comment on that question / 

Mr. Keuiy. My position, which I have taken on it—I do not think 
that there is anything unethical, unmoral or wrong in my connection 
in this entire deal, if you want to call it that, or transaction. I have 
never had any jurisdiction over this company or Mr. Blauner’s com- 
pany. I have met the gentleman twice in my life. I have never 
solicited any companies. I have never spent 2 minutes’ time on the 
account. The rules of our Department say that you may not be em- 
ployed outside of your regular job. I was not employed by anyone. 

Senator Nixon. This is just one of those windfalls that came along? 

Mr. Keuriy. For which I am very thankful. 

Senator Nixon. Did Mr. Blauner know that you were cutting back 
to Mr. Doxon ¢ 

Mr. Keury. I assume he did. There wouldn’t be any reason why 
he didn’t. I never told him that. 

Senator Nixon. I understand, but how would he know that? 

Mr. Ketiy. Because he knew that Mr. Doxon was the one that 
brought me into the picture, and he knew I was getting these com- 
missions, so I imagine he knew. 

Senator Nixon. Was your friend and president of the Warner Hud- 

nut Co. aware of the fact that you were receiving commissions / 

Mr. Keury. Yes, sir. 

Senator Nixon. Did he know you were cutting back to Doxon ? 

Mr. Ketty. Yes. 

Senator Nrxon. He knew that? 

Mr. Keity. Yes. He does now. He didn’t know it in the beginning. 
I have told him since and asked him would he please buy more paper. 
That is the truth. 

Senator Nixon. It didn’t occur to you that you might have the 
company make the payments direct to Mr. Doxon ? 

Mr. Ketty. No. It appeared to me to be the logical thing to do, 
because I was the one who was the friend of Mr. Bobst, not Mr. 
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Doxon, and I think, also, probably Mr. Blauner would like to be able 
to tell Mr. Bobst that he was paying me. 

Senator Nixon. You see no other reason why the checks should not 
be made directly to Mr. Doxon? 

Mr. Keuxy. No; because the entire thing has been above board and 
out in the open. The account is in my name. I could have put it in 
many subterfuges. I run into them in my business every day. I have 
been around a little while. If I thought there was anything wrong, 
I could have done that. 

Senator Nixon. You think it is just as proper for Mr. Doxon, who 
was in the jurisdiction in which Mr. R. A. Blauner was filing his 
income-tax form, to take this money as you / 

Mr. Ketty. In this type of transaction, yes, sir. 

Senator Nixon. You think, then, that his suspension was unjusti- 
fied ? 

Mr. Kerry. No; because I don’t think Mr. Doxon—and, of course, 
myself—either one of us are employed in any way, shape, or form. 
We are not taking time away from our Government duties. 

Senator Nrxon. Have you been suspended ? 

Mr. Ketuy. No; I am on sick leave. I have been on sick leave for 
10 days. I shouldn’t be here today. 

Senator Nrxon. We don’t want to press you. 

Mr. Ketiy. That is perfectly all right. 

Senator Nixon. You haven't been “suspended or reprimanded ? 

Mr. Keury. I was at the Department of Labor office yesterday. 

Senator Munpr. At their request or yours? 

Mr. Ketiy. At my request. 

Wait! Last Friday morning was the first contact I had with the 
Department of Labor concerning this. I was home in bed sick and 
a phone call came from my New York office. Mr. Minch, the regional 
director, insisted on talking to me. I had no voice, so my wife had 
to talk. He said, “What is this all about ?” 

I said, “What?” 

He said, “Haven’t you seen the papers?” 

I said, “No; I haven’t seen the papers.” 

Then he told me. He said, “Will you give me a statement, write 
out what it is all about, and send it up to me, so I can have it?” 

I said, “Yes; I will be glad to.” 

I got a public stenographer to come into the house and dictate a 
statement and later Mr. Minch called and said, “Never mind. I am 
flying down myself in a plane to see you.” 

So he came to my house Friday night together with Mr. Hurley 
from the Department of Labor and took the statement from me and 
mailed it to Washington to the Department of Labor here. I tried 
to see Mr. Macomb, the administrator, yesterday, but he couldn’t see 
me, but he said maybe this afternoon he could see me. In the mean- 
time I am on sick leave and I am not to return to duty. I will go 
on annual leave until the entire testimony and what have you is in. 
They don’t want to try me on the newspapers. 

Senator Munpr. In other words, as of now, neither the Secretary 
of Labor or anybody under him has‘reprimanded you for your activ- 
ities. They simply have inquired into it. 
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Mr. Ketxiy. The only thing that might be taken in the nature of 
a reprimand was, “Why, the devil, didn’t you tell us this?” I told 
them I didn’t think it was any of their business. 

Senator McCieiian. May I ask you just one or two questions. I 
didn’t understand when you told the pr esident of the company about 
this transaction that you were getting commissions out of it. 

Mr. Ketry. I told him after I learned I was going to get a com- 
mission. I called him on the phone. 

Senator McCieiian. The point I was making was you didn’t tell 
him after this exposure about it, you told him shor tly after you learned 
you were going to get a commission ? 

Mr. Ketty. “Probably 6 weeks later. 

Senator McCLe.ian. He knew all the time you were getting a com- 
mission on any business? 

Mr. Ketry. Yes. 

As I tell you, I prodded him to give them as much business as he 
could. 

Senator McCietian. That relationship was not one that had de- 
veloped—the friendship you talk about was not a friendship that had 
developed as a result of any contacts you had had with him in your 
official capacity ? 

Mr. KELty. No; many years prior to my ever coming into the Goy- 
ernment service. 

Senator McCietian. That friendship developed many years prior? 

Mr. Ketty. Yes, sir. 

Senator McCLeLian. From your position at the time you were con- 
tacted by Doxon and asked if you could help these folks maybe get 
the chance to bid on work over there, you thought there was nothing 
wrong in calling your friend and asking him to do it, because Doxon 
had asked you if you could help? 

Mr. Ketiy. That is right. 

Senator McCreuian. At the time you first called the president of 
the company, did you know then that you would receive a commission 
on any business that you got ? 

Mr. Ketxy. No, sir; it hadn’t been discussed at that time. I was 
merely doing a favor for a ver y good friend of mine, Mr. Doxon. 

Senator McCLe.an. Possibly for both friends? 

Mr. Keury. Yes. I didn’t know Blauner. 

Senator McCie.xan. I mean in the very incipiency of this thing 
you had no idea that there was anything wrong or anything wrong 
would come from it? 

Mr. Ketry. No, sir. 

Senator McCte.tan. You kept the president of the company, your 
friend, informed. You told him the whole story. 

Mr. Keixy. That is right. 

Senator McCie.tian. He knew you were getting a commission. 

Mr. Keuty. That is right. 

Senator McCretian. He was asked by you to give him all the busi- 
ness he could, so you would profit from it # 

Mr. Kewxy. That is right. 

Senator McCietian. As far as your whole transaction was con- 
cerned, it was open and abov eboard, except you didn’t tell your 
superiors about it in the Government ? 
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Mr. Key. That is right. 

Senator McC.etnan. It wasn’t with any intent to do something 
you knew was wrong in order to get business ¢ 

Mr. Ketry. No, sir. 

Senator McCietian. You didn’t use your position—you state from 
your evaluation of everything that has happened—you did not feel 
and you do not now feel that. you were using your position with the 
Government to get business ? 

Mr. Ketry. That is correct. 

Senator McCietxan. For Blauner? But you were using your in- 
fluence with a friend, a friendship that had been established many 
years prior thereto and had continued to grow. 

Mr. Ketxry. That is properly stated; yes, sir. 

Senator McCrevian. I like todothis. I want to be fair with every- 
body. I can appreciate that the way this developed it never occurred 
to you that there was anything wrong about it. You were not using 
your position as a Government employee. It was a contact that you 
had that might be helpful. 

Mr. Keiiy. I might point out also that this firm must bid and 
obtain contracts by bids. 

Senator McCriecttan. You only got them the opportunity to bid, 
got them a contact where they could do business on a business basis 
thereafter. 

Mr. Ketty. That is correct. 

Senator Munpr. Isn’t it also true, Mr. Kelly, that probably hun- 
dreds and thousands of civil-service employees supplement their in- 
come by engaging in private transactions that they consider legiti- 
mate ¢ 

Mr. Ketxy. Oh, yes. 

Senator Munpr. There is nothing in the civil-service status that 
denies you the right to earn additional money so long as it doesn’t 
interfere with your business and you don’t use your Government job 
as a club. 

Mr. Ketiy. I want to differentiate between your using influence by 
reason of the position you hold with the Government to make money 
on the side as distinguished from a personal friendship. That is an 
entirely different relationship, which is not associated with your offi- 
cial duties. 

I think your case stands apart from other evidence that has been 
given. 

Senator Nrxon. Let me get one thing straight here. 

Senator McCLettan. Did you mean that you are referring to the 
whole transaction, including Mr. Doxon’s part in it? 

Senator McCietian. I am talking about him individually. I didn’t 
mention Doxon. 

Senator Horry. Thank you very much, Mr. Kelly. You may be ex- 
cused. 

Elmer Brown. Mr. Elmer Brown, put up your right hand. 

Do you solemnly swear in the testimony you will give to tell the 


truth, the w hole truth, and nothing but the truth, so help you God? 
Mr. Brown. I do. 
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TESTIMONY OF G. ELMER BROWN, BUREAU OF INTERNAL REVENUE, 
: EVANSTON, ILL. 


Senator Hory. Mr. Brown, will you please give your name and 
address to the reporter 4 

Mr. Brown. G. Elmer Brown, 201 Kedzie Street, Evanston, Llinois: 

Senator Hoey. What position do you hold in the internal revenue 
service, Mr. Brown? 

Mr. Brown. Supervisor of accounts and collections in charge with 
headquarters at Chicago, Il. 

Senator Horry. What territories are embraced in your jurisdiction ? 

Mr. Brown. Illinois, Indiana, and Missouri. 

Senator Hoey. In your capacity, do you examine Internal Revenue 
returns ¢ 

Mr. Brown. No. 

Senator Hory. What do you do with returns that come in your 
office ? 

Mr. Brown. No returns come to my office, Mr. Chairman. 

Senator Hory. Do they come there for investigation ? 

Mr. Brown. No. 

Senator Hory. What connection, then, do you have—you have the 
position of supervisor of accounts: what are your duties, then ? 

Mr. Brown. My duties are administrative, accounting. 

Senator Munpr. Does that include auditing? 

Mr. Brown. Not of tax returns, Senator, but auditing of collectors’ 
offices. 

Senator Hory. You supervise collectors’ offices and audit those and 
make inspections, and so forth—your office does ? 

Mr. Brown. That is right. 

Senator Hory. Mr. Flanagan, you may proceed. 

Mr. Fuanacan. Is it one of your responsibilities, Mr. Brown, to 
determine whether or not individual agents are properly collecting 
taxes from various taxpayers ? 

Mr. Brown. And accounting for it. 

Mr. Fianacan. In the course of your business, have you any recol- 
lection of any occasion to inquire with regard to any collector’s han- 
dling of American Lithofold tax matters or tax matters involving the 
American Carbon Paper Co. or any of the persons involved in those 
companies, the officials of those companies ¢ 

Mr. Brown. No. 

Mr. Fuanacan. When did you first become acquainted with Mr. 
R. J. Blauner or anyone connected with the American Lithofold 
Corp. ? 

Mr. Brown. As I recall, it was in January or February of 1949. 

Mr. Fuanacan. Under what circumstances did you meet Mr. R. J. 
Blauner in February or January of 1949? 

Mr. Brown. Thad just been notified of my transfer from New York 
to Chicago and Mr. Olson knew of that. Mr. James E. Olson knew 
of that. Collector James P. Finnegan was in New York and he called 
me and asked me if I would come down to the New York Athletic 
Club, that Collector Finnegan wanted to meet me since [ was coming 
out in their territory. So 1 went to the New York Athletic Club and 
was introduced to Mr. R. J. Blauner and Mr. James P. Finnegan. 
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Mr. Fianacan. At that time, did Mr. Finnegan or anyone in that 
group advise you that Finnegan had any connection with the Ameri- 

can Lithofold Corp. ? 

Mr. Brown. No, sir. 

Mr. Franacan. When did you find out that Mr. Finnegan had some 
connection with the American Lithofold Corp. ? 

Mr. Brown. I don’t know that I ever found out, except that Mr. 
Blauner and Mr. Fi innegan were together at times when I saw them in 
Chicago and St. Louis. 

Mr. Fianacan. Did they ever discuss the business of the corpora- 
tion in such a fashion as to indicate to you that Finnegan had an 
official connection with the company ? 

Mr. Brown. No, sir. 

Mr. Fuanacan. At that time—and I am now speaking of your 
first meeting with Blauner—did you have any reason to believe that 
Mr. Olson was connected in any way with American Lithofold Corp. ? 

Mr. Brown. No, sir. 

Mr. FLtanacan. When did you find out that he had been receiving 
commissions or assisting them in the sale of their product ? 

Mr. Brown. When I read the newspapers recently. 

Mr. Fuanacan. After that first contact with Mr. Blauner in the 
spring of 1949 did you have other contacts with him ¢ 

Mr. Brown. Yes, many social contacts—we and his family. 

Mr. Fuanacan. Were they all social contacts? 

Mr. Brown. Yes. 

Mr. Fuanacan. Did Mr. Blauner or anyone connected with his 
company ever discuss tax problems with you ¢ 

Mr. Brown. No, sir. 

Mr. Ftanacan. Will you tell us the circumstances under which you 
visited the Blauners in Miami Beach in the spring of this year? 

Mr. Brown. Mrs. Brown and I had been ill and since we had been 
friends and they had a home in Miami Beach, they invited us down 
as house guests. 

Mr. Fuanacan. How long before you got there did they invite you 
down ¢ 

Mr. Brown. I didn’t get your question. 

Mr. Fuanacan. How ‘long before you got to Florida did they send 
this invitation to you? Was it several weeks before # 

Mr. Brown. Yes, sir. 

Mr. Fuanacan. And when did some representative of the American 
Lithofold Corp. or any representative of that corporation propose 
that they should buy the airplane tickets for yourself and your wife 
to Florida? 

Mr. Brown. They didn’t propose it, sir. I was out of town and 
down at Kansas City, I believe, and ‘Springfield, Ill., and when I 
came back the tickets were at my office. 

Mr. Fianacan. Airplane tickets for yourself and your wife? 

Mr. Brown. To Florida and return. 

Mr. Fuanacan. Who had left them at your office? 

Mr. Brown. I think they were sent over by Mr. Al Bridell by mes- 
senger. 

Mr. Fuanacan. Did Bridell get in contact with you at that time 
concerning the tickets ‘ 
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Mr. Brown. I think he did and said they had been sent over and 
wanted to be sure I had gotten them. 

Mr. Fianacan. At that time did he say anything about payment 
or repayment for the tickets ¢ 

Mr. Brown. No, sir. 

Senator Munpr. How well did you know Mr. on 

Mr. Brown. Mr. Bridell is a son-in-law of Mr. R. J. Blauner and 
I had visited them at their Highland Park home many times. 

Mr. Fianacan. At that time did you mention anything to Mr. 
Bridell about repayment for the tic kets ? 

Mr. Brown. No, I did not, sir. 

Mr. Firanacan. What did you think, with a pair of airplane tickets 
in your office, obviously paid for by somebody, you were going to do 
about them at that time 4 

Mr. Brown. I thought I was going to pay for them when | 
returned, 

Mr. Fuanacan. From Florida? 

Mr. Brown. Yes, sir. 

Mr. Fianacan. You took those two tickets and you did go to 
Florida with your wife? 

Mr. Brown. Yes, sir. 

Mr. Fuanacan. You did visit the R. J. Blauner home at Miami 
Beach ¢ 

Mr. Brown. Yes, sir. 

Mr. FLanacan. How long did you stay there? 

Mr. Brown. About 4 days. 

Mr. Franacan. And your trip was interrupted, I believe, by a 
death in your family ¢ 

Mr. Brown. Yes, sir. 

Mr. Fianacan. And you subsequently returned to Chicago? 

Mr. Brown. Subsequently, but in leaving Miami Beach the tickets 
were rerouted through Washington, D. C., to Chicago, and Mrs. Brown 
and myself flew to Washington and attended the funeral of my brother 
down at the Eastern Shore in Maryland. 

Mr. Fianacan. After you returned from Florida and you returned 
back to Chicago, did you then make arrangements to repay Bridell or 
anybody else for these tickets? 

Mr. Brown. Mr. Blauner, as I recall, called up to find out about the 
trip and to extend further sympathy regarding the death of my 
brother, and I said to him at that time that I wanted to pay for 
those aiiplane tickets. He said, “Well, see Al Br - 1.” 

Well, I called Al Bridell. I don’t know that I did it right away. 
It may have been a day or two before I called him and asked him to 
have lunch with me. In the meantime, I had taken from the stubs of 
the tickets the amount that I thought I owed him and I took the 

cash out of my pocket and put it in an envelope and put it in the 
cabinet in my office. Mr. Bridell and I had lunch together one day, 
sometime around the first part of February, and 1 gave him the 
envelope with that cash in it, representing the cost of those round- 
trip tickets. 

Senator Nixon. How long did you have the money in the envelope? 

Mr. Brown. I put it in shortly after talking to Mr. Blauner 

Senator Nixon. How long did you have it in the envelope before 
you gave it to Mr. Bridell? 
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Mr. Brown. I don’t know whether it was the last of that week or h 
the first part of the next. oth 
Senator Nixon. Do you have a checking account ? tick 
Mr. Brown. Yes, sir. N 
Senator Nixon. How much was the price of those tickets? of « 
Mr. Brown. As I recall, it was three-hundred-and-thirty-odd dol- S 
lars. get. 
Senator Nrxon. Three-hundred-and-thirty-odd dollars? } 
Mr. Brown. Yes: pla 
Senator Nrxon. Do you ordinarily handle transactions of that type wa 
by cash? pre 
Mr. Brown. No, sir. Ma 
Senator Nixon. Why did you do so in this instance ? Ch 
Mr. Brown. Because I had excess funds from my trip due to my dat 
having to return, so I put the cash in the envelope and gave it to him. ‘ 
I won't do it any more. ] 
Senator Nrxon. Are you aware of the fact that the company has pic 
not yet received the money, reimbursement for this trip? 
Mr. Brown. I don’t know what the internal accounting is. 
Senator Nrxon. Internal accounting or external accounting, the : 
company hasn’t received reimbursement for these tickets. | 
Mr. Brown. I don’t know a thing about it. as 
Senator Munpr. Wouldn’t it have been logical for you, if you in- | 
tended to pay for the tickets, to pay for them before you took the ; | 
trip instead of afterward ? 1: 
Mr. Brown. No, I do not think so, Senator. It might have been 
one way of handling the transaction. 
Senator Nrxon. You testified that you had not said anything to 
Mr. Bridell about repaying it when he called you up and asked you 
if you received the tickets he sent, and you said, “Yes. 
T am curious to know why you were impelled to pay it after you 
came back when you didn’t feel impelled to make that offer before I 
you went. gr 
Mr. Brown. I thought I would discuss it with Mr. Blauner when I 
was down in Miami Beach, but the death in the family occurred so 
rapidly that I didn’t get a chance to discuss it until after he called up. de 
Senator Munpr. You felt you were his guest rather than Mr. Bri- 
dell’s, the company’s? 
Mr. Brown. Mr. Blauner’s. 
Mr. Fianacan. Mr. Brown, have you received any other gifts or 
gratuities or had any loans or any type of financial transactions other he 
than the one we are discussing now with Mr. Blauner or any repre- m 
sentative of the American Lithofold Corp. or the American Carbon 
Paper Co.? 
Mr. Brown. I received a turkey last Christmas. of 
Mr. Fuanacan. From whom? ol 
Mr. Brown. Mr. Blauner or Mr. Bridell. I do not know which 
one. Ve 
Senator Nixon. In behalf of the company; is that right? Or was be 
it personal ? 01 
Mr. Brown. It was personal, so far as I was concerned. 
Senator Nixon. You may proceed. 
Mr. Brown. Mrs. Blauner gave Mrs. Brown and our daughter a N 


bottle of perfume. 
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Mr. Fianacan. Those were the only two gifts, gratuities, loans or 
other transactions you have had in addition to this one airplane- 
ticket matter ¢ 

Mr. Brown. I believe, sir, that Mr. Blauner sent a holiday package 
of canned meats to our home in the Christmas of 1949. 

Senator Nrxon. You feel discriminated against in that you didn’t 
get a camera ¢ 

Mr. Brown. I did not get a camera; however, I would like to ex- 
plain that we borrowed one of those cameras on two occasions. One 
was for some activity at home in the fall of 1950 and it remained there 
probably until the snow and ice got off the ground, some time in 
March or April, because I recall that we took some pictures during 
Christmas with it. Again at the graduation ceremonies that my 
daughter was attending in June. 

Senator Nixon. You borrowed it from whom ? 

Mr. Brown. I called Mr. Blauner and went over to their office and 
picked it up after he said they had one there. 

Sinton Wess It was a new one when you picked it up? 

Mr. Brown. I suppose so. It was in a case and everything. 

Senator Nixon. You unpacked it and took it home ? 

Mr. Brown. No, I did not unpack it. It was in a leather case with 
a strap that you throw over your arm and I took it from his office. 

Senator Nixon. This was a new camera? It wasn’t his personally ? 

Mr. Brown. I don’t know. It was in his office at 53 West Jackson. 
J assume it was a new camera. 

Senator Nixon. You kept it for about 4 months? 

Mr. Brown. I imagine it was, Senator. 

Senator Nixon. Then what did you do with it ? 

Mr. Brown. I took it out to the Highland Park home. 

Senator Nixon. You took it back to him ? 

Mr. Brown. Out to the home at Highland Park because it was, as 
I recall, the day that I went out to see how the strawberries were 
growing. 

Senator Munpr. You borrowed it a second time, then? 

Mr. Brown. Yes. Then we borrowed it the second time that my 
daughter was attending the graduation exercises. 

Senator Munpr. That was this year ? 

Mr. Brown. Yes, some time in early June. 

Senator Munpr. When did you return that camera ? 

Mr. Brown. Some time after that. I imagine we were out. to their 
home. It may have been the first time that we were out there. It 
may have been the second. I don’t know. 

Senator Munpr. About what date? 

Mr. Brown. I would say it was the last part of June, the first part 
of July. We run out there quite often. It is only a few miles from 
our home. 

Senator Munpr. Either one of those times did they suggest that 
you might keep the camera since you enjoyed using it and they had 
een giving away lots of them; did they say, “Here, we will give ) ou 
one?” ; 

Mr. Brown. No; there wasn’t a suggestion like that. 

Senator Munpr. You mentioned you had seen Mr. Finnegan and 
Mr. Blauner several times in St. Louis. What was the occasion of 
those meetings ? 



































































































































































































































774 INFLUENCE IN GOVERNMENT PROCUREMENT 






Mr. Brown. As I stated to the chairman, my territory covered 
Missouri, Indiana, and Illinois. 

Senator Munpr. What was the occasion of your meeting Mr. Fin- 
negan and Mr. Blauner in St. Louis? 

Mr. Brown. We were down on investigations or checking or maybe 
special investigations at the collector’s office. 

Senator Munpr. Checking the American Lithofold Corp. ? 

Mr. Brown. Checking the collector’s office. 

Senator Munpr. C hecking Mr. Finnegan’s office ? 

Mr. Brown. That is right. 

Senator Nixon. In other words, you are a supervisor of Mr. Finne- 
gan; isn’t that the point ? 

Mr. Brown. I wouldn’t put it that we are a supervisor of collectors, 
but we are known as supervisors of accounts and collections and we 
are like a bank examiner, plus. 

Senator Nixon. You are the bank examiner for the collector’s 
office, in effect ? 

Mr. Brown. For the Commissioner of Internal Revenue. 

Senator Munpr. You went down to supervise or audit or check Mr. 
Finnegan’s office. How come you found Mr. Blauner there? Was 
he there? 

Mr. Brown. On some oc “asions. 

Senator Munpr. In Finnegan’s office? 

Mr. Brown. No. I didn't find him in Finnegan’s office. It was 
probably at the Missouri Athletic Club or the Jefferson Hotel. 

Senator Munpr. You saw them together so much, you said you 
assumed they were doing business together. 

Mr. Brown. I don’t think I made that statement. 

Senator Munpr. I thought earlier in your testimony you were asked 
whether you knew Mr. Blauner and Mr. Fi innegan had some business 
transactions and you mentioned that you assumed that because they 
had been together so often and you mentioned different places. 

Mr. Brown. That may be true. 

Senator Munpr. You had that feeling? 

Mr. Brown. Yes, sir. 

Senator Munpr. Did you ever try to interrogate Mr. Blauner—of 
course, Mr. Blauner was not your business, but Mr. Fi innegan was one 
of your employees—did you ever interrogate him about those business 
transactions ? 

Mr. Brown. No, sir. 

Senator Munpr. You didn’t ask him anything about it? 

Mr. Brown. No, sir. 

Senator Munpr. Are you presently under suspension by the Bureau 
or not? 

Mr. Brown. No, sir. 

Senator Nrxon. Mr. Brown, you are still in your present position 
as supervisor of this, as you term it, sort of bank-examining position? 

Mr. Brown. Yes, sir. 

Senator Nrxon. Of the collector’s office ? 

Mr. Brown. Yes, sir. 

Senator Nixon. Over which office specifically do you have jurisdic- 
tion ? 

Mr. Brown. Collectors’ offices? 
Senator Nrxon. Yes. 
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Mr. Brown. Chicago, Springfield, Indianapolis, St. Louis, and 
Kansas City. 

Senator Nixon. In that position, I assume, that one of your respon- 
sibilities is to report to the Commissioner of Internal Revenue any 
irregularities that you see in those offices; is that right ? 

Mr. Brown. Yes, sir. 

Senator Nixon. In the case of Mr. Finnegan, when you learned 
about his dealings with Mr. Blauner, did you consider that to be 
an irregularity ? 

Mr. Brown. No, Senator. 

Senator Nrxon. So you get the full question, let me proceed: You 
did not consider that to be an irregularity and you would not consider 
that to be an irregularity now; is that correct ¢ 

Mr. Brown. That is correct. 

Senator Nixon. If any other collector were found to do the same 
thing as Mr. Finnegan was doing? 

Mr. Brown. That is right. As far as the collector himself is 
concerned. 

Senator Nrxon. In other words, such practices by the collector, 
such as Mr. Finnegan engaged in, as far as present policy is concerned 
are not subject to disapprov: al? 

Mr. Brown. Yes, sir. 

Senator Munpr. It develops, then, that the same thing, if happen- 
ing with all collectors in all their offices, would still be considered by 
you as O. K.? 

Mr. Brown. We never criticize that because they are Presidential 
appointments and we think it is beyond our prerogatives. 

Senator Nixon. Isn’t that your job? 

Mr. Brown. Not so far as collectors’ outside activities are concerned. 

Senator Nixon. Then the responsibility as far as determining 
whether or not Mr. Finnegan’s activities are proper or improper rests 
upon the President; is that your point? 

Mr. Brown. Not on me. He is a Presidential appointment. What 
rests upon our shoulders is the responsibility to see that the office 
is functioning properly. 

Senator Nixon. And to report irregularities. 

Mr. Brown. Yes, sir. 

Senator Nixon. You work under the President, too? 

Mr. Brown. Well, we work directly under the Commissioner of 
Internal Revenue. 

Senator Nrxon. Through that way you report to the President, I 
assume; is that right? 

Mr. Brown. Yes. 

Senator Hory. Yours is not a Presidential appointment? 

Mr. Brown. No, sir. 

Senator Nixon. As far as the activities of Mr. Blauner with Mr. 
Finnegan are concerned, were you aware then or were you not aware 
that Mr. Finnegan engaged in business relationships with Mr. 
Blauner ? 

Mr. Brown. I did not know. 

Senator Nrxon. Had no reason 

Mr. Brown. To inquire. 
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Senator Nrxon. When did you first have an idea that was the case? 

Mr. Brown. Senator, I don’t recall, but I must have learned of it 
some time after that. 

Senator Nixon. You know now? 

Mr. Brown. I know it now, that they had business dealings. 

Senator Nixon. You didn’t learn it then, for example, by asking 
Mr. Finnegan if he had any outside activities? 

Mr. Brown. No, sir. ’ 

Senator Nixon. It is not the policy then—and I think this is quite 
an important matter as far as the committee is concerned—currently 
at your office, which investigates the operations of collectors’ offices, 
to inquire into the outside activities of collectors of internal revenue; 
is that correct ? 

Mr. Brown. That is correct. 

Senator Nrxon. That such outside activities are being indulged in 
at the present time, the Bureau of Internal Revenue is conducting 
no investigation that you know of to determine whether they are 
proper or improper? 

Mr. Brown. That is correct. 

Senator Munpr. That is because they are Presidential appointees 
apart from what you call the regular operations of the Internal 
Revenue Bureau ¢ 

Mr. Brown. Yes, sir. 

I might add that the Bureau policy is, if something develops that 
may be other than business activities of the collector, which might 
affect the office, the case is generally assigned to the Intelligence Unit 
for appropriate investigation, but not the department that I am 
connected with. 

Senator Hory. Any further questions? 

You may stand aside, Mr. Brown. 

This will conclude the hearing this morning. We will meet again 
at 10 o’clock in the morning, and Mr. Max Siskind will be the next 
witness. 

(Whereupon, at 12:15 p..m., the subcommittee adjourned, to re- 
convene on Wednesday, September 26, 1951, at 10 a. m.) 
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WEDNESDAY, SEPTEMBER 26, 1951 


Untrep STATES SENATE, 
INVESTIGATIONS SUBCOMMITTEER, 
COMMITTEE ON EXPENDITURES IN 
Tue Executive DepartTMENTS, 
Washington, D.C. 

The subcommittee met, at 10:10 a. m., pursuant to adjournment, 
in room 357, Senate Office Building, Senator Clyde R. Hoey (chair- 
man) presiding. 

Present : Senator Clyde R. Hoey, of North Carolina; Senator John 
L. McClellan, of Arkansas: Senator Thomas R. Underwood, of Ken- 
tucky; Senator Joseph R. McCarthy, of Wisconsin; Senator Kar! E. 
Mundt, of South Dakota; and Senator Richard M. Nixon, of Cali- 
fornia. 

Also present: Francis D. Flanagan, chief counsel; Howell J. 
Hatcher, chief assistant counsel; Carmine S. Bellino, accounting con- 
sultant; Jerome S. Adlerman, assistant counsel; William A. Leece, 
assistant counsel; and Ruth Young, clerk. 

Senator Hory. The committee will come to order, please. 

Max Siskind, please come to the stand. Hold up your right hand, 
Mr. Siskind. 

Do you solemnly swear that the evidence which you will give in 
this hearing shall be the truth, the whole truth, and nothing but the 
truth, so help you God? 


TESTIMONY OF MAX SISKIND, BROOKLYN, N. Y. 


Mr. Stsktnp. Yes, sir. 

Senator Hory. Have a seat. The photographers may take pictures 
at this time before the hearing begins. 

Mr. Siskind, I understand that you have a prepared statement ? 

Mr. SiskrnD. That is correct, sir. 

Senator Horry. Would you prefer to read that first without inter- 
ruption and then be examined afterward ? 

Senator Nrxon. In that connection, before you propound that ques- 
tion, might I ask this privilege? I have read the prepared statement 
and there are several instances in the statement where I think questions 
would be very pertinent at this time. 

Senator Hory. I think so; but, on the other hand, if the witness 
prefers to read it first and then be questioned, I think we should fol- 
low that policy. 

Senator Nixon. You want him to read the whole statement ? 
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Senator Hory. If he wishes to do so, let him read the statement, 
and then afterward have the questions. That has been our usual cus- 
tom where there is a prepared statement. 

What is your preference on that, do you prefer to read your state- 
ment first and then be questioned? 

Mr. Siskrnp. It really makes no difference, Mr. Chairman, as long 
as I read the whole statement. 

Senator Hory. You will have an opportunity of reading the whole 
statement. 

Mr. Sisx1np. I prefer to read it all at once, and get it over with. 

Senator Horry. All right. You may do that, and then following 
that you will be questioned. 

You may proceed with reading your statement. 

Mr. Siskinp. My name is Max Siskind. I am an attorney at law 
with offices at 521 Fifth Avenue, New York City, and at 1029 Vermont 
Avenue NW., Washington, D. C. 

There has been testimony before this committee concerning my re- 
lationship with the American Lithofold Corp., and concerning my 
connections with William M. Boyle, Jr., both before and after he sus- 
pended the practice of law in April of 1949 and became the full-time 
executive vice chairman of the Democratic National Committee on a 
salaried basis. 

I am glad to have this opportunity to testify concerning these mat- 
ters, and my client, the American Lithofold Corp., has given me per- 
mission to testify concerning my relations with that corporation. 

I would like to give this ‘committee the facts conc erning my rela- 
tionship with American Lithofold and also the facts about my agree- 
ment with Mr. Boyle when he decided to suspend the practice of law. 

After Mr. Boyle’s retirement from the practice of law I was re- 
tained by American Lithofold as its Washington counsel. I am now 
so retained. Prior to that time Mr. Boyle had served br iefly as Wash- 
ington counsel for the corporation. I have been available for gen- 
eral legal consultation and have been consulted occasionally by Amer- 
ican Lithofold on legal problems. American Lithofold Corp., how- 
ever, has never requested me to represent it in any court cases or to 
appear on its behalf before any Federal agency. 

The corpor: ation did not ask me to do anything in connection with 
its RFC loan applications at any time. I did not know that the com- 
pany had received any RFC loans nor had even applied for loans un- 
til IT read about them in newspapers this summer. 

The company has never asked me to solicit Government business, 
or to seek to maintain or increase Government business, and I have 
done nothing whatsoever in connection with the procurement of Gov- 
ernment business. 

As previous testimony shows, I have been paid a retainer fee of 
$500 a month by the American Lithofold Corp. Mr. Boyle, with 
whom I was formerly associated in the practice of law, has not par- 
ticipated in the retainer fees I have received from American Litho- 
fold Corp. He has not, to my knowledge, participated in any legal 
activity on its behalf since he suspended the praceice of law and I 
became the Washington counsel for American Lithofold. 

As to my relations with Mr. Boyle in my practice of law, the facts 
are these: 
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On April 20, 1949, Mr. Boyle decided to cease the practice of law 
and become the full-time salaried executive vice chairman of the 
Democratic National Committee. Prior to that date, Mr. Boyle was 
engaged in the practice of law, with offices at 1029 Vermont Avenue 
NW. He practiced individually. I was never his law partner. I 
shared offices with Mr. Boyle and participated with Mr. Boyle in a 
number of cases. Upon Mr. Boyle’s decision to leave the practice of 
law, some disposition had to be made of his financial interest in his 
practice. The problem then arose of computing such interest and 
arranging to liquidate it. 

There were six cases which had been fully completed, upon which 
an amount was due for past services rendered. The remaining cases 
were in various stages of completion. It was the considered judg- 
ment of both Mr. Boyle and myself that the fees due on the completed 
vases amounted to $56,000, approximately. The unfinished cases, it 
was determined, had a prospective fee value of $354,000, making a 
total of $410,000. This sum, of course, represented an estimate by 
Mr. Boyle and myself. It was the judgment of Mr. Boyle and myself 
that the sum of $150,000 would fairly compensate Mr. Boyle for 
his interest in these cases. 

American Lithofold was not included in this agreement. 

Since May 1949 I have paid to Mr. Boyle approximately $99,000, 
which represents term payments on account of the indebtedness of 
$150,000. About $50,000 is still due on this account. 

To summarize : 

I have represented the American Lithofold Corp. as Washington 
counsel. I have not participated in any of its RFC affairs, nor have 
I ever assisted it in any way in getting, maintaining, or increasing 
Government business. . 

I have taken over a part of the law practice formerly conducted by 
Mr. Boyle, and I have entered into an agreement to compensate him 
for his interest in that practice. Under this agreement, I have paid 
Mr. Boyle approximately $99,000 of a total obligation of $150,000 
due him. 

Finally, since Mr. Boyle suspended the practice of law on April 
20, 1949, he has taken no part in any legal matter in which I have 
been engaged. 

Now, if I may, Mr. Chairman, give my personal history at this 
time, then we can proceed. Perhaps I should have done that before. 

Senator Horry. I was going to ask about that, to get that in the 
record. 

Mr. Stskrnp. I was born on May 24, 1905, in New York, N. Y. 

I received the degree of LL. B. from the St. Lawrence University, 
Brooklyn, law school division, in June of 1926. 

On December 6, 1927, some 24 years ago, | was admitted to practice 
before the appellate division of the Supreme Court of the State of 
New York, in the second judicial district. 

On December 11, 1929, I was admitted in the United States District 
Court forthe Eastern District of New York. 

I was also admitted to practice in the United States Court, South- 
ern District of New York. 

In addition to those New York courts, I am admitted to practice 
in the Court of Claims. I am admitted to practice before the United 
States Supreme Court, the Treasury Department, Interstate Com- 
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merce Commission, State Department. I am a sustaining member of 
the Association of the Bar of the City of New York. 

I ama member of the practitioners of the Interstate Commerce Com- 
mission practitioners, and also a member of the eee Bar Asso- 
ciation. And, in addition, other courts which I do not think are 
important at this time. 

Senator Hory. Mr. Siskind, when did you begin the practice of law 
in Washington ? 

Mr. Siskinp. I would say that started about 1938, sir. 

Senator Hory. Have you been located in Washington since that 
time ? 

Mr. Siskrnp. I have had no Washington office as such until the early 
part of 1945. 

Senator Hory. During the period from 1938 to 1945, were you prac- 
ticing in Washington and New York both, or did you confine it to 
Washington—what was your situation there / 

Mr. Siskinp. I have always been practicing in both places, sir, as 
a practicing attorney. However, prior to 1945, the amount of Wash- 
ington law business I had which, of course, I think increased gradu- 
ally, did not require the maintenance of an office and I would be here 
about 1 or 2 days a week. 

Senator Horny. All right. Now, since 1945, what has been your 
association in the law practice in Washington ? 

Mr. Siskin. Since 1945 I have been associated with Mr. Boyle in 
his law offices at 10229 Vermont Avenue NW. Up to the time of April 
20, 1949, when he suspended his practice of law to go to the—to take 
a full- time salaried job at the Democratic National Committee. 

Senator Hory. You had just stated, Mr. Siskind, about your asso- 
ciation with Mr. Boyle. Was that a partnership or just what was the 
association ¢ 

Mr. Siskinp. That was never a partnership, contrary to what I have 
been reading. It was an association where he asked me to join in the 
handling of certain legal matters with him, and I might add that I 
also called him in to handle certain legal matters of my own. 

Senator Hoey. All right. Is that ‘the condition that existed from 
the time in 1945 when you went into his oflice until you made this 
separation when he withdrew from the practice ? 

Mr. Siskinp. That is correct, sir. 

Senator Hory. Now, in the handling of matters did you make a 
division of fees on these matters prior to that time, or just how did 
you arrange that ? 

Mr. Siskrnp. It was always on a partition basis, as I recall. 

Senator Horry. Allright. Well, now, you state that on February— 
what date do you say in | April—what date did you give that you pur- 
chased his practice, took it over ? 

Mr. Siskinp. Well, I cannot state a specific date, but I would say 
it was approximately immediately after April 21, 1949. 

Senator Horry. All right. Just what was the ‘agr eement you made 
with Mr. Boyle in April 1949 with reference to the cases or matters 
then pending in his office ¢ 

Mr. Siskinp. At that time there were 25 cases pending in that office, 
some of which we, I would say every one except one, we already had 
been associated together with, either on a forwarding basis or parti- 
tion basis or association basis, except for one matter. 
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When he made the decision to leave, it presented to us a rather 
serious problem in that I had never experienced anything like that 
before, nor had he, and, strange to say, not many lawyers had either, 
and I did some inquiring around as to how such a matter should be 
handled in the light of sort of entering into a position of quasi-public 
obligations and his desire not to be connected with that practice of 
law in the future. And I ascertained that the best way to handle 
such a matter was to compute his interest. 

In computing his interest, of course, there were many factors taken 
into consideration, and at the best I'd say it was a guess in some of 
the instances because no one knows how much would come out of a 
certain case on a contingency basis and other matters that just could 
not be determined at that time except for six cases which have been 
completed. We knew the amounts involved so far as fees were con- 
cerned and it was his intention to assign those accounts to me as they 
were. 

We then decided, after estimating these various values which, as 
I have stated before, amounted to approximately $410,000, to get 
some leeway, although I will admit it was a question of some nego- 
tiation, a little give and take. And we finally agreed on $150,000 as 
the amount of his interest in that law practice in that office at that 
time, which liens and interests he had which were being assigned to 
me as an outright sale. 

Since that time I have paid to him approximately $99,000—I think 
it is some $900 more—Mr. Bellino has the figures—leaving a balance 
of approximately $50,000 due. 

I might add that it was Mr. Boyle’s intention and definitely under- 
stood by both of us that he would not recommend any law business 
from the national committee, nor would I expect to take any law 
business from the national committee, so that there would be no ques- 
tion about, well, let us say the questions that are now arising and being 
printed in the press. 

And 1 just went it alone. Asa matter of fact, he canceled the lease 
and I signed a new lease. I have a copy of the new lease signed here, 
May 3, 1949. 

His name was taken off the door. Compensation insurance changed ; 
put it in my name, 

I undertook to pay the salaries of the people in the office and the 
contracts with the lawyers working for us. And I do not believe 
that Mr. Boyle has been in that office but twice since May of 1949, 
and on those two occasions, as I reeall, it was because he had an ap- 
pointment with his dentist on the floor below and stopped in to say, 
“Hello.” 

Senator Hory. Well, now, Mr. Siskind, you have mentioned about 
these 25 cases. What happened with reference to the retainership in 
American Lithofold Co. ¢ 

Mr. Siskrnp. I did not know at that time and we did not discuss 
retainership or a file or a case named American Lithofold Corp. at 
the time of our agreement. 

Senator Hory. All right. What happened with reference to that ? 

Mr. Sisxinp. I believe it was shortly after he left—I am just guess- 
ing at the date, and I would imagine that either a few days after M: ay 1 
when Mr. Green came to me and said he had a client for me. 






























782 


INFLUENCE IN GOVERNMENT PROCUREMENT 


































Senator Hozy. What Green, Cecil Green? Ti M 
Mr. Siskrnp. That is Cecil Green that has been mentioned before. you 
Senator Nixon. I did not get that time; a few days after May 1, did S 
you say? reta 
Mr. Sisxinp. I have no definite recollection of the time. I would and 
place it a few days after May 1. tint 
Senator Nixon. Prior to that time you had no conversations with It W 
Mr. Green regarding this particular matter ¢ Boy 
Mr. Sisxinp. I do not believe so. It could have been possible. I Lit! 
cannot give you a definite time. I have no record of the talk. And Cor 
I have no present recollection of what happened 214 years ago. I am the 
just trying to place the time. Bo) 
It could have been a few days before. he | 
Senator Horry. All right. What transpired? Ing 
Mr. Siskinp. Mr. Green told me about this client. I inquired briefly mn 
as to what my legal services would be. And at that time he said it } 
would not be much, unless something came up later, ard mentioned . 
to me that the only pending matter he knew about was some claims } 
against the Government for discounts on goods sold to the Govern- . 
ment where the Government had deducted a discount, and I think unt 
he said that we might have to go into the Court of Claims. 
Senator Hory. All right. What retainer did he suggest? tel 
Mr. Siskinp. He gave me the amount—he sort of bragged a little . 
about it that he was able to do a friend a good turn and said that 
I would receive $500 a month. ; 
Senator Hory. All right. At that time did he tell you that Mr. It 
Boyle had been previously employed ? A 
Mr. Sisxrnp. Yes, sir; I believe so. I am not sure, though. it, 
Senator Nrxon. When was that when you first learned that? , 
Mr. Sisxrnp. I could not state positively, but it was just around : 
that time. the 
Senator Nixon. Mr. Boyle never mentioned the fact that he had m« 
been, getting $500 a month ? on 
Mr. Sisxrnp. That fact I am positive in discussing the cases and r’ 
setting a valuation, he did not mention American Lithofold Corp. to Ce 
me, and they are not one of the cases that I sort of added up 
and estimated the value. co 
Senator McCarruy. Have you any idea—pardon me—have you any if 
idea why he charged you for the other clients of his but this very 
profitable client, the American Lithofold, did not charge you anything fa 
for that at all—any idea why he gave you that one gratis? 
Mr. Sisxinp. I do not understand your question, sir. 
Senator McCarrny. You say that he charged you for all of the ti 
other clients that he had. You paid him $150,000—were to pay him 
$150,000. Did he just throw in the Lithofold case? Why is it that bi 
he did not charge you for that client? re 
Mr. Sisxrnp. I do not believe that you have the facts straight, sir. ca 
Senator McCarruy. That is what we are trying to do, to get them bi 
straight, and I think we will before we are through here. 
Mr. Siskrnp. That is what I am here for, sir. Ww 
Senator Hory. Proceeding with this, Mr. Siskind I 





Senator McCarrny. May I get an answer to that question? May I 
get an answer to that? Do you know why—— 
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Mr. Siskinp. Why, certainly, that is not a correct fact, sir, that 
you are stating in your question. 

Senator McCarruy. All right, let us see. Boyle had a $500 a month 
retainer from the American Lithofold, right? When he left the office 
and went on to the National Committee the $500 retainer fee was con- 
tinued. In fact, the evidence that has been introduced so far showed 
it was referred to as a Boyle account. Instead of being paid to Mr. 
Boyle it was paid to you. The first check showed that the American 
Lithofold did not even have your name so that they could spell it 
correctly. They made out the checks to Sam Siscon and you cashed 
the checks, due to the fact that you had a continuing retainer before 
Boyle left the office. After he left the office I am curious to know why 
he charged you for all of these other accounts but charged you noth- 
ing for this Lithofold account upon which you collected considerably 
in excess of $10,000, $16,000-——— 

Mr. Siskinp. Is that all? 

Senator McCarruy. Fourteen thousand dollars. 

Mr. Siskinp. Is that all a question, sir? 

Senator McCarrny. That is all a question. You area lawyer. You 
understand it. Do not be coy with me. 

Mr. Sisk1np. I am not trying to be coy, sir, but if you want me to 
tell you the facts you will have to ask me some questions. 

Senator Nixon, Answer the question. 

Senator McCarruy. I will repeat that question for you. 

Mr. Siskrnp. | absolutely cannot answer that question in the form 
it is put, sir. 

Senator McCartuy. We will break it up—no, no, you cannot answer 
it, we will ask you a question that you can answer. 

Mr. Sisxinp. That is right, sir. 

Senator McCarrnuy. My question is this: In view of the fact that 
the American Lithofold was a continuing account, paying $500 a 
month to Boyle who had offices with you, after he left the $500 pay- 
ments were continued. They were not made then to you or to Boyle. 
They were made to Sam Siscon, sent to your office, which checks you 
cashed. I assume, banked in your account. 

Can you tell us now why Boyle charged you nothing for that ac- 
count, a very valuable account, upon which you have collected $14,000, 
if you know ¢ 

Mr. Siskrnp, I must answer to that question that you are assuming 
facts that are not so. 

Senator McCarruy. Which facts are not so? 

Mr. Sisxrnp. The first fact you mentioned that that was a con- 
tinuing retainer from Boyle to myself. 

Senator McCarruy. Well, let us ask you this. Was there ever a 
break in the $500 per month payment, either that you or Mr. Boyle 
received $500 a month from the time the contract with Boyle—you can 

call it a contract—commenced—am I correct in this, was there ever a 
coe a single day’s break? 

Mr. Siskrnp. I cannot assume to answer that particular question 
unless I have some more facts. I do not know what happened before 
I was retained, sir. 

Senator Nixon. I have before me the checks. 

Senator McCarruy. Let me ask him just this further question. 
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Senator Horry. What Green, Cecil Green? F 
Mr. Sisxrnpv. That is Cecil Green that has been mentioned before. 
Senator Nixon. I did not get that time; a few days after May 1, did 
you say? 

Mr. Sisxinp. I have no definite recollection of the time. I would 
place it a few days after May 1. 

Senator Nixon. Prior to that time you had no conversations with 
Mr. Green regarding this particular matter ? 

Mr. Sisxrnp. I do not believe so. It could have been possible. I 

-annot give you a definite time. I have no record of the talk. And 
I have no present recollection of what happened 214 years ago. I am 
just trying to place the time. 

It could have been a few days before. 

Senator Hory. All right. What transpired ? 

Mr. Sisxrnp. Mr. Green told me about this client. I inquired briefly 
as to what my legal services would be. And at that time he said it 
would not be much, unless something came up later, ard mentioned 
to me that the only pending matter he knew about was some claims 
against the Government for discounts on goods sold to the Govern- 
ment where the Government had deducted a discount, and I think 
he said that we might have to go into the Court of Claims. 

Senator Hory. All right. What retainer did he suggest? 

Mr. Siskinp. He gave me the amount—he sort of bragged a little 
about it that he was able to do a friend a good turn and said that 
I would receive $500 a month. 

Senator Hory. All right. At that time did he tell you that Mr. 
Boyle had been previously employed ? 

Mr. Sisxrnp. Yes, sir; I believe so. I am not sure, though. 

Senator Nrxon. When was that when you first learned that? 

Mr. Siskinp. I could not state positively, but it was just around 
that time. 

Senator Nixon. Mr. Boyle never mentioned the fact that he had 
been getting $500 a month ? 

Mr. Siskrnp. That fact I am positive in discussing the cases and 
setting a valuation, he did not mention American Lithofold Corp. to 
me, and they are not one of the cases that I sort of added up 
and estimated the value. 

Senator McCarruy. Have you any idea—pardon me—have you any 
idea why he charged you for the other clients of his but. this very 
profitable client, the American Lithofold, did not char ge you anything 
for that at all—any idea why he gave you that one gratis? 

Mr. Siskinp. I do not understand \ your question, sir. 

Senator McCarrny, You say that he charged you for all of the 
other clients that he had. You paid him $150,000—were to pay him 
$150,000. Did he just throw in the Lithofold case? Why is it that 
he did not charge you for that client ? 

Mr. Sisxrnp. I do not believe that you have the facts straight, sir. 

Senator McCarruy. That is what we are trying to do, to get them 
straight, and I think we will before we are through here. 

Mr. Stskrnp. That is what I am here for, sir. 

Senator Hory. Proceeding with this, Mr. Siskind 

Senator McCarruy. May I get an answer to that question? May I 
get an answer to that? Do you know why 
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Mr. Sisxinp. Why, certainly, that is not a correct fact, sir, that 
you are stating in your question. 

Senator McCarrny. All right, let us see. Boyle had a $500 a month 
retainer from the American Lithofold, right ¢ Ww hen he left the office 
and went on to the National Committee the $500 retainer fee was con- 
tinued. In fact, the evidence that has been ‘introduc ed so far showed 
it was referred to as a Boyle account. Instead of being paid to Mr. 
Boyle it was paid to you. The first check showed that the American 
Lithofold did not even have your name so that they could spell it 
correctly. They made out the checks to Sam Siscon and you cashed 
the checks, due to the fact that you had a continuing retainer before 
Boyle left the office. After he left the office I am curious to know why 
he charged you for all of these other accounts but charged you noth- 
ing for this Lithofold account upon which you collected considerably 
in excess of $10,000, $16,000-—— 

Mr. Siskin. Is that all? 

Senator McCarruy. Fourteen thousand dollars. 

Mr. Siskinp. Is that all a question, sir? 

Senator McCarruy. That is all a question. You area lawyer. You 
understand it. Do not be coy with me. 

Mr. Sisxrnp. I am not trying to be coy, sir, but if you want me to 
tell you the facts you will have to ask me some questions. 

Senator Nixon, Answer the question. 

Senator McCarruy. | will repeat that question for you. 

Mr. Siskinp. | absolutely cannot answer that question in the form 
it is put, sir. 

Senator McCartny. We will break it up—no, no, you cannot answer 
it, we will ask you a question that you can answer. 

Mr. Siskinp. That is right, sir. 

Senator MoCartuy. My question is this: In view of the fact that 
the American Lithofold was a continuing account, paying $500 a 
month to Boyle who had offices with you, after he left the $500 pay- 
ments were continued. They were not made then to you or to Boyle. 
They were made to Sam Siscon, sent to your office, which checks you 
cashed. I assume, banked in your account. 

Can you tell us now why Boyle charged you nothing for that ac- 
count, a very valuable account, upon which you have collected $14,000, 
if you know ¢ 

Mr. Siskrnp. I must answer to that question that you are assuming 
facts that are not so. 

Senator McCarrny. Which facts are not so? 

Mr. Siskrnp. The first fact you mentioned that that was a con- 
tinuing retainer from Boyle to myself. 

Senator McCarruy. Well, let us ask you this. Was there ever a 
break in the $500 per month payment, either that you or Mr. Boyle 
received $500 a month from the time the contract with Boyle—you can 
call it a contract—commenced—am I correct in this, was there ever a 
break, a single day’s break ? 

Mr. Siskrnp. I cannot assume to answer that particular question 
unless I have some more facts. I do not know what happened before 
I was retained, sir. 

Senator Nrxon. I have before me the checks. 

Senator McCarruy. Let me ask him just this further question. 
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You do not know what happened before you took over that account ? 

Mr. Siskinp. That is right, sir. 

Senator McCarruy. You do not know how much Boyle received? 

Mr. Sisxrnp. That is correct, sir. 

Senator McCarruy. Do you know that Boyle was on the payroll 
at the rate of $500 a month? 

Mr. Sisx1np. I do not know other than what I have heard in the 
testimony here. 

Senator McCarruy. Do you know now that Boyle was on the pay 
roll at $500 a month? 

Mr. Sisxrnp. I would say that is correct. 

Senator McCarruy. You never knew it before this testimony was 
made public; is that right? 

Mr. Siskinp. That is not correct, sir. 

Senator McCarruy. What did you know about the Boyle account 
with Lithofold ? 

Mr. Sisxrnv. I know approximately May 1—and then again I do 
not remember the date—that he had been their counsel prior to that 
time on a retainer basis. 

Senator McCarruy. Did you know what he was getting / 

Mr. Sisxrinv. My recollection is that Mr. Green told me it was a 
similar amount. 

Senator McCarruy. In other words, you knew that Boyle was get- 
ting the same as you were getting, i 500 a month ¢ 

Mr. Siskin. That is correct. sir. 

Senator McCarrnuy. And you knew when the payments to Boyle 
ceased the payments to Siskind started, except that they did not have 
your name correct for the first couple of months ? 

Mr. Stsxinp. I cannot say that I knew that at that time. 

Senator McCartuy. You did or did not? 

Mr. Stsxinp. I cannot say that I knew that at that time. 

Senator McCarruy. Do you know it now—let me make a sugges- 
tion, Mr. Siskind. You are a very important witness in this case. I 
think that all of the members of this committee intend to get all of the 
facts from you before you leave the stand. So if you answer up 
frankly and freely you will spend much less time with us. 

Mr. Siskinp. Senator, assure me, I am just—let me assure you I am 
just as anxious ‘as you are to clear up a lot of facts, particularly the 
testimony that I was supposed to testify 3 days ahead of time that 
came out in the Monday newspapers. 

Senator McCarruy. Will you clear up this? 

Mr. Siskinp. Let me assure of that one point, and I want to tell you 
another point, that I had nothing to do with the American Lithofold 
account prior to the time that Mr. Green spoke to me and said he 
had got me a client. 

Senator McCarruy. Will you answer this question? Do you now 
know that the Lithofold account was a continuing account ; that there 
was never a single day’s break in that contract; that Boyle received 
payment up to a certain date; that immediately you start to receive 
payments / 

Mr. Stskinp. I do not know all of those facts. 

Senator McCartruy. You do not know that—you do not know that ? 

Mr. Siskrnp. That is correct, sir. 
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Senator McCarruy. Mr. Nixon, you have some checks that you re- 
ferred to. 

Senator Nrxon. I think that the chairman should go ahead. I will 
yield the questioning. ; 

Senator Hory. Following the time that Mr. Green spoke to you 
about this employment by Lithofold did you receive a check from 
Mr. Boyle for $250 that had been sent to him and that you endorsed ? 

Mr. Siskinp. Well, I cannot recollect from whom I received the 
check, sir, but I did receive the sixth check that has been mentioned 
here, the April 30 check, endorsed by Mr. Boyle, I believe. 1 received 
it from Mr. Green as the first payment of my retainer. 

Senator Hory. All right. Now since that time you have been re- 
ceiving this regular retainer of $500 a month ¢ 

Mr. Sisxinp. That is correct, sir. 

Senator Hory. And you still receive that retainer ¢ 

Mr. Siskinp. That is correct, sir, 

Senator Hory. And that approximates something like $14,000 that 
you have received ¢ 

Mr. Siskinp. That is correct, sir. I have not added the figures, 
but they have not missed a payment since then. 

Senator Hory. Coming back to these other claims and cases, now 
you say this particular one was not included in the transfers made to 
vou by Mr. Boyle? 

Mr. Siskinp. That is correct, sir. 

Senator Hory. And that your employment in this matter came 
through Mr. Green ¢ 

Mr. Stskinp. That is correct, sir. 

Senator Hory. From the Lithofold Co. / 

Mr. Stskinp. That is right, sir. 

Senator McCarruy. I hate to encroach upon the Chair’s time, be- 
cause I think it would be better to let the Chair proceed uninterrupted, 
but at times I would like to clear things up. 

At this time I would like to show the witness a check to refresh 
his memory upon the question I just asked him. 

You tell me you knew nothing about Boyle’s previous employment 
with the company. Now I show you a check in the amount of $250 
made out to William Boyle, endorsed over by William Boyle to you. 

Does that refresh your recollection / 

Mr. Siskinp. Again I say, sir, that either I did not make myself 
clear or some misunderstanding. I said I did not know that Boyle 
had the American Lithofold account prior to the time of the talk 
with Mr. Green, as | recollect it, who turned over this check with Mr. 
Boyle’s endorsement. 

Senator McC.Let.ian. In order to get this so that we can understand 
it, give us the date of that check—give us the date of the check. 

Mr. Siskinp. The check is dated April 30, and I believe it was de- 
yosited in my account—Mr. Bellino has the exact date—was that 
May 23? 

Mr. Betiino. May 23. 

Mr. Stskinp. May 23. 

Senator McCievitan. May 237 
Mr. Sisxinp. That is correct. 
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Senator McCietian. Do you know at what time you received it in- 
between the date of the check and May 23? 

Mr. Stskrnp. I have no sensibiatlite, but it was sometime between 
the the 1st and the 15th, is my best guess. I am only guessing at that, 
sir, but, Senator, if I have not made myself clear, that was the first 
time that I knew Boyle had had the American Lithofold account. 
Now if I have stated otherwise prior to this time, I want to make 
myself clear. 

Senator McCarruy. Let me ask you this: The question is whether 
you knew this was a continuing account, that you were receiving the 
same fees that Boyle received, that there was never a day’s break in the 
account. Do you profess no knowledge on that particular point ? 
Now we have refreshed your recollection with a check in the amount 
of $250, the same size as the checks that you got, the first one made out 
to Sam Sisson; the next one to Sam Siskind; the next one to Sam Sis- 
kind, and the next one finally in your name as Max Siskind, the 
amounts the same, twice a month. Do you still want to tell us that you 
did not know that. Boyle had the same type of arrangement with 
American Lithofold that you had and the same fee, and a continu- 
ing contract ? 

Mr. Sisxinp. I cannot answer that question, because I believe you 
are assuming facts that are not so. I did not know whether that 
was a continuing account. And, if you are trying to put words in 
my answer, I cannot help it, Senator. Now, if you will ask me a ques- 
tion, I will answer it. 

I did not know that was a continuing account, and there was some- 
thing said further on toward the end I do not think is a fact. 

Senator McCarrnuy. Let me ask you this one: What did you 
think you were being paid for when you got the second $250, this 
check made out to Boyle endorsed by you—wh: at were you being paid 
for? 

Mr. Stskinp. I was being paid for the retainer of my law office. 

Senator McCarrny. All “right. 

Mr. Stsxinp. To hold that office available for the consultation, ad- 
vice, and representation of the American Lithofold Corp. for a 
specified period. Now, it could have been 30 days, if they paid me, and 
so forth. And my office then, and my lawyers, and my staff of lawyers 
was available for them should they require it. 

Senator Nrxon. Why did you think the check was made out to 
Boyle? 

Mr. Stsk1np. Is that the same question ? 

Senator Nixon. You know which question it is. Why was the 
check made out to Boyle? You endorsed the check. It is a very clear 
question. Why did you think the check was made out to Boyle? 

Mr. Stsxrnp. I am not in a position to answer why the check was 
made out to Mr. Boyle. But I can tell you what I think. 

Senator Nrxon. Mr. Siskind, you raised the point that you did not 
know whether it was a continuing account. You even said that you 
did not even know that Boyle represented this firm. 

Mr. Stsxinp. That isa fact,sir. And there is nothing in the record 
to dispute that. 

Senator Nixon. All right. Now let us see what you did say then. 
Did you know it was a continuing account ? 
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Mr. Sisxrnp. I did not know that, sir. 

Senator Nrxon. All right. Then why did you think this check was 
made out to Boyle? I mean, that indicated certainly to you that it 
was a continuing account; did it not? 

Mr. Stskinp. I cannot assume that fact. I have to know all of the 
facts. 

Senator Nrxon. Oh, I see. 

Mr. Sisktnp. When you try or, rather 

Senator Nixon. Let me ask you this: Name one other instance in 
your law practice similar to this one where a check was made out to 
an attorney of another name for a retainer that was to continue with 
you ? 

Mr. Siskrnpb. Well, as a matter of fact, I want to answer it. Senator, 
it is the law that you cannot sell—at least, it is accepted as ethical 
that you cannot sell—a retainer for personal services. I did not 
know—or, rather, Mr. Boyle did not know—whether American Litho- 
fold Corp. wanted to hire a lawyer by the name of Max Siskind. You 
cannot sell a retainer. That is personal between the attorney and 
client. 

Senator Nrxon. Let us get back to the question. The question was, 
you got a check for $250, dated April 30, made out to William Boyle: 
you deposited it to your account. Did that not put you on knowledge 
to the fact that Boyle previously had the same ace ount ? 

Mr. Siskrnp. That is correct, sir. But not a continuing account. 
That is the only fact. 

Senator Nixon. What do you think they were paying the $250 to 
him for? 

Mr. Sisxrnp. The same thing they were paying it to me for, I assume. 

Senator Nixon. For a retainer, of course. Now you have answered 
it. Then it was a continuing account, you knew it all along. 

Mr. Siskrnp. On that point, 1 cannot go along with you, Senator. 

Senator Nixon. The record will speak for itself, Mr. Siskind. I do 
not need to amplify it. 

Mr. Sisxrnp. I understand. I cannot say it was a continuing. 

Senator Nixon. You do not need to say anything. The record 
very clear on that point. 

Mr. Sisxrnp. As a witness, I am entitled to answer some questions; 
am I not? 

Senator Nixon. You certainly are. Go ahead. 

Mr. Stsxinp. I have not—— 

Senator Nixon. How would you change the record now? In what 
way can you comment upon the record to show that this was not a 
continuing account which you knew by reason of the fact that you en- 
dorsed one of Boyle’s checks to you? 

Mr. Sisxrnv. I am not looking to change the record, sir. 

Senator Nrxon. I am not suggesting that you do. 

Mr. Stsxrnp. I believe I have testified that I did not know it was 
a continuing account. If you want me to say, as I have aready said, I 
knew Mr. Boyle at that time was their previous counsel, which I did 
not know at the time we computed these cases, that happens to be : 
fact, but I cannot say whether it was a continuing account. If the 
record says anything on that point, I think I am entitled to clear it up. 

Senator Hory. I think the record is clear about the matter. 









































































































































































































































788 INFLUENCE IN GOVERNMENT PROCUREMENT 





Mr. Bellino, I believe, checked payments that you made to Mr. 
Boyle on this division of fees on the business which you were to take 
over from him? 

Mr. Siskrnp. That is correct, sir. 

Senator Horry. Mr. Bellino, will you come around, please. 

At this point, I want to put in the record these payments made by 
Mr. Siskind to Mr. Boyle in furtherance of the contract which he 
made. And Mr. Bellino, if you will, give those dates and the amounts. 

I believe you made a check of the checks that were issued, and so 
forth? 

Mr. Stsxrnp. I was not paying attention. 

Senator Hory. I am asking Mr. Bellino now. 

Mr. Siskinp. He has a complete 1 record. 

Senator Hory. You go ahead and give for the record a list of the 
checks and amounts paid by Mr. Siskind to Mr. Boyle since the transfer 
of these cases to Mr. Siskind. 

Mr. Betirno. Mr. Chairman, I have examined Mr. Siskind’s rec- 
ords, which consisted principally of a cash checkbook and his can- 
celed checks and bank statements, together with work sheets that he 
would prepare at the end of each year, in order to summarize the 
information and make up his income-tax return. 

I have examined all of the canceled checks and listed the payments 
made to William M. Boyle, Jr., starting with May 1, 1949. 

Senator Hory. Will you give those for the record? 

Senator Nrxon. Just a moment. At that point, did you say that 
you had examined Mr. Siskind’s income-tax returns ¢ 

Senator Hory. I will say, Senator, that they have now been sub- 
mitted to the staff for examination. 

Senator Nixon. The income-tax returns have been submitted ? 

Senator Hory. Yes. 

Mr. Betirno. I might add, on that score, I have the income-tax 
returns here. 

Senator McCietian. May I understand; that was not quite clear— 
you have both Mr. Siskind’s and Mr. Boyle’s income-tax returns now / 

Mr. Betirno. No; Mr. Siskind’s only. 

Senator McCLetian. Mr. Siskind’s only ? 

Mr. Beturno. Yes. 

Senator Nixon. Have you requested Mr. Boyle to turn over his in- 
come-tax returns as well? 

Mr. Betirno. Mr. Flanagan did. 

Senator Nixon. Have you requested him to turn over his income- 
tax returns‘ 

Mr. Fuanacan. Yes; we have made that request. 

Senator Nrxon. What has been the answer to the request / 

Mr. Fuanacan. We have not received a final answer as yet. 

Senator Nixon. Have you received any answer / 

Mr. Fuanacan. The only answer received is that they were con- 
sidering the matter. 

Mr. Bettrno. Payments made to Mr. Boyle, starting May 1, 1949. 
First payment, May 27, $3,000. 

June 23, $5,000. 

July 29, $3,000. 

September 6, $3,500. 

October 31, $2,000. 
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December 7, $5,000. 

December 29, $3,000. 

Total for the year 1949, $24,500. 

In 1950—— 

Senator McCarruy. Before you leave 1949, let me ask you this: 
By checking the income-tax returns of Mr. Siskind’s books, could you 
identify the source of the various checks that appeared in this gen- 
eral bank account ? 

Mr. Betitrno. You mean the source of receipts by Max Siskind / 

Senator McCarruy. In other words, when the check was made for 

$3,000, made by Siskind to Boyle, was there any way of knowing 
whether that came from a specific case that Siskind had completed 
from a particular client that he had, or could you in any way trace 
the fund—do you follow me, Mr. Bellino ? 

Mr. Betiino. There were receipts from these various accounts which 
had been agreed to have been sold to Mr. Siskind, but we did not ana- 
lyze them and compare the receipts with the payments to Boyle. 

Senator McCarruy. In other words, let me put it this way: When 
this first $3,000 payment was made, do you know which of Siskind’s 
particular chents had paid that money in to Siskind 

Mr. Beturno. No, sir. 

Senator McCarrny. Could you get that information by examining 
the books further ¢ 

Mr. Betiino. You can if you know the names of the clients, but 
we did not know the names of the clients. 

Senator McCarruy. So that you could not do that—you cannot do 
that until you get the names of the particular clients / 

Mr. Betirno. Yes, sir. 

Senator Nixon. Let me ask a question in another way and we may 
get at the same results. How were the payments to Mr. Boyle han- 
dled on Mr. Siskind’s income-tax returns! Did he handle that as a 
purchase and there treat it as capital and depreciate it as he would 
have if it had been an actual sale, or did he deduct the total amount 
paid to Mr. Boyle as he would if he were still treating him as a 
partner ¢ 

Mr. Beturno. I notice the income-tax returns that were turned 
over this morning include the payments to Boyle as forwarding fees 
and, therefore, deducted from the gross income. 

Senator Nrxon. In other words, Mr. Siskind—this is very import- 
ant—in other words, Mr. Siskind treated the payments to Boyle on 
his income-tax return as forwarding fees and deducted the total 
amount paid to Mr. Boyle from his income tax ? 

Mr. Beiiino. Yes, sir. 

Senator Nixon. Mr. Siskind paid no income tax on that ? 

Mr. Betiino. That is correct. 

Senator Nixon. He did not treat it—you are an accountant, of 
course ¢ : 

Mr. Beturno. Yes. 

Senator Nixon. He did not treat it as capital which he had acquired 
by purchase, in other words? 

Mr. Beturno. In that connection, Senator, there is a question in my 
mind as to whether it would make any difference if Mr. Boyle, on 
the other hand, treats it as income, taxwise. 
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Senator Nrxon. It makes no difference from the amount that you 
get from the Internal Revenue Bureau, but it makes a great deal of 
difference insofar as the nature of this transaction is concerned, a 
great deal of difference, because Mr. Siskind, from the standpoint of 
his own income, could have treated it as an acquisition of capital and 
depreciated it over a period of years, but he treated it as forwarding 
fees; in other words, which is the typical way that a lawyer handles a 
matter where one lawyer sends business to another one. Is that 
right? 

Mr. Betirno. It was the simplest way to handle it in this par- 
ticular case. 

Senator Nixon. That is right; but, in other words, he treated this 
on his income-tax return as a forwarding fee which among lawyers 
is the way one lawyer handles the matter where a case has been 
referred to him by another lawyer. 

Mr. Betuino. Yes, sir. 

Senator Hory. Proceed, Mr. Bellino. 

Mr. Beturno. In 1950, January 30, $9,000. 

February 28, $6,000. 

May 25, $2,000. 

June 2, $2,500. 

July 10, $4,500. 

July 27, $12,000. 

August 31, $6,000. 

October 3, $4,500. 

November 30, $7,500. 

December 29, $1,500. 

Total in 1950, $55,500. 

In 1951, January 18, $1,275.05. 

Senator McCarrnuy. I did not get the last one. 

Mr. Betiino. $1,275. March 29—— 

Senator McCarrny. What date was that ? 

Mr. Betiino. January 18. 

Senator McCarry. $1,275.05? 

Mr. Beturno. Yes. 

Senator McCarruy. March 29—hold it. Rather unusual payment, 
merely paying off $150,000 purchase price. Did you trace that item 
back to see where it came from 4 

Mr. Betirno. I might explain that, Senator. 

Senator McCartruy. Would you, please? 

Mr. Beiiino. These are payments made direct to William M. Boyle, 
Jr., or for his account. So this $1,275.05 has to do with an oil-well 
investment which has been made by Mr. Siskind on behalf of Mr. 
Boyle. 

Senator McCarrny. I see. 

Mr. Beturno. There has also been a $3,000 investment that was 
July 29 payment, and there was-— 

Senator McCarruy. Let us go back a bit more. This $1,275.05 
represented income from an oi] well in which Mr. Siskind had invested 
for Mr. Boyle? 

Mr. Betzino. It is not income, Senator. 

Senator McCartruy. What is it? 

Mr. Betxiro. It is additional investment. 
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Senator McCuiettan. What do you mean that it is not associated— 
this payment is not associated with the transaction of selling his law 
business; it is separate and independent from that ¢ 

Mr. Beiuino. These are payments made—he could have paid Boyle 
a check in this amount and Boyle in turn would have made the invest- 
ment, but instead he was handling that for Mr. Boyle. 

Senator Nrxon. Was this part ‘of the $150,000 deal or not? 

Mr. Beuurno. Yes. 

Senator Nrxon. It was? 

Mr. Bewuino. Yes, sir. He is treating this as payment, as part of 
the $150,000 agreed price. 

Senator McCarruy. Just a minute. 

Senator Hory. Treating it just the same—it was treated Just the 
same as if he had made the payment direct to Mr. Boyle, is that 
correct ? 

Mr. Bexurno. Sir? 

Senator Horry. He had treated it the same as if he had made the 
payment direct to Mr. Boyle? 

Mr. Betirno. Yes, sir. I believe in this particular case it is pos- 
sible that the check may have been made direct to Boyle, but then 
endorsed. I recall now it was—recall it was endorsed by the oil-well 
people that were interested in this transaction. 

Senator McCarruy. Let me interrupt, Mr. Bellino. You said this 
was part of an item of $150,000. Is there anything in the books any- 
where that you found to indicate that there was any type of agreement 
to sell the business for $150,000 ? 

Mr. Betitno. Senator, he does not keep books and records. 

Senator McCarruy. Is there anything any place that you found— 

I do not care what he keeps—have you found anything, an agree- 
saa scrap of paper, anything to show that Boyle had actually “sold 
these accounts for $150,000? I am not speaking now of what Mr. 
Siskind told you. I am speaking of what you found in the books 
of the law business. 

Mr. Beiurno. He handed us a sheet of paper. 

Senator McCarruy. Yes. 

Mr. Beutxirno. On which were listed the various names of the com- 
panies that were sold—the value placed against each one—then a 
statement as to the agreed price of $150,000 on all of those accounts 
that had been sold. 

Senator McCietian. Is that statement signed by anybody? 

Mr. Betirno. No, sir; it was just a sheet of yellow paper. 

Senator McCuetian. Does it bear Boyle’s signature ? 

Mr. Beturno. No, sir. 

Senator McCie..an. Siskind’s signature? 

Mr. Betiino. Not that I recall—no signatures at all. 

Senator McCietian. Was it dated ? 

Mr. Beturno. No date that I recall, unless it was as of May 1, 1949. 

Senator McCietnan. Do you recall that? What I am trying to get 
at is just what are the facts, what the facts are, what actually trans- 
pired at the time. 

Mr. Fuanacan. I think Mr. Siskind can answer that, if I can ask 
him. 

They are asking you now, Mr. Siskind. 
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Senator McCarruy. We are not asking Mr. Siskind anything. 
Senator McCie.ian. I want to find out. 
Senator McCarruy. I would like to see that scrap of paper, if I 

may. 

Mr. Franacan. We do not have it. 

Mr. Betirno. We do not have it. 

Senator McCarruy. You do not have it? 

Mr. Betirno. We were merely permitted to look at it and make 
notations of the number of accounts not the names. 

Senator McCarrny. You just told us that the sum of $1,275.05 
represented a payment upon the $150,000 account. I want to know 
where you got that information. I want to know where you got 
that, Mr. Bellino. 

Mr. Betirno. That is a check, of course, paid to Boyle. And the 
way he keps his accounts is just by memorandum paper. 

Senator McCarruy. Why do you tell us that was a payment on 
the $150,000 account—just tell us why—you are an auditor—there 
must have been something there to indicate that or you would have 
told us, or if you made a mistake, I want the record straightened out. 

Mr. Bextxirno. He issued the check to Boyle for the Boyle account. 
He keeps what he calls the Boyle account. 

Senator McCarrny. Mr. Bellino, you understand that one of the 
important questions that we must determine is whether or not there 
actualy ever was a sale of the business or not or whether this was a 
continuing deal between Siskind and Boyle, with Boyle receiving part 
of the fees, forwarding fees as he says, on the income-tax return— 
two completely different types of deals, you understand that? 

Mr. Betuino. Yes, sir. 

Senator McCarruy. When you tell us this $1,275.05 was paid on 
$150,000 account, I want to know why you tell us that, how you know, 
beyond that unsigned scrap of paper in Siskind’s handwriting, 
undated. Let me ask you this first. 

Is there any way you can tell when that scrap of paper was written 
up, whether the day before you came to the office, or the year before? 

Mr. Betrano. There is no way I could tell when it was written 
up unless we had a technical examination made of the paper. We 
did not have that. 

Senator McCarruy. Some notes on a scrap of paper with the names 
of certain clients; is that correct ¢ 

Mr. Betirno. Yes, sir. 

Senator McCarruy. All clients doing business with the Govern- 
ment, right? 

Mr. Beuurno. I believe they all were doing business with the Gov- 
ernment, according to what Mr. Siskind s said. 

Senator McCarruy. Some 23 of them, right? 

Mr. Beturno. Yes, sir. 

Senator McCarruy. And on that scrap of paper there was a nota- 
tion, “$150,000,” is that correct ? 

Mr. Bewirno. Yes, sir. 

Senator McCarruy. Tell me this, is there any way you have of 
telling us from the books whether or not this $1,275.05 was a for- 

warding fee as Mr. Siskind carries it, or a payment on $150,000 ac- 
count. That is very important. If you do not know, just tell us, 

Mr. Bellino. 
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Mr. Betuino. Senator, he handed me another sheet of paper on 
which he kept what he called the Boyle account. 

Senator McCarruy. Yes. 

Mr. Betirno. Which I compared with the examination of his rec- 
ords and this what he called his account. He has no books and ree- 
ords where you could look, turn to a ledger sheet and see the Boyle 
account. He had a sheet of paper. 

Senator McCarruy. I know it is the Boyle account. I know he 
paid the money to Boyle. I am trying to find out from you whether 
there was anything in connection with this payment to show that it 
was part of a $150,000 sale price, or whether it was money merely 

paid to Boyle. 

Mr. Be.iino. Senator, on each check there is no notation to show 
that it is part of the $150,000 price, you see—just a check to Boyle or 
for some business venture of Boyle's ;. And we have to merely go by 
the statement that he makes that it is part of that $150,000. 

Senator McCarruy. Mr. Bellino, as an auditor, I do not want you to 
go by any statement that Siskind makes, do you understand that? 

Mr. Be.uino. Yes. 

Senator McCartny. I want to stick to those books. I want to 
get an answer to that. 

Senator Hory. He says the books do not show that. 

Senator McCietian. Wait a minute. I think there is some con- 
fusion. Let me help you clear it up. 

In the first place, the reported original tabulation sheet that was 
supposedly made at the time of the initial transaction does not show 
anything about $1,275.05, does it 4 

Mr. Bettino. No, sir. 

Senator McCietian. It does not. You have gotten that informa- 
tion from another scrap of paper that he keeps, the way he keeps his 
books and his transactions with Boyle. So they are two separate 
scraps of paper, is that correct? 

Mr. Be.iino. Yes, sir; that is correct, sir. 

Senator McCie.tian. That clears it up. It has no connection, so 
far as anything on the original scrap of paper, to identify it. 

Mr. Betirino. That is correct, sir. 

Senator McCietian. And how did you identify them, by another 
scrap of paper? 

Mr. Betirno. Yes, sir. 

Senator McCietian. All right. Now you have got it. 

Senator Nixon. Just a moment. 

Senator McCartny. Let me, if I may. Then I understand there is 
nothing—nothing in the books any place to show that the business 
was sold for $150,000—nothing in the books to show that this pay- 
ment was part of the $150,000 payment? The only information you 
have on that point is an unsigned piece of paper in Siskind’s hand- 
writing. Is that correct? 

Mr. Beturno. There is 

Senator Nrxon. The only documentary information ? 

Mr. Bexiino. There is an unsigned piece of paper on which I def- 
initely recall the list of various companies and a stated value. 

Senator Nixon. Do you have any other documentary evidence than 
that unsigned piece of paper of this transaction ? 
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Mr. Betuino. No, sir. 

Senator Nrxon. None other has been submitted ¢ 

Mr. Bexuino. No, sir; not to us. 

Senator Nixon. You have only the unsigned, undated memorandum 
and no documentary evidence whatever except that? 

Mr. Bretirno. Which definitely listed the amounts and the stated 
value. I am positive that there was $150,000 even written on that 
sheet of paper. That was given to us. And another sheet of paper 
which showed the Boyle account on which was stated agreed price 
$150,000. Then all of these payments which agreed with what 1 
found from the checks were listed as payments that were paid to 
Boyle or for his account. 

Senator McCarruy. May I ask that we order Mr. Siskind to pro- 
duce that piece of paper with the notations on it, so that the committee 
may see it / 

Senator Hory. Let us proceed with this now. We will deal with 
that later. 

Now, Mr. Bellino, as I understand—— 

Senator McCarruy. Pardon me. 

Senator Hory. As I understand the lists of payments that you 
were given as made by Mr. Siskind to Mr. Boyle that were incorpo- 
rated in this list were presumably paid on the $150,000 ? 

Mr. Betirno. Yes, sir, Senator. 

Senator Hory. And that applies to the $1,275.05 as well as to the 
others / 

Mr. Betiro. Yes, sir. 

Senator Horry. All right, proceed with your list. 

Mr. Betirno. March "29, 1951, $10,000: July 2, $5,000. 

In addition there was paid for office furniture and fixtures by Mr. 
Siskind to the seller of the furniture and fixtures, which fixtures are 
owned and, I believe, are still owned by William M. Boyle—was paid 
a total of $ $2,993 66. 

The total payments to Boyle, $99,268.71. 

The balance due to Boyle as of September 7, 1951, was $50,731.29. 

Senator McCarruy. I did not get the last statement, I am sorry. 

Mr. Betirno, $50,731.29 from this account which he gave us, that 
showed agreed price of $150,000, less all of these payments. 

Senator Hory. All right. The total number of payments—I think 
you gave the total amount of the payments was $99,000 and what ? 

Mr. Betrino. $99,268.71. 

Senator Hoey. Whic h leaves a balance? 

Mr. Betiro. Of $50,731.29. 

Senator Hory. Of the or iginal claimed purchase price of $150,000? 

Mr. Bewuino. Yes, sir. 

Senator Hory. Have you any other records, Mr. Bellino, in your 
possession, other than what you have indicated in your testimony? 

Mr. Betxrno. I have various notations of my work papers, Senator, 
that I made in examining these records. 

Senator Hory. You did check—you got these checks, you examined 
those ? 

Mr. Bewirno. Yes, sir. 

Senator Hory. And you compared that with the entries made on 
this paper. Now this sheet of paper that had the Boyle account, was 
that in a book or just a sheet of paper ? 
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Mr. Betuino. It was just similar to an accountant’s worksheet, on 
a sheet of paper. 

Senator Hory. I see. And now the sheet of paper that had these 
estimated accounts on them, the value of them, was that just on a 
separate sheet? 

Mr. Beiuino. That was a yellow ruled sheet of paper. 

Senator Hory. Right. 

Mr. Siskind, have you with you those two papers? 

Mr. Sisxinp. No; I do not, sir. 

Senator Nixon. Was it a sheet like this? 

Mr. Betiino. Yes, sir. 

Senator Horry. Will you produce those papers for the inspection of 
the committee ¢ 

Mr. Siskrnp. I do not know how to answer that question, Senator. 

Senator Hory. I will say, Mr. Siskind, that as chairman of the 
committee I order you to produce those papers, both the list that 
contains the appraisal of the value of these accounts and the list 
which shows the payments on the Boyle account. 

Mr. SISKIND. Before you finally determine that, sir. may I make 
this statement ? 

Senator Hoey. Yes; you may make any statement you wish. 

Mr. Stskinp. Those papers have a listing of my clients; in other 
words, ‘they are taken right from the chec kbook and show where I 
received money from clients. 

I have been practicing 24 years as an attorney at law. I have tried 
to live up to a certain code of ethics and standards. And there is a 
conflict. 

I want to show this committee all the facts. I want to explain what 
happened here, yet I have a duty to these clients. They are in no way 
involved in these proceedings. 

It is a question of trying to explain to this committee just what 
happened. 

Now I can appreciate you Senators trying to prove these facts, 
and I want to 6 Sap you out, but have you over thought of the precedent 
you are setting here? These clients come to me. 

We do have a confidential relationship. 

Now it just happens—I do not think this is the case, but supposing 
a client came to me in a tax matter and divulged to me certain confi- 
dential information with respect to an alleged fraud charge. Now 
1 wonder if you appreciate the precedent you are setting, asking an 
attorney at law to divulge these clients ? 

I thought I had arr anged with Mr. Flanagan. I let him look over 
these papers. He examined the list. He looked to see if the American 
Lithofold was there. I gave all of my accounts. I have given my 
income-tax statements. But, please, Senator, I do not know if you 
know what you are doing to my law business. I do not know what 
you are going to do to every attorney practicing in this city before 
the agencies. 

I will gladly explain every case that I have handled, anything you 
want to know, but, please, do not ask me to furnish the names of those 
clients. 

Senator Hory. Mr. Siskind, I must say this, we are not asking 
you to give any information with reference to your clients. 
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Mr. Stsxr1np. The clients are on that list, sir. 
Senator Hory. Wait a minute. We are not asking you to give any 
information with reference to your clients’ business. We are not ask- 
ing you, for instance, in the matter that you mentioned about the 
income tax—we are not asking you to give any information about 
matters of that kind. We would ask you to give the names of the 
clients that you say that you purchased the business from Mr. Boyle 
and the scope of that employment; in other words, we are not saying 
for you to go into detail of everything about the clients’ business, but 
what was the scope of the employment of dealing with Government 
business. 

We are not asking you—let me finish—we are not — you to 
give any of your other clients, clients that you have had before, and 
the clients that you have had since. We are not concerned about that, 
but we are concerned about this list of clients that was transferred to 
you and whose business you have been conducting, and you received 
under this agreement with Mr. Boyle. 

Now all that we are asking you to do is to furnish us the list which 
shows the names of those clients and then the appraisal that you put 
upon the value of these accounts at the time you made the transfer 
to Mr. Boyle. 

Then with reference to the clients’ activities, I take it is of interest 
to us to know whether or not these were cases dealing with the Gov- 
ernment, and, if so, in what capacity. 

You do not have to reveal any of your clients’ business about that. 
You do not have to reveal any confidential relationships. 

I take that in a number of these cases you probably filed briefs 
for them. That would show that you represented them and would 
show what agency this matter was pending before. 

And that is the information which the committee is seeking. So 
we are not seeking to interfere with your practice. We are not seek- 
ing to have you reveal any confidential relationships. We are not 
seeking to have you disclose anything that cane is unethical 
for any lawyer to disclose, but this is a public investigation, and 
here is a public matter, and here has been a transfer of these accounts. 
And in following it through the committee feels it ought to have 
the information as to the nature and character of this employment 
and as to what agencies were to be contacted or to be served in con- 
nection with this employment. 

Now we feel that that is very simple, a very reasonable thing. We 
are not asking for anything unreasonable. We do not wish to inquire 
into your private practice and your clients that have been obtained 
since this time or the clients you had before that. We are not asking 
about that. 

We are asking for these 25 cases. And I believe you said 25, did 
you not—I thought it was 23, but you said 25? 

Mr. Stskrnp. Some of them are classed in one category. 

Senator Hory. Twenty-three or twenty-five ? 

Mr. Siskinp. One is a test case that was mentioned. 

Senator Hory. Twenty-three or twenty-five, whatever they are. 

Mr. Siskrnp. May I make this suggestion with respect to these 2 
cases: There are names that have been in the headlines, just like 
before the clients before and the clients after. What I tried to do 
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with Mr. Flanagan, I went through all of those cases. I gave him 
enough information so that he knows just what they are about. And 
if you want the names of those clients, any one of them, I will gladly 
give them to you in a private session so that they can be investigated 
further. 

Please do not force me to submit a list with 25 innocent names who 
you might not be interested in, put in the public records and hounded. 
There is no evidence against those people. There is no evidence that 
I have done anything wrong. I will just have to close the doors of 
my office, and I do not think it is fair. 

Senator Nixon, I cannot understand why you are concerned about 
the innocence of your clients. I mean, I do not see that disclosing 
their names and the fact that you represent them in any way will 
reflect on either you or your clients. 

Mr. Siskixp. Why should they be brought into this matter, Sena- 
tor? I will gladly give you any name you are interested in, will 
discuss any one of those 25. 

Senator McCietian. Let me ask you this question, Mr. Siskind: 
I can speak for myself, and I think this is true, at least it should be, 
with every member of this committee. We are not trying to do you 
an injury. We are not trying to do your clients an injury, but this 
is information that the public, the citizenship of this Nation, is en- 
titled to know. 

When Government accounts are sold, when clients’ business is sold 
by one lawyer to another where those cases involve transactions and 
business of the Federal Government, the people of this country are 
entitled to know the details of that transaction. 

They are not entitled to know what your clients say to you in con- 
fidence in that relationship. 

I would like to ask you this question. At the time or before you 
bought these accounts did you consult with the clients whose accounts 
were sold to you, to know that it would be satisfactory for you to buy 
them? You can answer that yes or no. 

Mr. Siskinp. Yes, sir, in most cases. 

Senator McCLetian. You say in most? 

Mr. Siskinp. You see—— 

Senator McCiet.an. How many out of the 25 did you consult with 
personally ¢ 

Mr. Siskinp. I'd have to check my records, but, you see, I have 
been working on most of these cases before. I had been dealing with 
the clients, as a matter of fact, about 12 of them, with attorneys, for- 
warding attorneys, and I told them the arrangement. 

Senator McCietian. Let me ask the next question. Were you and 
Boyle in partnership in these accounts before you bought them ? 

Mr. Stskinp. Yes. There was a vested interest, Senator. I mean, 
there was already an interest in every one of these cases except one. 

Senator McCietzan. Let me ask you one other question. Let me 
ask you this one other question. Do you think your clients would 
oppose or refuse to give you permission, in view of this deve lopme nt 
and the public interest in this matter—do you think they would refuse 
to give you permission to state their names here and the amoun ts of 
the value of their account that was involved in this transaction / 

Mr. Siskinp. I do not think so, but here is my point, Senator. 

Senator McCiet.an. All right. 
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Mr. Siskinp. In most of these 25—— 

Senator McCietian. Let us get somewhere then. If you do not 
think so, [ am willing to risk your judgment when you say you do not 
think so, in all deference to the clients—if you do not think so, in view 
of the public interest and the national interest and the concern about 
this matter where people are being charged—where there are insinua- 
tions, strong insinuations, at least of wrongdoing—are you not willing 
voluntarily ¢ to help this committee clear it up in the interest of those 
who are innocent of any wrongdoing and voluntarily submit that 
information to the committee—are you not willing to do that? 

Mr. Siskrnp. Senator, has there any wrongdoing been charged 
against these clients? 

Senator McCie.tian. There are implications of wrongdoing. 

Mr. Siskinp. From whom, Senator? 

Senator McCievian. From all over the Nation. 

Mr. Siskinp. These are innocent people. I will give you those 
names that you want after I discuss the cases. 

Senator McCe.xan. [If it is innocent, I am just as anxious to clear 
it up as you are to have it cleared up, and that is the responsibility of 
this committee, to protect the innocent as well as to find the guilty, 
and we are asking your help to do that. 

Mr. Sisxinp. That is all Iam asking you. I will go down the line. 
Mr. Flanagan knows every one of those cases, and any one you are 
interested I will give you the name. 

Senator McCie.itan. But may I say this to you, this committee 
has got to make a public report. We have got to make a public re- 
port upon public testimony. We cannot make it upon what we do 
in chambers. It has got to be made if people are to be cleared, and 
if people are to be absolved of any blame, it has got to be made public, 
and the record of the testimony upon which we arrive at our conclu- 
sion must be public. You must understand that. 

Mr. Siskinp. Senator, that has been bothering me for 2 months. 
1 have not slept nights. 

Senator McCLe.uan. It is bothering me right now. 

Mr. Siskinb. Senator 

Senator McCietian. And I want your help. 

Mr. Siskinp. There are 25 innocent people. Maybe you are not 
interested in 20 of them. Why not go down the list and I will give 
you the names that you think you should look into. I will explain 
every case. I am an attorney at law, Senator. 

Senator McCue.ian. That is the point I am making with you. If 
we do that, and then we report on 15 of the 25, you simply add fuel to 
the flame of the suspicion and the innuendoes and the implications 
that there must have been something wrong with the other 10. 

Mr. Siskinp. Now, Senator, if you are interested in the whole 25, 
I will give them to you, but I am positive you are not. That is the 
one thing I want to avoid. They are innocent people. 

Senator Hory. Let Mr. Flanagan examine. 

Mr. Stskrnp. Most of you are lawyers. 

Senator Hory. Just a minute. I think that it might clarify the sit- 
uation to let Mr. Flanagan read the list of the matters here and then 
maybe we may be able to decide, as we go along, which ones of these 
ought to be gone into. 
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Mr. Siskinp. Mr. Chairman, before 

Senator Hory. As to the nature of them. 

Senator McCarruy. May I make a suggestion? I very seldom 
disagree with the — Mr. Flanagan got that list in confidence 
from Mr. Siskind. I do not think we should order Mr. Flanagan 
to read those names. I think we should order Mr. Siskind to produce 
them. If he refuses I think we should take the necessiry steps. I 
do not think we should have one of our investigators violate a con- 
fidence. 

Senator Hory. This is not violating a confidence. 

Mr. FianaGan. Maybe I can clear this up. I have here a list 
of these cases by number. I do not know who these clients are. 

Mr. Siskind has given me the scope and nature of the employment 
and the valuation of the case. 

Senator McCarruy. I understood you know the names of the clients. 
I thought you were going to read that. 

Senator Hory. I was not asking for that. 

Mr. Fianacan. I cannot put them together with these numbers that 
he gave me. I at one time saw the list. 

Senator McCarrny. I agree that we should get the list. I agree 
with the Chair wholeheartedly. I thought Mr. "Flanagan was going 
to read a list that he had gotten. 

Senator Hory. We are not betraying any confidence at all, but fot 
the purpose of clarifying. 

Mr. Fuanaaan. I received this information from Mr. Siskind, I 
might state for the record, the night before last. He gave me the cases 
by number, 1 to 22. And all I — here is the valuation. 

Senator Munpr. I thought it was 25. 

Mr. FuanaGan. One case actaadhy is three cases. That will be 
brought out. It involves three different cases. 

I have the valuation that he placed on the case, he and Mr. Boyle at 
the time they were sold, and a statement of the scope of the employ- 
ment and what it concerned. 

I think if we can read this into the record at this time, then the com- 
mittee can decide which of these cases they want to go into. 

Senator McCievian. Before we do that, let us keep the record 
straight. I want Mr. Siskind to consent that it be read into the record. 
I do not want him to say that we violated confidence. 

Mr. Siskrnp. Senator McClellan, in my anxiety to cooperate, I am 
just as anxious as you are to clear my name. 

Senator McCLe.ian. I will assume that. 

Senator Hory. Do you have objection, Mr. Siskind, to Mr. Flanagan 
reading this memorandum ¢ 

Mr. Siskinp. No; but let it be understood that if there is any case 
that you are not interested in, I am sure there will be quite a few—I 
see no reason why they should go into the record. 

Senator Hory. That was the purpose in reading this list. 

Senator McCarruy. Before Mr. Flanagan starts—— 

Senator Hory. As I understand, you do not object to the reading of 
this list ? 

Mr. Siskrnp. No; I am trying to cooperate. I have shown him 
everything. 
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Senator McCietian. I want to see that you are treated fairly. Ido 
not want to have read something into this record that you gave in con- 
fidence without your consent. 

Mr. Siskinp. There is no question about that. The only thing is I 
ask of you to protect some clients. 

Senator McCarruy. Let us go ahead and read it. 

Mr. Fianatan. I might state before reading this list, Senator, that 


these were taken from rough notes based on conversation with Mr., 


Siskind. 

Senator McCarruy. In other words, the description of the cases, 
that is, the descriptions were not made as the result of any investiga- 
tion which you or your staff or Mr. Bellino made, the dese riptions 
are Mr. Siskind’s descriptions of the cases? 

Mr. Fianacan. That is right. 

Senator McCLe.Lan. Nothing from documentary evidence. 

Mr. Fianacan. Nothing documentary, but from conversation. 
Senator McCarry. Whether the dese ription is correct or incorrect, 
yu do not know. That is merely Mr. Siskind’s word. 

Mr. FLanacan. That is correct. 

Senator Hory. Proceed. 

Senator Nixon. As I recall, in our conversation with Mr. Siskind 
and Mr. Leahy the other day, this matter came up in executive session, 
and Mr. Leahy indicated that he was going to discuss this with Mr. 
Siskind. You discussed this with Mr. Le ahy d 

Mr. Siskinp. As I understood it, the Senators would get this in- 
formation and then determine which cases you were interested in, as 
I understood. 

Senator McCrevtan. I think that is correct. I want to say that is 
correct. That is why I am not going to personally consent to or be 
a party to violating that understanding as of now. I do not say 
what I will do later as to whether I think you should be compelled 
to do it, but I am saying as of now. If this is read into the record, I 
want it to be with your consent. : 

Mr. Siskinp. Yes, sir; there was no question. I know I bothered 
Mr. Flanagan three or four times whether I should give it to him or 
not, whether it would lead to certain clients who have no bearing in 
these proceedings, but I finally gave him sufficient information so you 

can judge as to what cases you are interested in. 

Senator Hory. Proceed, Mr. Flanagan. 

Mr. Franacan. Case No. 1, valuation, $13,500 

This was a case forwarded by another attorney. Mr. Siskind was 
retained as the Washington, D. C., counsel, and is a forwarding con- 
oe ng attorney under a 2-year agreement at $1,000 a month. 
his case came to the office, the Boyle-Siskind office, in February 
1949. 

The forwarding attorney wanted Mr. Boyle to act as attorney, but 
Boyle turned the case over to Siskind, retaining one-half interest 
himself. 

Work that was done under this retainer is as follows: 

An RFC loan application in the amount of $450,000 was filed 
shortly before or after the retainer. This loan was approved in August 
1949, in the amount of approximately $400,000. 

The second work under the retainer-——— 
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Senator Munpr. There is clearly a case involving Government 
business. So if we are going to proceed at all, we must know the name 
of that case. 

Senator McCuierian. I want to make my point. This much the 
witness is willing to have read into the record.. Let us read it without 
any commitment as to what we shall do to pursue it further. 

Senator Munpr. It seems to me a great waste of this committee’s 
time to read anonymous cases dealing with Government business un- 
less we get the names. If you want to read a lot of anonymous notes, 
that is all right with me, but I think it is a waste of time. 

Senator Hory. Proceed. 

Mr. Fuanacan. The second work that was done under the retainer 
on case 1 was the Department of Agriculture case involving a request 
for increased cotton-planting acreage. The request was not obtained. 

Case No. 2, valued at $9,500: This case was finished at the time 
of the transfer and bill had been rendered. The case had been com- 
pleted about 1 year prior to the transfer from Boyle to Siskind. It 
had to do with a building-violation matter and hearings had been 
held before the War Production Board. 

Case No. 3, valuation $500: This was a Mexican mixed-claims case 
and had been forwarded by an attorney in New Mexico. No further 
details were furnished to us by Mr. Siskind concerning this case. 

Case No. 4 was valued at $6,250: This was also a finished case, the 
work having been completed in 1947. It was a Government claim and 
Mr. Siskind did not care to discuss the detail at that time. 

Mr. Stskinp. Was that case No. 4? 

Mr. Firanacan. Yes. 

Mr. Siskrnp. I do not think that was a Government claim, Mr. 
Flanagan. That was a proceeding before the Food and Drug. 

Senator McCarrny. I think you ought to read-these without inter- 
ruptions until you get through. 

Mr. Fianacan. Case No. 5 was valued at $2,500. This case in- 
volved a Food and Drug Act violation following false and misleading 
labeling. It was handled in the Federal Trade Commission. 

Senator McC.Letian. May I ask a question to clear it up? When 
you say valued at $2,500 or some amount, are you speaking of the 
gross value or the sales value? 

Mr. Fianacan. That is the gross valuation, as I understand it. 

Mr. Stsxinp. That is right. 

Mr. FLanacan. Placed on the case by Mr. Boyle and Mr. Siskind 
in April 1949. 

This case No. 5 came into the office in February 1949. And Mr. 
Siskind was the attorney of record, although Mr. Boyle had a one- 
half interest in the case. 

Mr. Siskind eventually filed a consent decree in the case and was 
paid a fee of $2,000. 

Case No. 6 was valued at $1,000. This case was finished several 
months before April 1949 and no further facts were furnished by Mr. 
Siskind. 

Case No. 7 was valued at $30,000. This was a finished case, had been 
completed about 6 months prior to April 1949. 

This case involved a liability to some named Government depart- 
ment in the amount of approximately $1,000,000. The case was set- 
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tled on payment of $96,000 after briefs had been submitted to the 
agency involved. 

This was not a court case, nor did it involve any legally constituted 
tribunal. Mr. Siskind had-been the attorney of record in this case 
from the beginning and Mr. Boyle apparently had a part interest in 
the case from the beginning. 

Case No. 8 was valued at $30,000. This case involved $250,000 claim 
against a foreign government. However, the funds of that foreign 
government were being held by an unnamed Government agency in 
Ww ashington. 

The work involved looking up the law and presenting the facts to 
the Government agency, to the United States Government agency, 
which was holding the funds of the foreign government. And these 
briefs were filed in an effort to show that the client’s claim should 
be included as one of the cases that could draw off the foreign govern- 
ment funds from the United States. 

Mr. Siskind recovered $200,000 for his client. And this case was 
completed in 1950. 

The case originally came into the Siskind-Boyle office in 1948 and 
Siskind had been assigned one-half of the case from the beginning by 
Mr. Boyle. Mr. Siskind eventually collected a fee of $32,500 in this 
case. 

Senator McCarruy. What was the nature of that? 

Mr. Fianacan. That is a case—it is a claim of his client against 
some foreign government. The foreign-government funds, appar- 
ently, held in this country in escrow or frozen here or something. 

Senator Nixon. That is an Alien Property Custodian case. 

Mr. Fianacan. I do not know what it is. 

Mr. Siskrnp. I can explain that, if you want me to. 

Senator McCarrnuy. Not now. 

Senator Nrxon. Later. 

Mr. FianaGan. He did not tell me about it. 

Case No. 9, valuation $50,000: This case involved—their client was 
a foreign firm, a foreign company, which had applied to the E xport- 
Import Bank in April « or May of 1949 for a million-dollar loan. The 

case had been referred to Mr. Boyle’s office in April 1949, and Siskind 
had a half interest in the original case. 

At the time the case came to the office a $10,000 retainer was paid by 
the client. No loan was obtained in the case, and the matter was 
closed in October or November of 1949. 

Mr. Siskind was the attorney of record in this case from the begin- 
ning, and Mr. Siskind never collected any fee other than his share of 
the original retainer of $10,000. 

Case No. 10 was valued at $2,500. This case was forwarded by an- 
other attorney to the Boyle-Siskind office in February 1948, and had 
to do with a breach of warranty in connection with the purchase of 
Government surplus from the War Assets Administration. 

Apparently this case was settled by some local attorney outside of 
Washington, and Mr. Siskind cannot recall what work he did, other 
than some legal research in connection with it. 

Mr. Siskind eventually received a fee of $1,200 in this case. 

Case No. 11 was valued at $500. Mr. Siskind was the original 
attorney in this case and had assigned part of the ease to Mr. Boyle 
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for handling in the beginning. It involved an excise-tax matter 
having to do with the tax on neon clocks and the Internal Revenue 
decided against Mr. Siskind’s client. This case actually had been 
completed before April 20, 1949, and amounted to nothing more than 
accounts receivable at the time of its transfer. 

Case No. 12 was valued at $5,000. Mr. Siskind got this case from a 
forwarding attorney early in 1949, and he turned half of it over to 
Mr. Boyle at that time. It involved a cease-and-desist order in the 
Post Office Department. In July 1949, Mr. Siskind, on behalf of 
the client, consented to a decree by the Post Office and he was paid a 
fee of $4,500. 

Case No. 13, valued at $40,000. In March 1949, Mr. Boyle had been 
retained by this client at $1,000 a month, plus 15 percent of any moneys 
which could be collected for breach of contract by the United States 
Government in connection with the sale of surplus to the client. 

Mr. Siskind had an interest in this case from the beginning and 
the thousand-dollar-per-month retainer is still continuing. 

To date Mr. Siskind has collected $33,500, or I should say to date 
$33,500 has been collected by Mr. Siskind in connection with this case. 

Senator McCarruy. From his client? 

Mr. Fianacan. From his client. And the matters which have been 
handled for this client are as follows: The client had received two 
matters. No. 1, the client had received a shipment from the War 
Assets which was apparently short and after discussing this matter 
with attorneys apparently again in the War Assets Administration, 
Mr. Siskind obtained a $40,000 rebate for his client. The second work 
that has been done under this retainer involved a breach of warranty 
in connection with the sale of surplus by the foreign liquidation com- 
mission for failure to deliver a quarter of a million dollars’ worth of 
surplus material. This aspect of the case is now in the Court of 
Claims. Mr. Siskind has prepared various legal briefs and other legal 
opinion. 

Case No. 14 was valued at, $9,000, and $1,800 has been collected by 
Mr. Siskind. This case was actually finished in 1946, and Mr. Siskind 
did not give us the nature and character of the case. 

Case No. 15 had no valuation, nothing has been collected. 

Senator McCarruy. Any other details ? 

Mr. Fuanacan. This was a civil-contract suit in a court of law. 
Claims of the Government were not involved. And the client ap- 
parently gave up, changed attorneys when Mr. Boyle gave up his 
practice. 

Case No. 16 is valued at $50,000. So far Mr. Siskind has collected 
$34,000. He is on a retained of $650 a month, which is included in 
the above $34,000. 

This was Mr. Boyle’s case originally, and the retainer was originally 
in his name. 

It had to do with a railroad reorganization matter involving some 
340 million. The case was argued before the Interstate Commerce 
Commission. There were claims and many legal questions that come 
up in connection with the priority of bondholders and lengthy hear- 
ings have been held before the Interstate Commerce Commission. 

Senator Nixon. I missed a little of that. Do I understand that 
this was a case in which Mr. Boyle originally had a retainer of $650 
« month ¢ 
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Mr. Fianacan, Yes, sir. 

Senator Nixon. And Mr. Siskind purchased the case and received 
the retainer of $650 a month? 

Mr. Fuanacan. That is my understanding, sir. And in this case 
Mr. Siskind, apparently, and before him Mr. Boyle, were merely asso- 
ciate counsel, The case is still pending. And they feel that they may 
be worth an additional $50,000. 

Senator Nixon. What is the number of that case? 

Mr. Stskrnp. May | correct the record ? 

Mr. FLanacan. No. 16. 

Mr. Siskinp. That is the one case that—that is the one case that I 
had no interest in before that I mentioned, and I think 

Mr. Fianacan. I stated that that was Mr. Boyle’s case solely. 

Senator Nixon. Excuse me; go ahead. That is case No. 16? 

Mr. Fuanacan. No. 16, Senator. 

Case No. 17 is valued at-$30,000. So far $13,500 has been collected. 

Mr. Siskrnp. No. 17? 

Mr. FuanacGan. In this case the client had retained Mr. Boyle and 
Mr. Boyle had referred the client to Mr. Siskind. The case came into 
the office in April 1949, and involved setting up intricate cooperative 
housing associations under the Lanham Act and buying up housing 
projects from either the Federal Housing Administration or the Pub- 
lic Housing Agency. 

Senator Munpr. What Government agency has that account, what 
was it with? 

Mr. Franacan. The Federal Housing Administration and Public 
Housing. 

Senator Nixon. Involving what type of application ? 

Mr. FLANAGAN. Applications under the Lanham Act; housing. 

Senator Nixon. The Lanham Act is no longer. 

Mr. Fuanacan. I was telling what Mr. Siskind told us. 

Senator Nixon. It is now the Wherry Act. 

Mr. Stsxinp. This is an entirely different act, Senator. This is 
an act that gave the veterans an opportunity to buy housing projects 
immedi: ately after war on a cooperation basis. The Wherry Act has 
to do with new construction. 

Mr. FLanaGan. Case No. 18 is valued at $75,000. To date nothing 
has been collected. They have the case on a 1214-percent contingent 
fee. 

This came into the office in 1945. It was Mr. Boyle’s personal case. 
It involved three motor-carrier cases which are still pending. And 
the case apparently went through the Court of Claims and has been 
up to the Supreme Court and involves some $2,000,000. 

Senator McCartuy. What is the value of that case / 

Mr. FLANAGAN. Seventy-five thousand dollars. 

Case No. 19, I believe it would be, or is that 18—A ? 

Mr. Sisk1np. You have named them one more. It would be 18. 

Mr. FLANAGAN, Sixteen is really 15—A, according to your listing. 

Mr. Siskrnp. I will follow you, Mr. Flanagan, the way you have 
gone. 

Mr. Fianacan. Case No. 19. 

Mr. Sisxrnp. It is 18. 

Mr. Fuanacan. No. 18? 
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Senator Munpr. No, 18 was the motor-carrier case. 

Mr. Sisxinp. That was 17, I think, or 18. I am sorry; that is right. 

Mr. Franacan. Let us not get mixed up with numbers, because we 
have combined some of these cases. 

The next case is 19. It is valued at $10,000, collected $15,000. And 
this pertains solely to matters involving State governments. It has 
nothing to do with the Federal Government. 

Senator Munpr. What is that? 

Mr. FLanacan. We do not know. 

Senator Munpr. You do not know? 

Mr. Fianacan. No. 

Case No. 20, valued at $20,000. Nothing has been collected. This 
is a civil antitrust suit which Mr. Boyle obtained himself and handled 
himself apparently in 1947, 

Subsequently, Mr. Siskind worked on the case with Boyle on a 
50-50 arrangement. Nothing came out of the case and the action 
was never started that the client contemplated. 

Case No. 21, valued at $5,000; $4,800 has been collected. This case 
was forwarded to Mr. Boyle by another attorney in 1949. Siskind 
at this time arranged with Mr. Boyle 

Senator Munpr. Can you give the month in 1949? 

Mr. Fianacan. April 1949. Mr. Siskind arranged with Mr. Boyle 
at that time to take a half interest in the case. It involved the re- 
covery of a penalty before the Army Contract Board of Appeals. 

Mr. Siskind filed briefs, did legal research, and appeared before 
the Contract Board of Appeals and collected some $35,000 for his 
client. This case is now closed. 

Case No. 22, valued at $17,000, colected $6,600. Early in 1949, Mr. 
Boyle apparently retained Mr. Siskind and another attorney, each 
having a third interest in the case. It involved a family partnership 
taxation matter before the Bureau of Internal Revenue involving 
some $300,000. 

The third lawyer had held conferences with the Bureau of Internal 
Revenue and the matter was resolved in the client’s favor. 

Senator Nixon. That is case what ¢ 

Mr. FLanaGan. No, 22. 

Case No. 23, valued at $5,000. This was an old case which Mr. Boyle 
had received in 1945. However, apparently from the beginning Mr. 
Siskind had an arrangement to have a half interest in the fee. 

It involved a question as to whether a contractor were to stop work 
on a construction contract as a result of World War II should be com- 
pelled to proceed and complete the contract at the old contract price 
at the end of the war. 

In this case they have presented briefs and discussed the matter 
with representatives of the Comptroller General and have received 
favorable decision. And certain legal matters involving the case are 
still pending. 

Those are the summaries of the cases that were given to myself by 
Mr. Siskind 2 days ago. 

Senator McCiet.an. In view of the magnitude of this transaction, 
the volume of business and the number of clients and Government in- 
terests or liability, I should like to ask you about the agreement that 
you had with Boyle when you finally consummated the transaction, 
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whether there were any contingencies involved as to whether you would 
pay him $150,000, more or less, depending upon the collections that 
you made and the recoveries you made out of the businss. 

Mr. Sisxinp. No, sir; there were no contingencies. I accepted it 
as a firm indebtedness. 

Senator McCietzan. You accepted it as a firm indebtedness ? 

Mr. Stsxrnp. That is right, sir. 

Senator McCretian. Then if you lost money on them, why you 
would just lose—it was that kind of a transaction ? 

Mr. Sisxinp. That is right, sir. 

Senator McCietxran. But Boyle was assured that he would get 
$150,000 ? 

Mr. Siskrnp. That is right, sir. 

Senator McCie.uan. It was a binding debt for that specific amount, 
without the contingencies that could increase the debt or any that 
could discount it ? 

Mr. Sisxinp. That is correct, sir. 

Senator McCieiian. All right. 

Mr. SiskinD. I might add that on these cases I have received from 
the clients $165,400 to date, if that is interesting. 

Senator McCietian. We will get to that later. 

Mr. Siskrnp. And there is still pending: 

Senator McCie.ian. We will get to that later. 

Senator Munpr. Do we have a copy of the contract between Mr. 
Boyle and Mr. Siskind, by which this big transaction was made, defi- 
nitely placed in the record ? 

Senator McCietxan. Just a moment, if I may follow this up. We 
are trying to get the whole truth, that is all, and I am not charging 
the witness with 

Mr. Stsxinp. I know that. 

Senator McCietian. Being reluctant, but then you are a lawyer, 
a very good one apparently, at least your clients think so from the 
amount of fees and the responsibility that they entrust to you—I am 
just a country lawyer, I never handled money like that—never heard 
of more than a thousand dollars until I got to Congress and found 
out that the Government was spending money. 

This is what I want to ask you. As I understand from your testi- 
mony there was no written contract evidencing this agreement in any 
form whatsoever except what you say was a memorandum or a nota- 
tion you made listing these cases, an instrument or document we have 
formally referred to in this case. 

Mr. Stsxtnp. That is right. That was just an estimated value. 

Senator McCietian. But the $150,000 was not estimated ; it became 
a binding contract. 

Mr. Stsk1np. But there was nothing on that contract to show that. 

Senator McCretian. Nothing on the paper to show that was a 
contract—the paper itself was no contract within itself, was it? 

Mr. Siskrnp. That istrue. It was just an estimation. 

Senator McCietian. That is my understanding. Did you give to 
Mr. Boyle a note or any other written evidence of indebtedness for 
this $150,000? 

Mr. Sisxrnp. No, sir. 

Senator McCuietxan. Did he not require any ? 

Mr. Stsk1np. No, sir. 
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Senator McCie.tuan. You did not give any? 

Mr. Sisxinp. That is correct, sir. 

Senator McCretian. Then your estate was not protected in any 
way in the event anything should happen to you—you did not pro- 
tect your estate, did you, by making a contract in writing, so that 
your estate or your family might know of this obligation ? 

Mr. Siskinb. That is correct, sir, except if I did die, which, of course, 
we did not contemplate—— 

Senator McCieian. I know you do not, but that is why you have 
written obligations, is it not? 

Mr. Siskrnp. Perhaps looking back, I should have prepared a con- 
tract, but there was no contract, Senator. We had been 

Senator McCienan. I know there was not. 

Mr. Siskinp. We had been dealing that way for 4 years. 

Senator McCLeiian. I understand. 

Mr. Sisxrinp. And these particular cases we had never entered 
into a written agreement. If I would have died, Senator, the bar 
association rules provide for the substitution of another attorney and 
I would not have been entitled to that money. The succeeding would 
have done the work and paid Mr. Boyle’s interest. 

Senator McCurittan. The succeeding attorney might not be satis- 
factory to Mr. Boyle. That is the point I am m: iking exactly. 

Mr. Siskrnp. Well, of course—— 

Senator McCretian. Mr. Boyle had a vested interest there of 
$150,000 against your estate. Now the point I am making is that 
neither of you—both of you good lawyers—neither of you did the 
normal thing that you would ‘advise your clients to do in a similar 
transaction, and a transaction of the same magnitude—neither of 
you did the normal thing, by making a contract in writing or by 
giving a written evidence of the indebtedness incurred and assumed? 

Mr. Siskrnp. Senator 

Senator McCigevttan. Did you? The answer is “No,” is it not? 
You can answer that. 

Mr. Stsxrnp. The answer is “No.” 

Senator McCietian. The answer is “No.” 

Mr. Sisxinp. There is no question about that. 

Senator McCLe.taAn. Would you advise a client of yours who comes 
to you for counsel, to transact his business in any such fashion ? 

Mr. Sisxrnp. No, sir. 

Senator McCLetian. You would not, would you? 

Mr. Siskrnp. That is correct. 

Senator McCietian. That is all I wanted to ask. 

Senator Hoey. Mr. Flanagan, you may proceed. 

Mr. Fuanacan. Mr. Siskind, at the time, in April 1949, when you 
sat down with Mr. Boyle to purchase this law practice, was it your 
understanding that you were purchasing at that time all of Mr. 
Boyle’s law practice? 

Mr. Stsxrnp. No, sir. 

Mr, Fuanacan. You were purchasing only a few selected cases? 

Mr. Sisxinp. Well, of course, I cannot testify as to Mr. Boyle’s 
thoughts, but I would not be a bit surprised—well, I honestly do not 
know. The one case, as I said before, I did not handle he turned over 
to me that I had no interest, but the fact of the matter is that in 
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all of these 25 cases, with the exception of that one, we had been 
associated together for some time in various degrees of time and we 
never had a written agreement with respect to any case that was 
completed before. 

Senator MoCarrny. Will the reporter read your question ¢ 

(‘The question was read by the reporter.) 

Mr. Fianacan. My first question was, Mr. Siskind, were you buy- 
ing all of Mr. Boyle’s law practice ? 

Mr. Siskrnp. I would not know that, sir. I think so. 

Mr. Fuanacan. Do you know whether he sold any other parts of 
his law practice to any other attorney with whom you were associated ? 

Mr. Stskrnv. I would not know that, sir. I do not think so. 

Senator Nrxon. Just a moment, at that point, Mr. Flanagan. 

You mean you did not discuss with Mr. Boyle whether you “were buy- 
ing all of his law practice or not; you disc sussed only the 23 cases? 

Mr. Sisxinp. That is right, sir. 

Senator Nrxon. But it was your thought that you were purchasing 
the whole law practice at the time; is that why you said, “I think 
so”’é 

Mr. Stskrnp. Yes, I mean he might have had cases with other law- 
yers that I would not know about. I would not know that, sir. 

Senator Nrxon. On that point, the American Lithofold retainer 
was a part of Mr. Boyle’s law practice: therefore, if you bought his 
law practice, you bought that, too, did you not? 

Mr. Siskrnp. No, sir. That was not included. I did not know 
about that. 

Senator Nrxon. It was not even discussed, was it? 

Mr. Stskrnp. That is correct. 

Senator Nrxon. If it was not discussed, and if you thought you 
were buying the law practice, you assumed you were buying the law 
practice, then you did buy it, did you not? 

Mr. Siskrxp. Well 

Senator Nixon. You did not exclude it, did you? 

Mr. Stskrnp. Well, now, I think you are making the wrong assump- 
tion, Senator. 

Senator Nixon. You got it, did you not, you got the $15,000, did 
you not? 

Mr. Siskrnp. Senator, let me put it this way 

Senator Nixon. Sure, go ahead. 

Mr. Stskrnp. If the American Lithofold was included 

Senator Nrxon. Yes. 

Mr. Stskrnp. And there was some work pending at the time there 
was no reason why it should not be in this list that I know of. The 
fact of the matter is that it was not and I did not know about it at the 
time we estimated these cases. 

Senator Nixon. I think that is clearly understandable. The major 
part of the work had already been done. They had gotten their RFC 
loan. 

Mr. Sisxrnp. Well, once again I think you are assuming facts that 
are not so. Of course, I would not know, Senator. 

Senator Nixon. You would not know because you have already 
testified you did not know anything about the American Lithofold 
case. 
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Mr. Sisxinp. I never knew about American Lithofold’s various 
RFC applications until I read it in the paper this past summer. 

Senator Nixon. As you pointed out, you were never consulted in an 
RFC case for the American Lithofold. 

Mr. Sisxinp. That is correct, sir. Now, I might add 

Senator Nixon. Yes, go right ahead. 

Mr. Sisxinp. That the first case read was an RFC case, just about 
the time in question, and I was at the RFC and I did consult with the 
people, and I can see no reason why if I handled the American Litho- 
fold loan, why it has not been mentioned by some witness. I do not 
see any reason why I could not have taken it. 

Senator Nixon. I am not claiming, Mr. Siskind, or contending that 
any witness has mentioned that you had anything to do with the RFC. 

I am contending what was the fact that Mr. Boyle had already done 
the work, and the fee accrued and, apparently, you bought his law 
practice, by your own admission. 

Mr. Siskrnp. Senator, there is absolutely not—that is not a fact. 

Senator Nixon. What did you do for the American Lithofold Co.— 
what papers have you prepared for American Lithofold since you be- 
came its attorney ¢ 

Mr. Sisxinp. None, sir. 

Senator Nixon. None? Have you prepared any letter, any mem- 
oranda, anything in writing for that company to earn the $15,000? 

Mr. Sisx1np. There is one matter I looked up and I am still trying 
to locate the memorandum. There was a memorandum prepared in 
the office which I can locate for you. That was at the time the NPA 
were working up paper controls and Mr. Green contacted me with re- 
spect to how the shortage of paper would be involved. That is the 
only matter I have any record of in the office. 

Senator Nixon. How long have you known Mr. Green, Mr. Siskind? 

Mr. Sisxrnp. I think since 1946 or 1947, I could not place the date. 

Senator Nrxon. Were you there when he was working as investi- 
gator for Mr. Boyle in his office ? 

Mr. Sisxinp. Yes, sir; I believe so. 

Senator Nixon. As a matter of fact, as I understand it, although 
you said you were not in partnership with Mr. Boyle, you had the same 
Office ? 

Mr. Sisxrnp. That is right, sir. I had desk space in the office. 

Senator Nixon. I mean, you shared the same office? 

Mr. Siskrnp. That is right. 

Sentor Nixon. In regard to this partnership relationship—in re- 

gard to this partnership relationship, I repeat, as I understand it— 
ana understand, I am not attempting to characterize it as that when 
you do not, but I am trying to understand what it was—on the 23 cases 
which represented the bulk of Mr. Boyle’s law practice, your testimony 
is that on only one of those cases you did not share some sort of an 
agreement with him. 

Mr. Sisxinp. That is correct, sir. 

Senator Nixon. In other words, you were in partnership on 22 cases, 
to use the term broadly ? 

Mr. Stskrnp. In a broad sense. There was already an interest that 
each one of us had that existed prior, from 1945 on, in which we had 
no written agreement. 
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Senator Nrxon. Well, as a matter of fact, many times in a partner- 
ship there will be no written agreement. You have indicated that in 
orpninte: 

Mr. Sisxinp. That is correct, particularly among lawyers, Senator. 
You are a lawyer. 

Senator Nixon. Sure. 

Mr. Siskrnp. You must have practiced law with other associates. 
I do not know if you went in and entered into an agreement when you 
left the law office, but let us say that lawyers are poor lawyers for 
themselves. 

Senator Nrxon. Let us put it this way: My practice was not worth 
enough to sell for that amount. 

Mr. Siskrnp. I hope, Senator, you do better in the future. 

Senator Nrxon. Well, this may be very difficult for you to under- 
stand, Mr. Siskind, but I happen to be one Member of the Senate and 
the Congress who completely severed my connection with any law firm 
when I came to Washington. 

Mr. Siskrnp. Just like Mr. Boyle did. 

Senator Nixon. Except for the $150,000. 

Mr. Siskrnp. Just like Mr. Boyle did, Senator, and I am sure you 
are going to determine that when all of the facts are in. 

Senator Nixon. Let us get back to this point of Mr. Green. You met 
him when he was in Mr. Boyle’s office, is that right ? 

Mr. Sisxinp. That is correct, sir. 

Senator Nrxon. And he came to you in May and said, “Look, I have 
got a nice little retainer of $500 a month that I would like to turn over 
to you that Boyle has been handling.” Is that aproximately the way it 
happened ? 

Mr. Siskrnv. Well, approximately, sir; yes, that is right. 

Senator Nrxon. Did he tell you what kind of business he wanted you 
to handle for them ? 

Mr. Sisxinp. I did inquire from him at the time. 

Senator Nixon. What did he tell you? 

Mr. Sisxrnp. He just mentioned a couple of claims regarding the 
discounts—was all that was brewing at the time that might be possible 
legal action in the Court of Claims. 

Senator Nrxon. And what happened to those claims? 

Mr. Sisxinp. He called me a few times on that, Senator, and my 
advice—they wanted to press the claim and it was such a small amount 
involved, that I told them that rather than sue and antagonize the 
people they were doing business with, that they should drop the suit 
and thus create some good will, that it would take 3 or 4 or 5 years 
in the Court of Claims, and I did not know what chance they stood. 

Senator Nixon. What other cases, clients, did Mr. Green turn over 
to you? 

Mr. Sisxrnp. I do not recall any. 

Senator Nrxon. None. You testimony is that Mr. Green, during 
the past 5 years since you have known him, has never turned over any 
other legal business to you or referred any legal business to you: is 
that right? 

Mr. Sisxinp. No; I do not recall any, sir. I would have to check. 
I would have to check my records. 

Senator Nixon. You do not want to say positively at this time? 
Mr. Sisxrnp. That is right. I cannot say that positively. 
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Senator Nixon. Now, getting down to this question of the character 
of the American Lithofcld -ase, Will you describe the other clients of 
Mr. Boyle that were in the same category as the American Lithofold, 
that were not included in this purchase of his law practice? 

Mr. Sisxrnp. Well, let’s—— 

Senator Nixon, In other words, the other retainers—I mean, what 
other retainers did Mr. Boyle have that you did not buy ‘—just name 
them if you am, 

Mr. Siskinv. I do not know of any, sir. 

Senator Nixon. You do not know of any? 

Mr. Sisxinp. That is right, sir. 

Senator Nixon. This was the only case in which Mr. Boyle had a 
retainer that you did not buy ? 

Mr. Siskinp. I could not answer that, sir. You’d have to ask Mr. 
Boyle. I would say it was, but I just cannot answer it. I do not know, 
Senator. 

Senator Nrxon. Well, now 

Mr. Siskrnp. I do not think so; let me put it that way. 

Senator Nrxon. You do not think there were any other cases? 

Mr. Siskrnp. Other retainers. 

Senator Nixon. Any other cases where Mr. Boyle had a retainer 
and which you did not take over. 

Mr. Siskinp. Are you referring to monthly retainers like American 
Lithofold? 

Senator Nixon. That is right, and case No. 16. 

Mr. Sisxrnp. I do not think so. 

Senator Nixon. Let us take case No. 16. You wanted to comment 
on that one. That was a case where you said you were not in partner- 
ship with Mr. Boyle, as I recall. 

Mr. Sisxinp. That is right, sir. 

Senator Nixon. Mr. Boyle in that case had a retainer of $650 a 
month. 

Mr. Siskinp. That is correct, sir. 

Senator Nixon. How did you make the arrangements on your get- 
ting the $650 a month retainer in that instance; did Mr. Boyle intro- 
duce you to the client or had you met him previously, or what 
arrangement was made ? 

Mr. Siskinp. As a matter of fact, I believe now I was not tnere, 
but Mr. Boyle spoke to that client personally and told him he could 
not practice law and I would not be a bit surprised he recommended 
that I continue the case. And that had a pending matter then. 

Senator Nixon. You did not, as I recall, and I may be wrong—lI 
thought you raised a question of ethics as to whether Mr. Boyle could 
do that in the case of the American Lithofold—is there that dis- 
tinction in this case? 

Mr. Siskinp. Yes, if there is some pending matter, and you get the 
permission of the client, that is all right then. 

Senator Nixon. In this case there was a pending matter ? 

Mr. Siskinp. That is right. 

Senator Nixon. But in the American Lithofold the business had all 
been done, they had gotten their loan ¢ 

Mr. Siskinp. I do not know if there had been any business, sir. 

Senator Nrxon. There has not been any since, has there ? 
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Mr. Stskrnp. Sir? 

Senator Nixon. There has not been any since, has there, with the 
American Lithofold ? 

Mr. Sisxinp. No, I have not represented them in any case except 
for this one incident that I have told you about. 

Senator Nrxon. Well, now, in this instance though 

Mr. Sisktnp. You see, Senator ? 

Senator Nrxon. If I may proceed, then you can comment. Because 
in this instance you got the $650 per month retainer. Mr. Boyle 
spoke to his client, as I understand it, and the client spoke to you, and 
you continued with the work ? 

Mr. Sisk1np. Asa matter 

Senator Nrxon. But in this case you included it in the list, is that 
right ? 

Mr. Sisxtnp. That is right. 

Senator Nixon. You discused it with Mr. Boyle? 

Mr. Siskinp. Mr. Boyle got the permission of the client and then 
we set a valuation on it. 

Senator Nixon. Why did you not do that in the case of the American 
Lithofold? 

Mr. Sisxrnp. I did not know about it and he did not tell me about it. 

Senator Nixon. In other words, in the only other case in the office 
that you can recall—the only other case in the office which was similar 
to American Lithofold which Mr. Boyle had a retainer in and which 
you had no interest in, case No. 16, you put it on this list, and you 
paid him a certain amount and consider it a part of the deal, but in 
the case of American Lithofold your testimony is here we have a case 
where Mr. Boyle had a retainer, where you got the retainer afterward, 
but you did not consider it part of the deal. You see, it does not quite 
add up. 

Mr. Stskrnp. Well, that happens to be the fact, but I can explain 
why it does not. You cannot sell a retainer. That is a personal 
relationship. 

Senator Nixon. How did you sell the retainer in case 16? 

Mr. Sisxinp. I did not buy the retainer in case No. 16, 

Senator Nixon. What did you buy? 

Mr. Sisxinp. There was a pending case. 

Senator Nixon. You got a retainer of $650 a month; did you not 

Mr. Siskinp. Yes; the client saw fit to hire me on the same type of 
retainer, but you cannot sell a retainer. 

Senator Nrxon, Then, when you were discussing this, you talked 
it over with Mr. Boyle and you said, “We cannot buy the retainer 
because it is unethical”—that is why you did not buy the retainer ? 

Mr. Stsxrnp. I did not discuss that particular portion of it. 

Senator Nrxon. You did not? 

Mr. Stskrnp. We just estimated the pending cases at the time. 

Senator Horry. In clarifying that, did you say something about the 
$650 retainer with some matter pending—was that some litigation 
or some matter ? 

Mr. Stsxrnp. It was in litigation, sir. 

Senator Hory. The litigation was pending? 

Mr. Stsxrnp. That was in the courts and before the Interstate 
Commerce Commission and now has gone back to the district court. 
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Senator Hory. That was the case-—— 

Mr. Siskrnp. There are a few drawers full of briefs on it. 

Senator Hory (continuing). Before the Interstate Commerce 
Commission ¢ 

Mr. Sisxinp. That is right. 

Senator Hory. And you continued the representation there? 

Mr. Sisxinp. That is right. There happens to be a few other 
retainers like that that Mr. Flanagan has read off. 

Senator Hory. Proceed, Mr. Flanagan. 

Mr. Fuanacan. Mr. Siskind, I was asking you awhile ago: When 
you bought these 23 cases from Mr. Boyle, was that his entire law 
practice ¢ 

Mr. Siskinp. I honestly do not know. 

Mr. Fianaaan. In the spring of 1949 did Mr. Boyle have any other 
law offices other than the office which you shared with him at 1029 
Vermont Avenue? 

Mr. Stsk1nv. None that I know of, sir. 

Mr. Fianacan. Who was in that office at that time other than your- 
self and Mr. Boyle—I am speaking of lawyers? 

Senator McCarruy. May I say that I will not be able to be with 
you this afternoon, not because I do not wish to but I happen to be 
testifying myself. 

Mr. FianaGan. What other lawyers were in that office in the spring 
of 1949 other than yourself and Mr. Boyle? 

Mr. Sisxinp. Mr. Parks was there at the time. I do not think Tom 
was there at the time. I'd have to check. 

Mr. Firanagan. Who is Tom? 

Mr. Siskinp. My records. 

Mr. Fianacan. Who is he? 

Mr. Siskrnp. ‘Tom Collins. That happens to be his name. 

Senator Nixon. Incidentally, Tom Collins, that brings up a relation- 
ship with Mr. Green. Was he there ¢ 

Mr. Sisxrnp. No, sir. Mr. Green was not employed in my office. 
No, as a matter of fact, Tom Collins is now employed for a Senate 
committee. 

Mr. Fuanacan. Those were the only two other lawyers then, Mr. 
Parks and Mr. Collins? 

Mr. Stskinp. That is right. 

Mr. Fuanacan. To your knowledge, did Mr. Parks or Mr. Collins 
purchase or obtain any of Mr. Boyle's law business ? 

Mr. SiskiNp. No; I do not think so, sir. 

Mr. FuanaGan. Can you be sure of that or should we call them to 
testify ? 

Mr. Siskinp. J am pretty sure of that. 

Mr. Fianagan. Pretty sure? 

Mr. Stsxtnp. Yes, sir. 

Mr. Fuanacan. Anyone else to your knowledge that took over any 
part of Mr. Boyle’s law business in April 1949, when he gave up the 
practice ¢ 

Mr. Siskrnp. I honestly cannot recall. I think Mr. Boyle could tell 
you. 

Senator Nixon. This may help out. As I recall on case No. 22, 
reference was made to a tax matter. It said that you were involved. 

Mr. Stsktnp. Yes. 
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Senator Nixon. Who was the attorney in that case? 

Mr. SiskinD. Daniel J. Hanlon; that is right. 

Senator Nrxon. Is Mr. Hanlon in the office with you? Did he share 
the space ? 

Mr. Stsk1np. Mr. Boyle had forwarded some cases to Mr. Hanlon 
before, which were not sold to me. 

Senator Nixon. When you say “before,” when did he forward 
those cases? 

Mr. Sisxrnp. Oh, some of them were very old, sir. 

Senator Nixon. How is that? 

Mr. Sisxrnp. I would not know, sir. Some were very old, but I 
had no part im it. 

Senator Nixon. Was that in relationship to this same transaction 
with Mr. Boyle when he was leaving the private practice of law? 

Mr. Sisktnp. Yes. I imagine he also cut off completely there, or 
the cases were completed, or something. 

Senator Nixon. Were these primarily tax cases? 

Mr. Stskinp. Primarily tax cases. 

Senator Nrxon. In other words, when you say that you bought Mr. 
Boyle’s law practice, you meant to exclude the tax cases? 

Mr. Stsxrnp. That is correct, to a degree. 

Senator Nixon. You did not buy any tax cases, except a piece of 
2? and that was a tax case apparently ? 

Mr. Sisxrnp. I think there is another one, an excise tax matter, but 
in the main, now that you recall, Hanlon I think handled most of the 
tax work in the office. 

Senator Nixon. So, Mr. Boyle had a separate deal with Mr. Han- 
lon on what Mr. Hanlon was to pay him for that portion of the prac- 
tice, as you understand it? 

Mr. Sisxrnp. I believe so, but I would not know about that. 

Senator Nrxon. Wecan ask Mr. Boyle. 

Mr. Siskrnp. Yes. 

Senator Nrxon. Has Mr. Hanlon been asked to come before the 
committee ? 

Mr. Firanacan. Not as far as I know. 

Senator Nixon. I think that he should. 

Mr. Fianacan. Recalling some of the previous testimony this 
morning, Mr. Siskind, we understand now that at the time of your 
sale of this law practice there was no contract or any other writing, 
either by yourself or Mr. Boyle; is that correct ? 

Mr. Siskrnp. That is correct, sir. 

Mr. Firanacan. What arrangement did you have with regard to the 
payment of this $150,000, an oral arrangement ? 

Mr. Stskrnp. Well, that was left up to me asI could afford it. 

Mr. Fianacan. You would pay him as you could afford to pay him? 

Mr. Stsxrnp. That is right. 

Mr. FLranaGan. Was there any agreement that any certain amount 
was to be paid each year? 

Mr. Stsxrnp. No, sir. 

Mr. Franacan. Was there any limitation ? 

Mr. Stskrnp. I do not recall any. 

Mr. Fianacan. Was there any limitation as to the time that you 
would have to pay off this $150,000? 


Mr 
Mr 
Mr 
Se 
busir 
ness 
busir 
Mi 
Se 
M 
sure 
Se 
in so 
M: 
do Vv 
look 
Se 
and 
thes 
M 
fore 
Se 
M 
se 
thes 
Wh 
M 
far 
prac 
Si 
M 


- 


ame 
plet 
give 
whe 

Ss 
fees 
con 
bee 

N 
onl: 





INFLUENCE IN GOVERNMENT PROCUREMENT 


Mr. Stsxrnp. I do not recall any, sir. 

Mr. Fuanacan. You are still paying on it? 

Mr. Sisxrnp. That is right. 

Senator Munpr. Did you and Mr. Boyle handle any other legal 
business while you were sharing office space except Government busi- 
ness on which you shared fees—these 22 cases are all Government 
business ¢ 

Mr. Sisxrnp. No; that is just 

Senator Munpr. Relating to Government agencies. 

Mr. Sisxrinp. They are not, sir. That is one of the reasons I am 
sure you would not be interested in a lot of these clients. 

Senator Munpr. Each one of them deals with Government business 
in some way or other, two of which you had nothing to do with. 

Mr. Siskrnp. There are at least three that I now have nothing to 
do with the Government at all. And, as a matter of fact, if you 
look into the others, Senator 

Senator Munpr. Let me put my question in this way: Did you 
and Mr. Boyle handle any other legal business together other than 
these 23 cases ¢ 

Mr. Siskrtnp. Why, sure. Up to 1949 we had been associated be- 
fore without any written agreement for 4 years. 

Senator Munpr. Did he sell you any other cases except these 22? 

Mr. Siskinp. No, sir. 

Senator Munpt. What was the distinction? Why did he sell you 
these 22 which I say are Government cases, and you say are not? 
Why sell you these and not the others? 

Mr. Stskinp. There were no other cases that he had to sell me, so 
far as I know. He had given up. He wanted to leave the law 
practice. 

Senator Munpt. His office was closed ? 

Mr. StsktNp. Prior to 1949? 

Senator Munpr. Prior to it. 

Mr. Stskinp. Yes; they had been completed. As a matter of fact, 
T think Mr. Bellino can show that prior to May the checks exchanged 
between Mr. Boyle and myself did name cases and did refer to odd 
amounts like a third or a half on those cases. When they were com- 
pleted, an accounting was made. When he was attorney he would 
give me a check, and when I was attorney I would give him a check 
when the case came in prior to May 1. 

Senator Munpt. There were no other cases in which you shared 
fees that are not included in these 22 cases unless transactions had been 
completely closed and settlements between Boyle and Siskind had 
been made. Is that correct? 

Mr. Siskinp. I am not sure that I follow you, but these are the 
only cases he sold that I know of that were left in the office. 

Senator Munpr. I will ask the reporter to read my question. 

(The pending question was read by the reporter.) 

Mr. Siskrnp. I am not so sure I get you, but I will say that 

Senator Munopr. Read it again. 

(The pending question was reread by the reporter.) 

Mr. Sisxrnp. I will say that is correct. You see, the cases 

Senator Munpr. Let him read it again. 

(The question was reread by the reporter.) 
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Mr. Siskinv. Would that preclude other cases that he might have 
had, Mr. Boyle might have had ! 

Senator Munpr. In which you had been associated, yes. 

Mr. Siskinp. No; none if they had been completed. 

Senator Munpr. What was that? 

Senator Hory. In other words, he says there were no others that 
were completed. 

Mr. Sisxkinp. The cases that were completed, sir, six of these cases, 
were really completed and accounts stated. The other 17 were the 
other cases, the only other cases that I know of, that Mr. Boyle had 
turned over to me when he wanted to sever his connection with the law 
office. 

Senator Munpr. As far as you know, the only cases he sold to any 
attorney were those cases, except this Hanlon case? 

Mr. Sisxinp. That is right. I do not think there were any other 
cases. 

Senator Muxpr. The only cases about which we had no record or 
understanding or no agreement was this American Lithofold. 

Mr. Siskinp. Well, sir, it is the only case he couldn't sell me. Let’s 
put it that way. It was a personal retainer. The Bar Association 
ethics say you cannot sell something like that. 

Senator Munpr. What was the difference between that case and 
No. 16, which was also a personal case on retainer ? 

Mr. Siskinp. I didn’t buy the retainer. The evaluation was set on a 
pending case. 

Senator Munpr. You did buy it. He was perfectly willing to make 
the transfer. It was taken up with him. 

Mr. Siskinp. On that particular case we valued the pending case 
because we were not sure that I would proceed with that retainer. 

Senator Munpr. Exactly. Why shouldn't you have done precisely 
the same thing with the American Lithofold case, which was exactly 
the same status? 

Mr. Siskrnp. Mr. Boyle didn’t know on either one whether they 
would accept me and there was no pending matter of value. 

Senator Munpr. In No. 16 he did discuss it with you and it eventu- 
ally worked out. You say he didn’t discuss American Lithofold with 
you, which was exactly the same kind of case. 

Mr. Siskinp. The cases are not the same because that was a pending 
lawsuit which had a certain value. He did not sell me the retainer. 
He couldn’t sell me the retainer. 

Senator Munpr. That is right, but the American Lithofold was also 
under retainer, $500 a month, which you took over after he left. 

Mr. Siskrnp. In neither case was the retainer sold. 

Senator Munpr. Your first two payment were endorsed by Boyle to 
you. That had been sent to him by American Lithofold. The first 
payment. 

Mr. Siskrnp. I don’t know how closely connected it was. 

Senator Munor. Isn’t that correct, that the first check you received 
from American Lithofold was made out to Boyle and endorsed by 
Boyle to you? 

Mr. Siskinp. That is right. When he decided he couldn’t practice 
law, he couldn’t accept a check for practicing law. 
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Senator Munpr. My statement is correct, then, that your first pay- 
ment from American Lithofold came to you via Boyle with his en- 
dorsement on the check. 

Mr. Stsxinp. I would say that is correct. 

Senator Munpr. He has testified doing that and the check shows 
that is correct. 

Mr. Siskinp. That is correct, sir. 

Senator Munpr. I want to find out what there was different about 
the case which induced you to handle it on an altogether different 
basis from the other retainer in case No. 16. 

Mr. Siskinp. The difference was, sir, that in case 16 there was a 
pending legal matter before the courts and the Interstate Commerce 
Commission. I might add a very, very important matter involving 
some 40 millions of dollars. I also might add that we are losing so 
far. It called for an estimated value as to the prospective fees in that 
particular case. There was no pending matter for American Lithofold 
that he could legally or ethically sell me. 

Senator Munpr. Yes, there was a pending matter. There was a 
pending loan that had to be handled. There was still someone to 
settle claims with the Government, with the Comptroller General's 
office. There weren't the same individuals participating, yet it looks 
to me to be completely analogous. 

Mr. Stskinp. I must disagree with you on the assumption that Mr. 
Boyle had a pending American Lithofold matter. If you are re- 
ferring to the RFC loan 

Senator Munpr. One of them. 

Mr. Siskinp (continuing). I do not believe that is a fact. If you 
want to assume that, there is nothing I can do about it. 

Senator Munpr. That is a matter of record. They got the loan. 
The loan had to be refinanced, had to be paid or repaid. It might 
have had to be extended, as it had to be in previous situations. 

Mr. Stskrnp. I think if you anaylze the record you will find Mr. 
Boyle had nothing to do with the granting of the loan. That is my 
belief. 

Senator Munpr. You are entitled to your belief, that is right. We 
do know that a loan was made 8 days after he telephoned the RFC. 
That is a matter of record, too. 

After Cecil Green asked you to take the American Lithofold case 
which, I believe you testified, you did; is that correct? You got into 
the American Lithofold case because Mr. Green asked you to take 
it ? 

Mr. Siskinp. If you mean by the “case” the retainer, that is correct. 

Senator Munpr. I mean the retainer. After Mr. Green asked you 
to handle American Lithofold’s business and be their attorney with 
the retainer, what happened then? Did you then draw up a contract 
or make an arrangement or have a conference with the American 
Lithofold, or was the retainer turned over to you as a result of your 
conference with Mr. Cecil Green / ; 

Mr. Siskrinp. There was no contract. This could have been canceled 
in 30 days, by the way. That is why you cannot sell a retainer, too. 
They might have decided to dispense with my services in May. 
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Senator Munpr. I am trying to find out how you got identified with 
the retainer as the lawyer for American Lithofold. Was it as a 
result of that conference with Mr. Green, or subsequent conferences ¢ 

Mr. Sisxkrnp. Mr. Green said, as I have said before, to the best of 
my recollection, “I have a client for you and you will receive $500 a 
month as a retainer.” 

I asked him what it would entail in the way of legal service and 
he mentioned those claims. 

Senator Munpr. You had no further conversations with anybody 
in the American Lithofold Co. until after you started receiving these 
checks ? 

Mr. Sisxrnp. That is correct. 

Senator Munpr. You had known Mr. Green for about 4 years at 
that time? 

Mr. Siskrnp. I cannot say that, but it is somewhere roughly 3 or 4 
years. 

Senator Munpr. As a matter of fact, he had been an employee of 
Mr. Boyle’s in the same office in which you and Mr. Boyle were prac- 
ticing? 

Mr. Stsxinp. That is right, about 1947. 

Senator Munpr. Did you ever conduct business or use the legal 
name of Sam Siscon? 

Mr. Stsxrnp. No, sir. 

Senator Munpr. Why would Mr. Green, who had known you for 
4 years and shared an office with you, have the checks made out to a 
Sam Siscon as his attorney instead of Max Siskind? Why should he 
have them made out to Sam Siscon ? 

Mr. Sisxkinp. I do not know why, sir. 

Senator Munpr. You endorsed the checks as Sam Siscon ? 

Mr. Sisxrnp. That is correct. I told him at the time and it was 
subsequently corrected. I think that was a mistake in the office, but 
I do not know. 

Senator Horr. ‘To get the record clear about this, the distinction 
you make in the $650 retainer was this matter was pending before the 
Interstate Commerce Commission as a suit ? 

Mr. Siskrnp. That is correct. 

Senator Hory. And you had been appearing with Mr. Boyle in the 
case and interested in the preparation of the papers related to it? 

Mr. Sisxinp. That was the one case I had not been associated with 
Mr. Boyle before, as I recall. In most of the others I had done 
some work and the clients knew me. 

Senator Hory. There was pending business? 

Mr. Sisxinp. Senator, all bar association rules, all ethics of the 
profession, state that you cannot sell a retainer. 

Senator Horry. I am not asking you about that, but I am saying the 
distinction you make here is that in this situation there was a pending 
matter, a suit. 


Mr. Sisxinp. That is right. 

Senator Horry. You took up the suit and carried it forward ? 

Mr. Stsx1np. That is right. 

Senator Hory. Then they paid you a retainer ? 

Mr. Siskrnp. They made the same arrangements with me they had 
made with Mr. Boyle, which, of course, I was glad to do. 
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Senator McCreiian. I think I understand this. I think it has some 
significance, but the question, now following up what has been asked 
you and your answers, is, Did the American Lithofold Corp. have any 
pending business with Boyle from the time it retained him, which 


was only for a few months, as I recall, before he became national 
chairman 


Mr. Stsxrnp. I do not believe so. 

Senator McCretian. Let me state it, because I think this has some 
significance. The question is: We know he had been retained by this 
company. 

Mr. Sisxrnp. That is correct. 

Senator McCLeLian. He was on a retainer fee. 

Mr. Sitskinp. That is-correct, sir. 

Senator McCreinian. That you finally received yourself, not as a 
purchase from Boyle, as you state ? 

Mr. Stsxrnp. That is correct. 

Senator McCietian. The question would arise whether the Litho- 
fold Co. had referred any business to Boyle to be handled, and, if 
there was any business for the Lithofold Co. in his office at the time 
he quit the law practice and sold his accounts to you—do you know 
whether it had referred any business to him subsequent to the time it 
retained him up to the time that you bought his accounts ? 

Mr. Sisxinp. None that I know of, sir. It is very important. I 
am glad you brought that up. 

Senator McCie.ian. I am here to protect you as well as disclose 
anything. 

Mr. Siskrnp. I know that, Senator. 

Senator McCieiian. As far as I am concerned, there is going to be 
no persecution and no whitewash. 

Mr. Sisxrtnp. I spent 24 years running an ethical law office. You 
will find in those 25 cases actual legal work. There is not one Gov- 
ernment contract inthere. Ever since I have béen practicing in Wash- 
ington 

Senator McCietitan. The point I am making is that I thought there 
was some significance in it and I though it should be cleared « -omplet tely 
if there was any business that the company, the Lithofold Corp., h: id 
referred to Boyle subsequent to its retaining him, did you have any 
knowledge of that fact at the time you made this transaction with 
Mr. Boyle? 

Mr. Siskinp. No, sir. , 

Senator McCrieiian. Did Boyle reveal to you that he had had any 
business on hand? 

Mr. Stsxrnp. No, sir. 

Senator McCietian. For the Lithofold Corp. ? 

Mr. Sisxrnp. No, sir. 

Senator McCietian. Did he reveal to you that he was under a 
retainer fee from Lithofold Corp. at the time he sold you his business? 

Mr. Sisxrnp. I do not think so, sir. I do not think so, sir. I have 
no recollection. 


Senator McCietian. Did you know then he was attorney for Litho- 
fold? 


Mr. Sisxrnp. I didn’t, sir. 
Senator McCie.ian. Those things are important. 





820 INFLUENCE IN GOVERNMENT PROCUREMENT 


Mr. Sisxrnp. I have no recollection of the American Lithofold. 

Senator McCietian. They do have significance. If there was busi- 
ness pending there, although he was retained, that is significant. He 
could have been retained and had had no business referred to him. 

Mr. Sisxrnp. That is correct. 

Senator McC.ie..ian. If business had been referred to him and it 
was pending at the time, it would be a strange thing that he sold you 
all the others and not this. 

Mr. Sisxinp. I would say it would bea strange thing. 

Senator McCiet.an. It would be, and these facts should be brought 
out. We are simply trying to get the truth. 

Senator Nixon. When did you first meet R. J. Blauner? Was that 
at the Democratic victory dinner in January ¢ 

Mr. Sisxrnp. I have no recollection of that. He tells me he has. 
{ have no recollection of meeting Mr. Blauner until this summer. All 
the contacts I had were with Mr. Green. 

Senator Nrxon. Did you attend the dinner? 

Mr. Sisxrnp. Of course I did, as I have attended them for the last 
four presidentials. 

Senator Nrxon. I was interested particularly in that. 

Mr. Sisxrnp. I believe I attended every function. 

Senator Nixon. You didn’t recall meeting him then ? 

Mr. Stskrnp. I met thousands of people and I will accept his word 
for it, but I have no present recollection. 

Mr. FianaGan. I gathered from your testimony so far, Mr. Siskind, 
that at the time you and Mr. Boyle, in April 1949, when negotiating 
concerning the sale of this law business, you did not then know that 
Mr. Boyle was an attorney for the American Lithofold Corp. 

Mr. Siskinp. That is correct, sir. 

Mr. Fianacan. When did you find out that Mr. Boyle was an 
attorney for the American Lithofold Corp. ? 

Mr. Sisxrnp. I have'no exact recollection, but I would say it was 
when Mr. Green turned over the check to me, which I place around 
May 1. 

Senator Nixon. He turned over this check dated April 30? 

Mr. Sisxinp. That is right, sir. 

Mr. Fuanacan. Which was made out to Mr. Boyle? 

Mr. Sisxrnp. That is correct. 

Mr. Fuanacan. And endorsed by Mr. Boyle? 

Mr. Stsxinp. That is correct, sir. 

Mr. FLanacan. Who had it endorsed by Mr. Boyle ? 

Mr. Siskrnp. I have no recollection of that, sir. 

Mr. Fianacan. Who gave you the check? Was it Green or Boyle? 

Mr. Siskrnp. I am not even sure of that, but I believe it was Mr. 
Green. 

Mr. Fianacan. At the time the check was turned over to you, do 
you have any recollection of asking Mr. Green, “Why are you giving 
us a check made out to Boyle?” 

Mr. Siskinp. No; I do not have any recollection of why, and so 
forth. He turned over the check and said, “I have an account for 
you,” to the best of my recollection at that time. 

Mr. Franacan. Wouldn't it be natural for you at that time to be 
inquisitive as to why he was turning over a check from the American 
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Lithofold Corp. made out to your former law associate? Wouldn’t 
that be the natural thing to inquire? 

Mr. Stsxtnp. Why he should do that ? 

Mr. Fuanacan. Yes. 

Mr. Siskrnp. No; I was just glad he got me this additional retainer. 

Senator Nixon. As a matter of fact, Mr. Siskind, when you en- 
dorsed a check made to Mr. Boyle and put it in your account, you 
knew then ¢ 

Mr. Stskrnp. Yes; there is no question about it. 

Senator Nrxon. You knew then Mr. Boyle represented the firm and 
had this retainer ? 

Mr. Siskinp. Yes; there is no question about it. 

Senator Nixon. You knew this retainer had been transferred to 
you? 

Mr. Siskrnp. Let’s say 

Senator Nixon. After all, that is the same as a moment ago when 
we were having our little difficulty about the record. Here is the 
record of the check made to William Boyle for $250 covering the 
period from the 15th of the month to the Ist of the month. ‘You, 
Max Siskind, in this case, endorsed it as Sam Siscon. That is im- 
material at the moment. You endorsed the check, however, and put 
it in your account. Then you come before the committee and say 
you were not aware of the fact that Boyle had represented the company 
previously. Green told you when he employed vou? 

Mr. Sisxinp. There is no question about it. He told me Mr. Boyle 
represented them before. 

Senator Nixon. And he got $500 a month. 

Mr. Siskrnp. Prior to that time? 

Senator Nrxon. Yes. 

Mr. Sisxinp. I can’t say that. 

Senator Nrxon. You knew it when you got the check. 

Mr. Stskinp. I knew he had been an account of Mr. Boyle’s maybe 
5 months or maybe 6 months. 

Senator Nixon. When you cashed the check / 

Mr. Sisxkinp. Yes; I knew Mr. Boyle had previously been their 
attorney at that time. 

Senator Nixon. And you knew it was at $500 a month when you 
cashed the check ? 

Mr. Stskrnv. There is no question about that. 

Senator Nixon. Getting back to the point whether Mr. Boyle dis- 
cussed this matter with you, when you took this over, after you were 
retained by the Lithofold Co., did you go talk to Mr. Boyle about 
this company that had had him on its payroll for 2 or 3 months and 
find out about the business of the company, so you could represent 
it adequately in Washington ? 

Mr. Stskrnp. I have no recollection of such talk. 

Senator Nixon. You didn’t do that at all? 

Mr. Stsxrnp. I don’t think so. 

Senator Nixon. You didn’t bother? 

Mr. Stsxrnp. I have no recollection, sir. You see, Mr. Boyle had 
left my law office and we tried to keep it separate. Of course, Mr. 
Boyle has been pilloried from here to the coast. But Mr. Boyle hon- 
estly tried to separate his duties at the committee from the law office, 
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which I have taken over. You will find no Government contracts 
in my law office. You won’t find one case recommended from the 
Democratic National Committee. I can positively state that Mr. 
Boyle hasn’t recommended to me one case since he has been over there. 
In every one of those calls from the national committee, you will 
find no such case in my office. I tried to practice law. I have done 
so for 24 years. I would like to continue. And what is happening 
here can have a very serious effect on my future business. 

Senator Nrxon. As I understand your testimony here, it is that 
Mr. Boyle did not recommend any cases to you after he left. 

Mr. Sisxrnp. That is absolutely correct. 

Senator Nrxon. And only one case from the national committee? 
Did you say not one? 

Mr. Siskin. Not one case since he has been chairman of the Demo- 
cratic National Committee. 

Senator Nrxon. What cases did you handle before the RFC ¢ 

Senator Hory. At this point, we will take a recess until 3 o’clock. 

(Whereupon, at 12:35 p. m., the subcommittee recessed, to recon- 
vene at 3 p. m. of the same day.) 


AFTERNOON SESSION 


Senator Hory. The meeting will come to order. 
Mr. Flanagan, do you have any further questions at this time? 
Mr. Fuanaaan. Yes. 


TESTIMONY OF MAX SISKIND—Resumed 


Mr. Fianacan. Mr. Siskind, in addition to the $99,000 you paid to 
Mr. Boyle by check as discussed in this record today, have you paid 
him any other money since the severance of your law association in 
April 1949? 

Mr. Sisxinp. No, sir. 

Mr. Fuanacan. There have been no cash payments and no other 
payments of any kind other than the 99-and-odd-thousand dollars 
which we discussed here this morning ? 

Mr. Sisxrnp. That is correct, sir. 

Senator Hory. At this time, I am going to have to go to the Senate. 
We have an amendment concerning withholding on dividends, and so 
forth. I have to speak in the Senate on it for the Senate Finance 
Committee. I am asking Senator McClellan to preside in my absence. 
I will be back later. 

(Senator McClellan assumed the chair.) 

Senator McCieiian. All right, Mr. Flanagan, proceed. 

Mr. Fianacan. In connection with your representation of the 
American Lithofold Co. during the past 2 years, have you performed 
any services for that corporation other than to do some research work 
in connection with the possibility of controls on paper that you dis- 
cussed this morning ? 

Mr. Sisxinp. None, sir; except that advice I told you about, about 
not bringing suit on the claims for discount adjustment, but that was 
the only actual legal work. 

Mr. Fuanacan. Has any representative of the American Lithofold 
Corp. come in to discuss or confer with you on any legal matters af- 
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fecting the corporation other than the ones you have already men- 
tioned ¢ 

Mr. Sisxinp. Not until recently when this became a matter of news- 
paper comment, et cetera. 

Mr. Fuanacan. That was in connection with the investigation I 
assume ¢ 

Mr. Sisxrnp. That is correct. Getting the facts together and see- 
ing just what the issues were, and so forth. 

Mr. Fuanacan. Who contacted you at this later date? 

Mr. Sisxinp. I think it was their attorney first, their St. Louis 
attorney, Mr. Green. 

Mr. Fuanacan. Mr. Green ? 

Mr. Sisxinp. That is right. 

Mr. Fianacan. That is the St. Louis attorney ? 

Mr. Stsxinp. That is right, sir. 

Mr. Franacan. When was the last time that you did any legal 
business for American Lithofold other than this conferring in con- 
nection with the present inquiry? When was that? 

Mr. Stsxinp. I think that was in October of 1950. 

Mr. Franacan. You actually did no legal work for approximately 
11 months for them ¢ 

Mr. Stsxrnp. That is correct, sir. 

Mr. Fuanacan. During the time that you have had this retainer— 
and you have apparently ‘done little legal work according to your own 
testimony—did it ever occur to you that you might get in touch with 
the client and possibly discuss a rearrangement of your retainer or find 
out why he wasn’t sending you legal work ? 

Mr. Sisxinp. It did not occur to me, sir. 

Mr. Fianacan. Did the client, the corporation, or any of its repre- 
sentatives ever come in and ask for a readjustment on the retainer? 

Mr. Sisxrnp. No, sir. 

Senator Nixon. At that point, Mr. Siskind, what other retainers do 
you have in the office at the present time of this same nature? You 
do not need to name the clients at this point. I am interested only in 
whether or not this is a common practice to have a retainer where you 
do not have to do anything. It is very interesting to me. 

Mr. Sisxr1np. I will say it is not common, that you are that lucky. 
Most of them make you work very hard for your money. I would say 
I have five or six on retainer. 

Senator Nrxon. You have five or six on retainers. Of the other 
five or six, in the case of any of the others, have you, as you indicated 
a moment ago in answer to one of my questions, not prepared any 
yapers or court documents or memoranda, as you have in the case of 
Lithofold ? 

Mr. Sisxrnp. I do not know what form you put it, but it is a fact 
that there is no other client in the office that I haven’t done some legal 
work for. 

Senator Nixon. Yes. In other words, you have done less for Litho- 
fold for their retainer than for any other client on retainer. 

Mr. Siskinp. There is no question about that, sir. 

Mr. Fianacan. Did you, either directly or indirectly, ever contact 
anyone in the RFC concerning the American Lithofold loans with 
that Corporation ? 
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Mr. Sisxrnp. No, sir. 

Mr. Fianacan. Did you ever contact Mr. Boyle or anyone connected 
with the Demoeratic National Committee in connection with any 
matter involving the American Lithofold Corp. ? 

Mr. Sisxrnp. No, sir. 

Mr. Franacan. How long have you known Mr. James Finnegan, the 
former internal-revenue collector? 

Senator Nixon. Before you get to that question, the actual corrolary 
to the previous question is: What contacts have you made at the na- 
tional committee on behalf of clients since this arrangement with 
Boyle was made? 

Mr. Stskrnp. None that I can recall. By the way, that was an 
established policy from the minute Mr. Boyle left that office, and we 
strictly adhered to it. 

Senator Nixon. Has anybody from the national committee con- 
tacted the RFC on behalf of one of your clients? 

Mr. Stskrnp. Not that I know of. 

Senator Nixon. Have you ever contacted the RFC in regard to a 
claim from one of your clients, that you ean recall ? 

Mr. Sisx1np. Will you repeat that, please ? 

Senator Nixon. Have you contacted the RFC since this arrange- 
ment was made on behalf of a client other than American Lithofold ? 

Mr. Siskrnp. Oh, yes. 

Senator Nrxon. Would you please name those applications? Inci- 
dentally, let me say that I do not think you are disclosing anything 
in this instance, because certainly the business of the RFC is now 
pretty much public knowledge. 

Mr. Siskinp. Now pretty much public knowledge? 

Senator Nrxon. Wouldn’t you say so? 

Mr. Stskinp. I would say so, sir. As a matter of fact, I read of 
two clients that had been mentioned in this inquiry and they just 
refreshed my memory. 

I would say that I have had about 10 or 12 matters at the RFC in 
the last 3 years. I might add that outside of the No. 1 case on the 
list and a loan granted, I believe, in 1950, on which I am still fighting 
for my fee, those are the only two loans that I have ever had granted 
by the RFC in the last 3 or 4 years. 

Senator Nixon. How many applications? 

Mr. Stsxrnp. I would say I have been there on 10 or 12 matters. 
Most. of those matters, my practice was to see one of the high officials 
at RFC and I found I saved a lot of my time and a lot of the client’s 
time, in order to determine whether they qualified for a loan. Asa 
matter of fact, two of the cases already mentioned are very good 
examples of how I operated in that respect. Sometimes I would 
bring the clients in. Sometimes I would go there myself. In those 
cases we would find out, for instance, the RFC had a rule of thumb 
that they wanted dollar for dollar, so far as lending money to a 
borrower was concerned. 

Senator McCLettan. You mean dollar-for-dollar assets ? 

Mr. Sisxinp. If the borrower puts in a dollar, RFC puts in a 
dollar. That was a rule of thumb. They would make an exception 
in the case of a defense order or strategic material, et cetera, which 
I think they had a right to do under specific directives. Sometimes 
they stretched that rule, if you gave good collateral, maybe two for 
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one. Asa general rule, I found RFC very, very difficult to deal with. 
I must admit that. 

I would follow that procedure and find out, for instance, the first 
‘ase mentioned here—— 

Senator Nixon. We don’t need to be coy about it. 

Mr. Siskinp. I am not trying to be coy; 1 am trying to mention the 
case—was the Consolidated case. 

Senator Nrxon. It will probably be in somebody’s dairy. 

Mr. Siskinp. There were two cases mentioned—Consolidated and 
Smith Engineering, was it? 

Senator Nixon. You would know better than I would. I didn’t 
represent them. 

Mr. Siskrnp. I think it was those two cases. In each of those cases 
the clients were advised of the RFC requirements in order to qualify 
for a loan, and in neither of these cases would they put up the re- 
quired equity capital. There might be three or four others like that 
that I do not recall. I can recall filing one application for a rather 
large loan for a common carrier which involved a very serious ques- 
tion of what certain franchises were worth so far as their collateral 
value was concerned. 

Senator Nixon. I have checked that application, incidentally, to 
refresh your memory. I think that was the case of the American Bus 
Line, was it not? 

Mr. Siskinp. Yes, sir. 

Senator Nixon. The case of the American Bus Line, application filed 
on December 9, 1949, indicating that, as far as the feé was concerned, 
you would receive $95,000 as a fee. 

Mr. Siskinp. That is correct. 

Senator Nixon. That is one that did not go through, however. 

Mr. Sisxrnp. That is right 

Senator Nixon. I understand they were later able to get their loan 
through 

Mr. Siskinp. Private financing, I believe. 

That was a loan, by the way, that I though they should have 
granted. I looked up some law as to the value of a franchise. The 
Railroad Division or the Airplane Division in RFC took the position 
that a franchise could be cancelled the next day after they granted a 
loan and wouldn’t have any value. I showed them a pre ference in 
the Denver-Rio Grande. case, where in another bus line they set’ a 
value, and as a matter of fact had to take up the loan because of de- 
faults and later sold those franchises, which are very, very valuable. 
They are not issued by the ICC any more. 

Senator Nixon. Do you know Mr. Turney Gratz? Do you know 
Mr. Turney Gratz at the national committee ? 

Mr. Sisxinp. Yes, sir. 

Senator Nixon. Do you know Mr. Merl Young? 

Mr. Stsx1np. Yes, sir. 

Senator Nixon. Do you know Mr. Ray Leslie? 

Mr. Sisxrnp. Yes, sir. 

Senator Nixon. Your recollection still is that in no instance did 
anybody at the national committee make arrangements for you to 
contact somebody at the RFC? 

Mr. Sisxrnp. Well, I cannot recall any, s 
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Senator Nrxon. One of the documents on file with the committee, 
of course, which is the diary of Mr. Dunham—you know Mr. Dunham, 
of course? You met him. 

Mr. Sisxrnp. I have been in to see him a number of times. I know 
who he is. 

Senator Nixon. Sure. You have met him. 

Mr. Sisxinp. That. is correct, sir. 

Senator Nrxon. Mr. Dunham’s diary on Thursday, December 29, 
1949, said: 

Mr. Turney Gratz called on Mr. Dunham after the meeting. He telephoned 
later to arrange an appointment for Mr. Max Siskind’s company to see Mr. 
Dunham. Mr. Dunham suggested that Mr. Siskind talk to Mr. Hise. 

Mr. Hise is chairman of the RFC. 

Mr. Sisxinp. If you will check the records, Mr. Gratz was at the 
RFC at that time, not the national committee. I don’t think he went 
to the Democratic National Committee until 1950. 

Senator Nrxon. Did you think he was at the RFC at that time, the 
last of December ? 

Mr. Sisxrnp. I am almost sure my recollection is that he didn’t go 
to the committee until sometime in 1950. I could be wrong. I am 
glad you refreshed my memory in that respect. There is no question 
about it that he arranged that appointment. 

Senator Nrxon. Also in the Willett diary it shows you were in con- 
cerning the Tyson Roller Bearing case. 

Mr. Stsk1np. That is the same one, sir. 

Senator Nrxon. That is the one for which Mr. Gratz made the 
appointment ¢ . 

Mr. Sisxinp. That is right. I think you will find I saw practically 
every director there in a period of 2 or 3 days, if you can refresh their 
memory. 

Senator Nrxon. Mr. Gratz made no other appointments for you / 

Mr. Sisxrnp. None that I recall, sir. I made it a practice not to 
use the name of the Democratic National Committee. I never found 
it necessary. 

Senator Munpr. When did Mr. Gratz go with the national com- 
mittee ? 

Mr. Stsxrnp. I think we could get that information, but my recol- 
lection is 1950, sir. 

Senator Munpr. You were working in the Democratic National 
Committee headquarters during the campaign in 1948, with Mr. Boyle, 
were you not? 

Mr. Sisxinp. That is right. 

Senator Munpr. Was Mr. Gratz working in that headquarters with 
you at that time? 

Mr. Sisxrnp. I do not think so, sir. 

Senator Munpr. You would know whether he were there. You 
and Boyle were working there together. 

Mr. Sisxrnp. I do not think so, but IT have no recollection. He 
might have dropped by to see Mr. Boyle, but I do not have any recol- 
lection of his working there. Let me add this fact, that my work at 
the committee mostly concerned legal problems. So I didn’t come 
into contact with the public or the campaign workers. 

Senater Munpr. You were mentioned rather prominently in the 
Democratic campaign handbook. 
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Mr. Sisxrnp. I am proud of that. 

Senator Munpr. They didn’t minimize your services too much. 

Mr. Sisx1np. I hope to help out next year, too, sir. I think every 
lawyer should help out. p 

Senator Munpr. I have no objection or quarrel with it. I didn’t 
want you to minimize it so much that you fell out of the picture. 

Mr. Siskrnp. Well—enough said. I am rather proud of the little 
bit I did in 1948. There weren’t too many of us, sir. 

Mr. Fuanacan. When did you first become acquainted with Mr. 
James Finnegan ? 

Mr. Sisxrnp. I have no definite recollection, but I have known him 
for years. It could be 4 or 5 years, it could be 3 years. 

Mr. Franacan. Was it prior to the fall of 1948, to the best of your 
recollection ¢ 

Mr. Stsxrnp. I would say so, sir. 

Mr. Fianacan. When did it first come to your attention that 
Mr. Finnegan was in any way connected with the American Lithofold 
Corp.? 

Mr. Sisk1np. The same time I read about American Lithofold’s 
RFC loans. 

Mr. Fianacan. Was that in the Post-Dispatch stories that ap- 
peared earlier in the summer ? 

Mr. Siskrnp. That is right, sir. 

Mr. Fianacan. Are you acquainted with Mr. James Olson, former 
ATU supervisor in New York? 

Mr. Siskrnp. I think I know him, but it would be just like Mr. 
Dunham. He comes from Brooklyn, where I come from, and I 
imagine I must have met him on occasions, but I have no specific 
recollection. 

Mr. Franacan. When did it first come to your attention that Mr. 
Olson had any connection with the American Lithofold Corp. ? 

Mr. Sisx1np. I would say that was a month ago, also by way of 
the newspapers. 

Mr. Franacan. Are you acquainted with Mr. Joseph Nunan, 
former Commissioner of Internal Revenue? 

Mr. Stsxrnp. Yes, sir. 

Mr. Fianacan. When did you first make his acquaintance? 

Mr. Siskrnp. I would say I knew Mr. Nunan a good many years 
from New York. 

Mr. Franacan. You knew him prior to the fall of 1948? 

Mr. Siskrnp. I would say so, sir. 

Mr, Firanacan. When did it first come to your attention that Mr. 
Nunan had any connection with the American Lithofold Corp. ? 

Mr. Stsxrnp. That was also approximately a month ago, when it 
‘ame out in the newspapers. I have lost all track of time. It might 
have been a month anda half. It was only recently. ; 

Mr. FLANAGAN. In any event, you didn’t know Mr. Finnegan, Mr. 
‘Olson, or Mr. Nunan were connected with the American Lithofold 
Corp. until these recent disclosures in the press; is that right? 

Mr. Stskrnp. No question about that, sir. 

Senator McCietian. How many other clients were involved in this 
sale and transaction between you and Mr. Boyle who have retained 
vou and paid you a retainer fee or have since paid you a retainer fee, 
just as the Lithofold company has? 
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Mr. Sisk1np. I would say there were two. 

Senator McC.e.tian. Only two? 

Mr. Sisxinp. That is all, 1 would say. 

Senator McCieitian. Is that two in addition to the one you men- 
tioned this morning where you had a case pending and also a $650-a- 
month retainer ¢ 

Mr. Siskinp. That includes that. 

Senator McCietian. Aside from that one, there is just one more? 

Mr. Sisxinp. That is right, sir. 

Senator McCietian. That has retained vou since ¢ 

Mr. Siskinp. Senator, if I may, can I check that better later? 
These were very short notes and I might be off one or two, and I would 
like to correct the record. 

Senator McCie.ian. If you find you made a statement that was 
incorrect, as far as I am concerned, I am sure the committee would 
want you to have the opportunity to correct it. 

Mr. Siskrnp. Thank you, sir. 

Senator McCietian. I can appreciate in testifying this way, you 
rely on memory and on a hurried check of notes ‘and you might not 
be completely accurate. We want you to be accurate and we will give 
you every opportunity to be so. 

You have probably explained it fully, but I didn’t get the full sig- 
nificance of it, as to just what kind of services you have rendered to 
the Lithofold company since you became retained by it. Of course, 
you were on a stand-by basis. 

Mr. Sisk1np. That is right. 

Senator McCietan. You were ready to serve. That retainer fee 
covers that ready-to-serve basis, 

Mr. Stskrnp. That is correct, sir. 

Senator McC.ievian. In addition to that, can you tell us just what 
services you performed ¢ 

Mr. Sisxinp. None outside of this bit of advice on the claims. 

Senator McC ie.ian. I want to get that in the record. It may be 
in the reeord, but I didn’t get it. ‘What do you mean by that? 

Mr. Sisxrxp. When they first retained—I don’t exactly recall 
whether it was a month or two after—they had several claims against 
the Government for alleged discounts, which the Government had 
taken off for sales they had made to the Government. 

Senator McCetian. On contracts, on sales they had made? 

Mr. Siskrnp. That is right. 

Senator McCetitan. The Government had taken out discounts from 
the contract price, agreed price? 

Mr. Sisxinp. That is right. 

Senator McCetian. They felt they had claims for that against 
the Government ? 

Mr. Siskinp. That is right. 

Senator McCertian. To what extent? To what amount ! 

Mr. Suskinp. My best recollection is that it was $30,000, sir. 

Senator McCerian. Around $30,000? 

Mr. Siskr1np. I have no record of it. 

Senator McCrierian. You say you have no record of it? 

Mr. Stsxrnp. I have no record or definite recollection of it. 

Senator McCetian. You have neither a record nor a recollection of 
it ? 
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Mr. Sisxrnp. That is correct, sir. 

Senator McCettan. So you cannot say what was involved in that? 

Mr. Siskrnp. I am giving you my best recollection. 

Senator McCELLAN. W hat did you say your best recollection was 4 

Mr. Sisxinp. About $30,000. 

Senator McCe.ian. What other consultations did they have with 
you’ What other services did you perform / 

Mr. Stsxrnp. In the latter part of 1950, Mr. Green called me with 
respect to checking at NPA, which was then in the formative stage, 
with respect to how a proposed paper-limitation order would affect 
their company, because they were short in paper and wanted to pro- 
tect their supply of paper. I turned that over to Mr. Parks in my 
office and he looked into the matter. This was a memorandum pre- 
pared and the advice given to Mr. Green and I think he followed it 
up after that. 

Senator McCetian. Were those the only two matters that you have 
been contacted about ? 

Mr. Siskrnp. There is no question about that, sir. 

Senator McCre.ttan. With reference to the claims, can you state 
the number of them that were involved ? 

Mr. Siskrnp. I would say my best recollection is two. I have 
heard since some talk that it involves many others of similar nature, 
but I can only remember talking about two specifically. There might 
have been more, sir. 

Senator McC.Letian. Your best recollection now is that there were 
two and possibly they aggregated $30,000; is that right ? 

Mr. Siskinp. That is right, sir. 

Senator McCLetitan. Did you handle any of those claims or either 


of them’ Did you do any work in trying to colleet them from the 
Government ¢ 


Mr. Siskinp. No, sir. 

Senator McCie.tian. You were only consulted as to whether they 
did have a claim; is that correct ¢ 

Mr. Siskinp. As I recall the question, they did want me to bring 
action in the Court of Claims. First press a claim, I think it was 
with GAO. 

Senator McCrettan. General Accounting Office? 

Mr. Siskinp. I think so. That was the first procedure, and I ad- 
vised against it. Of course, it would have entailed a Court of Claims 
action, because we knew the people in the department concerned were 
standing firm that they were entitled to these discounts. 

My advice to them, as a lawyer, was on a question of good will not 
to press the claims in these small amounts. 

Senator McCietian. Therefore no action was ever taken, no claim 
was actually filed against the Government. 

Mr. Siskinp. That is correct, sir. 

Senator McCietian. You just considered what they presented to 
you in the nature of a claim they thought they had and, after consid- 
ering it, you advised against their taking : any proceedings to estab- 
lish their claim and to recover on it. 

Mr. Siskrnp. That is correct, sir. 

Senator McCietian. The only other advice was looking up some 

NPA orders to see how it affected them regarding paper? 
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Mr. Sisx1np. That is correct, sir. 

Senator McCrietian. You performed those two services for four- 
teen-thousand-some-odd dollars which you received, besides bein 
in a stand-by panne where they could call on you if they w said 
you or needed y. 

Mr. Siskinp. i — ee with you a hundred percent. May I add one 
other thought I have on the subject ? 

Senator McCueuian. All right. 

Mr. Siskinp. I have read about all this money for nothing and I 
checked my standing as an attorney, whether it was proper for me 
to accept this money. I find a long line of cases upholding this pro- 
cedure. 

Senator McCue.ian. There is no question as to the legality of it. 
I think it is perfectly all right if a firm or individual wants to retain 
an attorney who is in business and have him on a stand-by basis to 
consult. Of course, a retainer would imply not to take business 
against them. Sometimes attorneys are primarily employed for the 
purpose of preventing them from taking an adversary’s case in a legal 
conflict. I wanted to get what services had been performed, what 
you had been paid to do and what the retainer fee bought and the 
services it acquired for the company. I think it ought to be in the 
record. That is why I urge you to make a full statement about it. 

Mr. Siskrnp. May I add one other thought, that they had available 
to them a law office with a competent staff that I am rather proud of. 

Senator McCrievian. That is right. 

As I said, they had a stand-by service, which, if they need it, they 
could call on. 

Mr. Sisxinp. That is correct, sir. 

Senator McCietian. There is one other thing I want to know about. 
As I recall, there were six cases on the list or of the numbers that 
had been called off here where the work had been finished, the services 
had been rendered. There was nothing left to do except for the client 
to pay the fee. There were no other services for the attorney, Mr. 
Boyle, to perform or for you to perform in those cases. Am I correct 
in that? 

Mr. Stskrnp. That is correct, sir. 

Senator McC.iecian. I do not know what their total value was. 
That can be calculated. 

Mr. Siskrnp. It is approximately $56,000. 

Senator McCiet.an. Approximately $56,000. I think it would be 
of interest to everyone to know why an attorney who had concluded 
his services in a case, in a legal matter, and there was nothing left 
to be done except for the client to pay the balance of the fee, that that 
would be involved in a transaction of sale such as this. It is perfectly 
legitimate and nothing in the world wrong for Mr. Boyle to accept the 
fee. Why would he sell and include those in a sale of his legal business 
that is unfinished ? 

Mr. Siskrnp. Of course, he had an interest in that because of a 
forwarding arrangement. Some of them were my accounts. I can 
think of that as the only reason. 

Senator McCietuan. Why was it necessary for him to sell his half 
interest even in a joint account for work that was completed? I don’t 
see why that was included. 
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, Siskinp. I don’t know, except we calculated the whole thing, 
= ters stated amounts and some with estimated values, and then, 
of course, we left a little leeway for estimation. 

Senator McCientian. There wasn’t any question as to the value of 
those, was there, where the services had been performed ¢ 

Mr. Siskin. No. 

Senator McCurnan. There wasn’t any question of the inability 
of the clients to pay or insolvency on the part of the client or any risk 
being taken in waiting for the money or collecting it, was there, so 
far as you knew, or so far as you discussed ¢ 

Mr. Sisxrnp. No, sir. But I will tell you what might have hap- 
pened. We knew so definitely what we were attempting to do, so 
far as a complete severance in most of these cases was concerned, in 
which Mr. Boyle had been rendering a statement monthly, “Indebted 
to William M. Boyle, Jr.,” for a stated amount—— 

Senator McCueutan. He had been rendering statements to the 
clients? 

Mr. Stskrnp. He had been rendering statements to most of these. 
On May 1, 1949, I sent the statement out, “Indebted to Max Siskind,” 
with a note on the bottom, “This account has been assigned by Wil- 
liam M. Boyle, Jr., April 20, 1949.” 

Maybe we tried to just be too careful, but I cannot figure any reason 
except we wanted a complete divorcement from the law office, and I 
think Mr. Flanagan saw some of those statements. 

Senator McCievuan. I just can’t see the reasoning or logic for 
selling an account that is good. You know you are going to “collect 
it. I can’t see the reason for it unless you got full value for it. Were 
they carried at full value in your appraisal # 

Mr. Sisxrnp. Yes, sir. We added them all in, sir, and it amounted 
to approximately $410,000. 

Senator McCuietian. That means about $56,000 of it was where the 
work had been done. There wasn’t any contingency. The liability 
had attached and you could ascertain the amount. 

Mr. Siskrnp. There was one of those we never collected on, sir. 
There was a question there. 

Senator McCietitan. How much? 

Mr. Stskrnp. $6,250. 

Senator McCietian. That you have not yet collected on? 

Mr. Sisxrnp. That is right, sir. I have marked it as of no value 
today. 

Senator McCie.tLan. You spoke of Mr. Boyle rendering statements 
to those clients and afterward you rendered statements to them. You 
did have some system, then, of keeping your accounts, both when you 
and Mr. Boyle were associated together on these cases and also subse- 
quent thereto? 

Mr. Stsxrnp. Oh, yes, sir. 

Senator McCrietian. Do you have a ledger as to that? 

Mr. Siskrtnp. Copies of the statements were kept. 

Senator McCixenLtan. How do you know what to send a statement 
out for if you do not keep some books? 

Mr. Siskrxp. That question was covered before with Mr. Bellino. 
A lawyer doesn’t keep his books on an account-receivable basis. He 
keeps his books on a cash basis. In other words, a lawyer doesn’t enter 
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$6,250 in the books which he hasn’t collected at the end of 1949 and 
pay taxes on it, like a merchant would who would have accounts 
receivable. A lawyer keeps it on a cash-system basis and pays the 
taxes when he collects the fees. 

Senator McCiexxan. I can appreciate that, but you do keep records 
of the expected fee to be charged. 

Mr. Stskinp. That is kept in this monthly statement file, which is 
pulled out each first and another statement sent out. 

Senator McCreutian. Did you keep your account with Mr. Boyle in 
the statement file, too? 

Mr. Siskinp. No, sir. 

Senator McCuettan. Then when you sent him a remittance and 
made a record of it in the statement file, did you keep your account 
with him that way? 

Mr. Siskinv. Prior to May 1, 1949, sir? 

Senator McCietxan. All right, both prior and since. 

Mr. Siskinp. Prior to May 1, 1949, we each sent separate bills. As 
I would receive a fee, for instance, and I was the attorney of record, 
I would then give him a check for whatever was due. The reverse 
operation would take place from Mr. Boyle. I think Mr. Bellino saw 
those records where actual cases are named in the checkbooks and so 
much is applied to such and such a case. I might add, it is interesting 
to note that they are odd amounts like $666.66. 

Subsequent to May 1, 1949, Mr. Boyle had no interest in that law 
office whatsoever. 

Senator McCie tian. I can understand that in a law office or in the 
accounts he had sold, and all he had an interest in was getting $150,000 
out of you. 

Mr. Siskinp. That is correct, sir. 

Senator McCie.tian. Therefore, in dealing with that obligation, 
you simply sent checks and didn’t render a statement as to the balance 
due or anything. 

Mr. Siskrnp. That is correct, sir. 

Senator McCLe.tLanp. So you did keep a record of your checks, so 
you could always tell the balance? 

Mr. Stskinp. That is correct. 

Senator McCLe.iAn. That is the way you handled the transaction 
with Mr. Boyle as to keeping a record of your papers ? 

Mr. StskrNp. That is correct, sir. 

Senator McCiet.tan. You had no other system ? 

Mr. Siskinp. That is correct. There is no need to have 1t. 

Senator MceCieiian. I wanted to get clear how the account had 
been handled. 

The Senators have some other questions, perhaps, along that line 
and other lines. 

Senator Mundt. 

Senator Munpr. Mr. Siskind, you have previously testified that 
Mr. Green was employed for about a year as a lawyer by Mr. Boyle, 
associated with you, as an investigator, at a salary of $100 a week. 
Did you pay part of that salary? 

Mr. Sisxrnp. No, sir. 

Senator Munpr. Did you make any use of Mr. Green’s services 
at all? 

Mr. Stskinp. I don’t believe so, sir. 
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Senator Munpr. You saw Mr. Green frequently in the office? Did 


he work on any of these joint accounts that you and Mr. Boyle had 
together ? 


Mr. Siskrnp. No, sir. 

Senator Munpr. I want to get this whole connection you made with 
the American Lithofold Co. through Mr. Green in one place in the 
record. That is one of the vital aspects of this whole study. 

Did you estimate the date approximately when Mr. Green contacted 
you about being retained by American Lithofold Co. ? 

Mr. Sisxinp. It would only be a guess, sir. I have no definite 
lection. 

Senator Munpr. Was it the time he dropped into your office and 
gave you the first $250 check from Boyle, or before that 

Mr. Siskinp. I would say it was around that time, sir. 

Senator Munpr. In other words, the first you knew you were on the 
books of the American Lithofold Co. as an attorney at a retainer of 
$500 a month was when Mr. Green came over and said, “Here is a 
check endorsed by Mr. Boyle to you which is your fortnightly pay- 
ment as retainer for American Lithofold”? Is that right? 

Mr. Siskinp. I don’t know about what they did on the books. That 
was the first time I knew I was retained by them. 

Senator Munr. The first inkling you had, then, that you had a 
new client in St. Louis by the name of American Lithofold—— 

Mr. Siskrnv. That is absolutely correct, sir. 

Senator Munpr. Isn’t that a rather unusual way to get a client, to 
have a man come in and give you a check for $250 from a firm you never 
knew anything about, endorsed by your former law associate, saying 
you are now going to be the attorney for this firm? 

Mr. Siskrnp. I would say it was unusual. 

Senator Munpr. At that time, what did Mr. Green say to you in 
order sort of to resolve the unusuality of it in your mind ? 

Mr. Siskinv. To the best of my recollection, sir, and I might re- 
mind you that this happened about two and a half years ago—he told 
me he had this new client for me. He was rather proud to do me a 
good turn, he thought. I inquired as to what was expected of me in 
the way of legal services in order to determine whether $500 a month 
was reasonable. and at that time he told me about some claims that 
were coming up in the GAO, Comptroller General. I think it was in 
the GAO. And then possible Court of Claims action was involved. 
I said, “Well, if that is all that is involved, I think that is a reason- 
able sum, and I will be happy to serve them.” 

Senator Munpr. He told you at that time, I suppose, that Mr. Boyle 
had been handling that account up until then ? 

Mr. Siskinp. I believe so, sir. I would have known it from the 
check. 

Senator Munpr. You are sure of that, aren’t you? 

Mr. Sisxrnp. I am not sure of that, sir. 

Senator Munpr. Didn’t you wonder why the check was made out 
io Mr. Boyle rather than to vou? You were the attorney. 

Mr. Siskinp. No; I didn’t wonder about that, sir. 

Senator Munpr. You didn’t inquire about it? 

Mr. Stsxrnp. I don’t think I inquired about that, sir. 
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Senator Munopr. After all, you knew he was the man who had 
worked for Mr. Boyle in your joint office for a year. You knew that 
to bea fact. He brought you a check, made out to Mr. Boyle, endorsed 
by Boyle to you. It certainly seems clear to me you must have un- 
derstood this was a transfer of the retainer Boyle had had to you. 

Mr. Siskinp. You haven’t asked me before what was my under- 
standing. My understanding was that Mr. Boyle was not practicing 
law any more and he couldn’t handle that account. 

Senator Munpr. And was turning it over to you? 

Mr. Sisxinp. I don’t think he could have turned it over to me, sir. 

Senator Munpr. He turned the endorsed check over to you. 

Mr. Sisxinp. I don’t think Mr. Boyle did, sir. 

Senator Munpr. What made you think Mr. Boyle was giving that 
$250 for? Was that part of the payment? Did you credit that on 
the books as against the $150,000¢ Why was he giving you that, if 
he wasn’t turning it over to you? 

Mr. Sisxrinp. I think there are three or four questions there. I 
want to get them all straight. 

Senator Hory. Will the reporter please read the question. 

(The pending question was read by the reporter. ) 

Mr. Siskinp. Will you ask them one at a time? 

Senator Munpr. Will you read them one at a time, Mr. Reporter? 

(The question was read by the reporter as follows :) 

What made you think Mr. Boyle was giving that $250 for? 


Mr. Siskinp. I am positive it was because of Mr. Boyle's desire 
to discontinue the practice of law. 

Senator Munpr. He could discontinue the practice of law without 
giving you a check for $250, couldn’t he? 

Mr. Siskinp. If you mean, should he have accepted it and put it 
in his account, would it have been practicing law ? 

Senator Munpr. I am trying to find out why he gave you the check 
for $250, in your mind. 

Mr. Sisxrnp. I explained that. 

Senator Munopr. | can’t see how that is connected with disassoci- 
ating himself from the practice of law. 

Mr. Sisxinp. I believe you asked my why I got the check. I tried 
to answer that to the best of my ability. I believe it was because Mr. 
Boyle was disassociating himself from the practice of law. 

Senator Munpr. Read the next part. 

(The question was read by the reporter as follows:) 

Was that part of the payment? 

Mr. Sisxrinp. That was not, sir. It was not part of the payment 
on account of my indebtedness to him, as a result of our agreement 
for me to buy his interest in the law practice. 

Senator Hory. Read the next part of the question. 

(The question was read by the reporter as follows :) 


Did you credit that on the books as against the $150,000? 


Mr. Siskrnp. It had nothing to do with the $150,000. 
(The last portion of the question was read by the reporter as fol- 
lows :) 


Why was he giving you that, if he wasn’t turning it over to you? 
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Mr. Stsxinp. He wanted to disassociate himself from the practice 
of law. At least that is a guess on my part, sir. 

Senator Munpr. Ruth, will you hand this check to Mr. Siskind, 
please. I would like to have you examine the signature on the back 
of that check and tell me whether that is in your handwriting. 

(The check was handed to the witness. ) 

Senator McCietian. May I inquire for the record: Is that the 
same check you have Soh inquiring about ¢ 

Senator Munpr. You may identify the check by its number. 

Mr. Siskinp. It is check No. 1210, dated May 15, 1949. 

No; that is not my handwriting. 

Senator Munptr. Whose handwr iting is that? 

Mr. Siskinp. I believe it is my old secretary , Sir. 

Senator Munpr. Is there a Mr. Sam Siscon that you know about? 

Mr. Sisk1np. No, sir. 

Senator Munpr. Y ou think that your secretary signed that name of 
Sam Siscon to that check and typed out “for deposit only” to your 
account ¢ 

Mr. Siskinp. That is correct, sir. 

Senator Munpr. That would be a note that was typed in your office 
by your secretary and then she signed it ¢ 

Mr. Sitskrnp. There is no question about that, sir. 

Senator Munpr. The check you have just been looking at, Mr. 
Siskind, is the first check that was made to your account through S yarn 
Siscon instead of Mr. William Boyle. There are three such “chec ks. 
The first one is May 15, 1949, to Sam Siscon. Each is signed in the 
same handwriting that you say is that of your old secretary. The 
second one also has typed “for deposit only, Max Siskind, Liberty 
National Bank.” The third has a rubber stamp “for deposit only, 
Max Siskind.” 

Inasmuch as you had been hired as a lawyer on retainer for the 
company by Mr. Green and you knew him well for a long period of 
time, I am wondering why—what your explanation is—these checks 
were made to Sam Siscon instead of Max Siskind. 

Senator McCietitan. The committee will have to stand in recess 
for 15 or 20 minutes. 

(Short recess taken.) 

Senator McCietian. The committee will come to order. 

Mr. Siskind, please come forward. 

Mr. Siskinp. Yes, sir. 

Senator McCietian. All right, Senator Mundt. 

Senator Munpr. I believe I had ust asked Mr. Siskind a question. 
Will you please read it. 

(The following question was read by the reporter :) 

Senator Munpr. The check you have just been looking at, Mr. Siskind, is 
the first check that was made to your account through Sam Siscon instead of 
Mr. William Boyle. There are three such checks. The first one is May 15, 1949, 
to Sam Siscon. Each is signed in the same handwriting that you say is that 
of your old secretary. The second one also has typed “for deposit only, Max 
Siskind, Liberty National Bank.” The third has a rubber stamp “for deposit 
only, Max Siskind.” 

Inasmuch as you had been hired as a lawyer on retainer for the company by 
Mr. Green and you knew him well for a long period of time, I am wondering 


why—what your explanation is—these checks were made to Sam Siscon instead 
of Max Siskind. 
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Mr. Siskrnp. As I have said before, I honestly don’t know why, 
except I did bring it to Mr. Green’s attention and I understand he 
took steps to correct it. 

_ Senator Munpr. The point I am trying to establish—and I think it 
is In your own interest—is that it is quite apparent at that stage of 
yur relationship with the American Lithofold Co. you had no contact 
w.th the officers of the American Lithofold Co., you were a complete 
stranger to them, so much so that they could neither spell your last 
name nor could they use your right first name. Consequently, there 
was nothing in writing between the two of you whereby they could 
draw a check in your favor properly. Would you assume that was a 
correct statement of your affairs? 

Mr. Sisxrnp. I don’t know if I follow you there, sir. I know it is 
important, Senator. I don’t know why it was done. 

Senator Munpr. It must follow from the fact that it was done that 
you had had no previous correspondence with this concern because they 
couldn’t spell your last name and didn’t know your first name; is that 
correct ? 

Mr. Stskrnp. That is a correct assumption, sir, I think. 

Senator Munpr. So far as you are concerned, you were such a com- 
plete stranger to the American Lithofold Co. when that first check 
was drawn that they didn’t know whether your name was Siscon or 
Siskind, and they had your first name completely wrong. 

Mr. Siskrnp. I would say I was a complete stranger to the company 
at that time. 

Senator Munpr. From that it seems to me certain things follow 
rather clearly. ‘The first is that as of the 30th day of April 1949 
Mr. William M. Boyle, insofar as the American Lithofold Co. was 
concerned, was still their attorney in Washington, because they had 
made this check payable to him rather than to you. 

Mr. Siskinp. [ think that is an incorrect assumption, sir. 

Senator Munpr. Then why would they be paying Mr. Boyle a $250 
check ¢ 

Mr. Stskinp. I don’t know why, sir. 

Senator Munpr. That raises a great many ramifications and possi- 
bilities. If they are paying it, at that time they were not paying the 
national democratic chairman a $250 check for anything else than 
past legal fees. 

Mr. Stskrnp. At that time he wasn’t the Democratic national chair- 
man, 

Senator Munpr. On April 29? 

Mr. Stskrnp. I am sorry, sir; that is correct. I was thinking of 
these February checks. 

Senator Munpr. So in the minds of the American Lithofold Co.— 
Mr. Boyle may have had another arrangement in his own mind— 
when they made this check payable, it was a continuation of the fort- 
nightly checks of $250 they had been paying, not for him to do some- 
thing as a Democratic national chairman. 

Mr. Sisxrnp. I am sorry, but I cannot assume those facts without 
knowing the whole picture. 

Senator Munpr. If you have any evidence to the contrary, I want 
you to put it in the record. 

Mr. Sisxtnp. As I have explained before, the evidence to the con- 
trary is the fact that Mr. Boyle had determined to completely sever 
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his connections with my law office and I have already testified to that 
fact. I have said that was contrary to the evidence, sir. That an- 
nouncement was made public. I do not know the date it was, but there 
was a public announcement, sir. 

Senator Munpr. But as against that, is it a fact that the $250 check 

ou received after he was Democratic national chairman, was endorsed 
i him, taken by his former employee and legman, Mr. Green, to your 
office, and given to you with the surprise announcement, “Here is a 
new retainer. You are now being retained by American Lithofold at 
$500 a month. Here is payment No. 1”? 

That is your testimony. 

Mr. Siskrnp. That is not my testimony. 

Senator Munpr. Correct my errors in that. 

Mr. Sisxrnp. I don’t think that is fair, Senator. 

Senator Munpr. If I have misstated the situation, I want you to 
correct it. That is the way I understand it from your testimony. I am 
not trying to do you an injustice. 

Mr. Sisx1np. If you will read the question, I will try to correct it. 

(The question was read by the reporter. ) 

Mr. Sisxinp. Senator, I firmly am of the belief that there is no 
evidence in the record of every statement you made in that question. 
How can I refute everything you said ? 

Senator Munpr. I built that question entirely from what I under- 
stood you to have told us in your sworn testimony. 

Mr. Sisxrnp. Did I tell you that Green was a legman ? 

Senator Munpr. Omit that part of it. 

Mr. Siskrnp. Go into every part. 

Senator Munpr. If you object to my calling him a Jegman, I will 
say Mr. Cecil Green. 

Mr. Sisxrnp. That is the only misstatement I have pointed out, but 
I am sure there are others. 

Senator Munpr. Read the statement again, but we will now omit 
about Mr. Green being a legman. 

(The question as amended was read by the reporter.) 

Mr. Sisk1np. I would say that was a very general characterization 
of what I have testified to except for the “surprise announcement.” 

Senator Munpr. I think you did testify it was a surprise to you. 
You knew nothing about it before. If that is in error, we can correct 
it. 

Mr. Stsxinp. The announcement that he was Democratic national 
chairman ? 

Senator Munpr. The announcement that you were getting the $250 
check as a retainer. ; 

Mr. Stsxrnp. I honestly felt you were talking about the announce- 
ment that he was chairman. 

Senator Munpr. You know now. 

Mr. Sisxrnp. Well, I will accept the surprise qualification and say 
that is correct. 

Senator Munpr. It is now a statement of your testimony, since you 
have taken out the characterization that Mr. Green is a legman and 
I have withdrawn that. 

Mr. Siskrnp. I hope you are recognizing the fact that I want to get 
your questions properly. 
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Senator Munpr. Having had them read to you with great consist- 
ency, [hope so. We want them correct. 

(Senator Hoey resumed the chair.) 

Senator Munpr. Having established that fact, when Mr. Green 
brought you that check it was then a negotiable piece of paper, just 
like a $250 Government bill would be, if there was such an animal, 
made out to Mr. Boyle. It was endorsed by Mr. Boyle. It could have 
been cashed by anybody coming into possession of that check. 

Mr. Stsxrnp. I safely can say as a lawyer that that was a negotiable 
piece of paper. Mr. Boyle didn’t quality his endorsement and say 
without recourse or payable to a certain person. 

Senator Munpr. It was not endorsed over to you or anybody else. 
It was just endorsed. 

Mr. Siskinp. There is no question that it was a negotiable check. 

Senator Munpr. So it came into your possession ‘either because 
Mr. Boyle had said to Mr. Green, “Go over and have Mr, Siskind 
take this account. I am in politics now and I can no longer represent 
the company,” or it came into his possession as a satisfaction of some 
obligation to Mr. Green owed him by Mr. Boyle; isn’t that correct? 

How else could it come into his possession ¢ 

Mr. Sisxrnp. I don’t know in respect to those two theories just what 
the thoughts were as you expressed them. 

Senator Munpr. It is very important that we find out. 

Mr. Stskinp. I am sorry, but I wasn’t there. 

Senator Munpr. You came into possession of $250. 

Mr. Stskrnp. Yes, sir. 

Senator Munpr. We want to know whether that $250 came to you 
from Mr. Boyle, came to you from Mr. Green, or anybody else, and 
what for. 

Mr. Siskrnp. It is only a recollection, Senator, but I said before I 
had no notes, and this happened 214 years ago. My recollection is 
that Mr. Green brought me the check. That is my best recollection. 
It was endorsed by Mr. Boyle. Mr. Green told me that he got me 
this new account. Then we went into what it entailed in the way 
of legal services, which I have already explained. 

Senator Munpr. Go ahead. I want to find out why he told you 
he was paying you with a negotiable piece of paper made negotiable 
by Mr. Boyle. 

Mr. Siskrnp. He said, “This is your first payment.” 

Senator Munpr. Why did it come from Mr. Boyle instead of Amer- 
ican Lithofold? 

Mr. Stsk1nv. I understood it was because Mr. Boyle was no longer 
their attorney, because he didn’t want to practice law. This is just au 
guess. Rather than send the check back and have a new one issued, 
Mr. Green received permission to turn over Mr. Boyle’s endorsed check. 
That is also a recollection. 

Senator Munpr. You also understood, I am sure, from the relation- 
ship that you had with Mr. Green and he had with Mr. Boyle—you 
yourself had with Mr. Boyle—that Green had come to you instead of 
one of the other 2,500 attorneys in Washington because Boyle sug- 
gested that he see you about taking over that account. 

Mr. Siskrnv. That could have been possible. 

Senator Munpr. We assume that. 
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Let me ask this question. You say you have been practicing law 
for 24 years. In that 24 years have you ever had a similar axpet lence 
where you received a check from an unknown company for $250 say- 
ing, “You are now on our payroll for a retainer of $500. Here is 
payment No. 1”? 

Mr. Stskinp. None that I can recall. 

Senator Munpr. You have no standing practice, have you, that you 
will take a retainer from anybody who wants to get you at $500 a 
month ? 

Mr. Siskinp. What do you mean by “get you?” 

Senator Munpr. Get you to be their attorney for a retainer of $500 
a month. Iam sure you don’t. I don’t want to put words into your 
mouth. I imagine you are not. 

Mr. SiskIND. May I have that question again ¢ 

Senator Munpr. I will ask it again. You have no standing ar- 
rangement that is well known around the business community that 
Max Siskind can be secured as an attorney for anybody at a retainer 
of $500 a month, have you’ 

Mr. Siskinp. I hope not, sir. 

Senator Munpr. I hope not, too. It is quite unusual. 

Mr. Siskinp. There is no question about it. 

Senator Munpr. Somebody comes around and says, “You are - 
man. ‘This is the amount of your retainer. Here is payment No. 
You accept it from a firm that doesn’t know whether your name is Max 
or Sam and cannot spell your last name. 

Mr. Siskrnp. It woudn’t be unusual for a friend of mine to recom- 
mend me as the attorney. I have already said the way the transaction 
occurred it was unusual. 

Senator Munpr. The only way it could make it different from 
unusual is that your own law associate, Mr. Boyle, had said to his 
employee, Mr. Green, “Go over and tell Max” 

Mr. Siskrnp. He would have called me Max. 

Senator Munpr (continuing). “Go over and tell Max that I used to 
have this account. I cannot handle it any more. He better take it 
over. Here is the first payment.” 

That is the only rational explanation. If you have another one, 
I will accept it from you. I want to hear it from you. 

Mr. Sisxrnp. As I said, I wasn’t there. 

Senator Munpr. You weren’t there? 

Mr. Siskinp. I wasn’t there at the time he spoke to Mr. Green about 
the check, so I don’t know what he said. But that was possible, sir. 
I cannot answer you definitely as to what took place at the time. I 
wasn’t there and I do not know. 

Senator Munpr. Some facts we do know. We can put those to- 
gether one by one. You are an attorney of good reputation in Wash- 
ington, you will not deny that. You are an attorney who never has 
the reputation of being available to do business for anybody at the 

ate of $500 a month. In 24 years’ experience nobody before has ever 
come in and given you $250 by a personal messenger saying, “Here is 
your first payment. You are our lawyer. We are paying you $500 a 
month.” You deposit the check and say, “I will do it.” That has 
never happened before; is that right ? 

Mr. Siskrnp. I will say not that I recall. 
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Senator Munpr. I am sure if it was as unusual as I think it is, you 
would recall it. 

Mr. Stskrnp. I can’t recall that situation, as you just explained it, 
ever coming up with me before. 

Senator Munpr. That is the point I am getting to. 

Mr. Siskinp. That is correct, sir. 

Senator Munpr. Consequently, when a man comes in with this 
negotiable piece of paper, which is no longer Mr. Boyle’s check, it 
is Mr. Green’s check after it had been endorsed, it could have been 
given to you or anybody else, and it logically follows that he came 
over under the circumstances I described. I think we should have it 
in the record, if it makes sense to you as it does to me. If my deduc- 
tions are wrong, in error, correct me. 

Mr. Stskrnp. When you start out a sentence with the word “conse- 
quently,” I do not think it is fair to me. 

Senator Munpr. As a consequence of your experience, the fact is 
that it never happened to you in 24 years. The fact is that you were 
not recognized in the legal profession as a lawyer who would act for 
$500 a month. I say there had to be something of a relationship be- 
tween you and Mr. Boyle or you would not have accepted this check. 

Mr. Siskinp. I demand one bit of evidence in this record of what 
you say. I absolutely deny any relationship between Mr. Boyle and 
myself that might give any connotation or any inference with respect 
to this transaction such as you imply. I have already testified—if 
once, eight times—what took place. I do not think I should be sub- 
jected to the type of questions you are putting. I do not think it is fair. 

Senator Munpr. | don’t see anything wrong with the testimony 
being put together in that way. 

Mr. Sisxinp. I think it is wrong for you to make a speech like that 
and put connotations in it that are not in the record. 

Senator Munpr. You have a perfect right to make any corrections 
you want if I am in error. 

Senator McCuetLan. Will you yield to me at this point. I am not 
trying to make a speech to you. I can appreciate that this check 
came in to Mr. Boyle after he severed his relations as an attorney. 

Mr. Siskinb. That is correct. 

Senator McCiextxian. I don’t know whether it could be said that 
the company at that time, when it sent the check to Mr. Boyle, knew 
that he was in a position where he could no longer represent them. 
Boyle received the check. After receiving it, the question arises 
whether Boyle or Green consulted with this company before this 
check was sent to you. 

Mr. Siskrnp. I believe that is a fact, sir. 

Senator McCiettan. Do you have any knowledge whether they 
conferred with any representatives of the company ¢ 

Mr. Sisxrnp. I don’t know, sir. 

Senator McCietian. As to what to do with the check ? 

Mr. Siskrnp. I do not know, sir, except that Mr. Green said he 
got me this account. 

Senator McCievian. Do you have any information as to whether 

he got you the account from the company initially, that he was over 
there at the time with the implied consent of the company or at the 
direction of the company or some representative of the company, 
someone having authority ? 
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Mr. Siskinp. I am sure of that, sure. 

Senator McCie.ttan. That he came over there as a representative 
of the company and presented you the check and not as a representa- 
tive of Boyle in presenting you ‘the check? 

Mr. Siskin. That is correct, sir. 

Senator McCienian. And retainer? 

Mr. Siskinv. That is correct, sir. 

Senator McCuetLan. Which is correct ? 

Mr. Siskinp. That he came to me as a representative of the com- 
pany. 

Senator McCiettan. Was Green at that time also employed by the 
Lithofold Co. ? 

Mr. Siskrnp. I believe so, yes, sir. 

Senator McCie.Lan. Do you know whether he was or not? We 
can get that information, but I think it is mportant in this connec- 
tion. 

Mr. Siskinp. I believe I know that as a fact at that time. 

Senator McCuetnan. That Green was at that time himself em- 
ployed by the company ¢ 

Mr. Siskinv. That is correct, sir. 

Senator McCieLLan, Was it within the purview of the scope of 
his employment to select other attorneys with the company without 
consulting them about it? 

Mr. Siskrnp. He may have. He gave me that understanding. 

Senator McC.ie.ian. He gave you that understanding, that he had 
a right to select another attorney without conferring with the com- 
pany about it first ¢ 

Mr. Siskinp. I am not sure about conferring first, but he gave me 
the understanding that this had been cleared with the company, with 
the superiors, and I would have this account. 

Senator McCietitan. Let me ask you a little further. What did 
you do after receiving the check besides endorsing it and depositing 
it, to take the matter up with the company to get a confirmation of 
your retainer ¢ 

Mr. Stsxrinp. I did nothing except I kept receiving the checks. 

Senator McCrettan. You wrote no letter saying, “This confirms 
the agreement I had with your representative today” ? 

Mr. Stskrnp. I did not. 

Senator McCie.ian. You have no letter from them back saying, 
“T am glad to know that you accepted employment and that we are 
now placing you on our rolls”? 

Mr. Stskrnp. There is no such record. 

Senator McCie.xian. Is that not quite unusual ? 

Mr. Sisxrnp. I would say it is, sir. 

Senator McC.ietitan. Then it resolves itself into whether Green 
had instructions from the company, whether they knew it at the time, 
or would have a right to retain you or employ you or whether Mr. 
Boyle, having received the check and not wishing any longer to en- 
gage in the practice of law, simply sent it over by Green, endorsed 
it, and sent it by Green, and said, “Tell Max to handle the thing. He 

“an have this check. It i is the regular retainer fee that comes in every 
2 weeks. It amounts to $500 a month. This will be a new client for 
him.” Or something to that effect. 
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Which way, in your judgment, as a party to the transaction, did it 
happen? 

Mr. Sisxrnp. I recollect reading testimony that Mr. Blauner did 
QO. K. my retainer after Green requested it from him. 

Senator McCietian. Was that after you had the check ? 

Mr. Siskrnp. I think before. Iam not sure. I know that is in the 
record. I do know this: that the checks used to be mailed to Mr. 
Green’s office, and I am sure Green had the check first and then re- 
ceived clearance, at least to the best of my recollection, and then I 
think what took place—and this is only a guess, too—he had Mr. Boyle 
endorse it and then brought it to me. I know the checks at that time 
used to come to Mr. Green’s office. 

Senator Munpr. At which time? 

Mr. Sisxrnp. I would say for months. 

Senator Munpr. Before you were connected with it? 

Mr. Siskrnp. From the time I was connected with it the checks 
used to come into Green’s office and then either mailed to me or deliv- 
ered, or some such procedure. 

Senator McCiei.an. There wasn’t any reason for the company to 
send this check to Boyle to Green’s office? 

Mr. Siskrnp. I asume they follow the same procedure in sending 
Mr. Boyle’s check to Mr. Green’s office. I am talking about the last 
one that was mentioned. 

Senator McCie.ian. I think it is important that this be cleared 
up. I can well appreciate if Boyle received the check and he sold 
the business to you and was no longer present practicing law, he might 
have handed it to you. 

Mr. Stskrnp. That is possible. 

Senator McCLe.ian. I don’t see so much wrong in it. You took 
his whole business. 

Mr. Stskinp. I admit it is unusual. 

Senator McCietian. He could have endorsed it over to you and 
said, “Here, you take over this business if it is satisfactory with the 
company. 

Mr. Stsxinp. That might have happened, sir. 

Senator McCretian. Or he could have endorsed the check to any- 

one else, whoever they employed ? 

Mr. Stsxinp. That is correct, sir. 

Senator Nixon. Are you testifying, then, that it is possible that Mr. 
Boyle may have told you that? 

Mr. Sisxtnp. That is possible. 

Senator Nrxon. That Mr. Boyle then said, “I am giving you this 
retainer”? He did turn over this? 

Mr. Stskinp. My understanding of Senator McClellan’s question 
was: Is it possible that Mr. Boyle told Mr. Green? 

Senator McCietian. The point I am making should be cleared up. 
It is whether Boyle acted on his own initiative in sending this business 

to you or whether Green or Boyle, one or the other, consulted the 
company about it. They didn’t know you, obviously. They prob- 
ably had never heard of you. The company hadn’t. Did Boyle or 
Green recommend that the company employ you to take Boyle’s place 
as their attorney? 

Mr. Siskinp. Let me put it this way, Senator. I would hate to 
think that Mr. Boyle wouldn’t recommend me if the question arose. 
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Senator McCietian. What I am trying to. find out is which one 
recommended you. The company didn’t know you. 

Mr. Siskinp. I wouldn’t be surprised that Mr. Boyle recommended 
me. 

Senator Horry. The evidence is that Mr. Green testified that he con- 
ferred with the company, recommended Mr. Siskind, and was author- 
ized to employ him and he got the check from Mr. Boyle and gave 
it to him. 

Senator McC.Letian. That being in the record, I apologize for tak- 
ing up this time in questioning Mr. Siskind. 

Senator Munpr. Before we get off this matter, Mr. Chairman, I ask 
that we insert into the record at this time the four checks in question. 

Mr. Franacan. All those checks are in the record. 

Senator Munpr. I want those mentioned at this point. 

Senator Munpr. Check No. 1 is No. 1135, dated April 30, 1949, 
made out to William M. Boyle, endorsed by William M. Boyle, and 
typed at the bottom, “For deposit, account Max Siskind, Liberty Na- 
tional Bank.” 

Then the next check is 1210, made out 15 days later, May 15, 1949, 
to Sam Siscon, endorsed Sam Siscon, in the handwriting of w hat we 
are told is Mr. Siskind’s former secretary, and the typewritten legend 
below, “For deposit only, account Max Siskind, Liberty National 
Bank.” 

It is apparently by the same typewriter and in the same manner as 
the typing on the previous check. I would point out there was no 
lapse of time. It was a continuing account as far as the American 
Lithofold was concerned. 

The next check following the one of May 15, was No. 1265, dated 
June 1, 1949, again to Sam “Siscon, endorsed in the same handw riting 
as the previous s check, Sam Siscon, apparently by Mr. Siskind’s for- 
mer secretary and in the same typewritten legend and in the same 
manner, “For deposit only, Liberty National Bank.” 

Then we have the check dated June 15, 1949, check No. 1532, made 
out to Sam Siscon, endorsed in the same handwriting, and in the 
back a rubber stamp, “For deposit only, S am Siscon. 

Fifteen days after that we have the first check made out directly 
to Max Siskind. I think that is important in pointing out that in 
the minds of the American Lithofold Co., at least, their attorney here 
was a Mr. Sam Siscon with whom they had no relationship and no 
direct, connection. 

Senator Nixon. Mr. Siskind, getting back to this yellow sheet of 
paper which I think we descr ibed this mor ning. I understand that 
document was drawn up in your or Mr. Boyle’s office. 

Mr. Siskrnp. My best recollection was that it was prepared around 
the end of April after my reviewing the files and everything. 

Senator Nixon. Was Mr. Boyle present when it was prepared ? 

Mr. Siskrinp. I would say part of the time it was being drawn. 

Senator Nixon. Was it in your handwriting ? 

Mr. Sisxrnp. Yes. 

Senator Nixon. You think he was present part of the time while it 
was being prepared ? 

Mr. Siskin. It is possible. I can’t say that definitely. 

Senator Nixon. Was the piece of paper the basis of the discussions 
you had with Mr. Boyle? 
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Mr. Sisxrnp. Yes, sir. 

Senator Nrxon. As far as any other documentary evidence is con- 
cerned, there is nothing covering the transaction ? 

Mr. Sisxrnp. That is right. That is not really documentary evi- 
dence. It was just prepared as to the cases involved, an estimated 
value. 

Senator Nrxon. That is right. That is the way you determined 
how much you orally agreed to pay. 

Mr. Stskinp. That is correct. 

Senator Nixon. As I understand, from your testimony this morn- 
ing, you wouldn’t, of course, advise a client to make a $150,000 trans- 
action with no written memorandum, would you ¢ 

Mr. Siskinp. I would not, sir. 

Senator Nrxon. Let us suppose, for example, if you had died, Mr. 
Boyle couldn’t collect from your estate, could ‘the, on this account? 

Mr. Sisxrnp. Well, now—— 

Senator Nrxon. You know what the law is. He couldn’t collect 
because only two of you were present, weren’t there ? 

Mr. Stskrnp. It is not a question of law. I think if you will check 
with any bar association, he had a certain interest in those matters and 
whoever would have succeeded in handling those cases would have 
to satisfy his lien. 

Senator Nixon. If the transactions had been reduced to writing, 
there would have been no question about it, would there? 

Mr. Sisxrnp. That is right, sir. 

Senator Nixon. There might have been some litigation if it hadn’t 
been reduced to writing because of the difliculty of establishing the 
evidence that you agreed to pay him $150,000. 

Mr. Sisxrnp. That is very possible, Senator. 

Senator Nrxon. Of course, it is possible. 

Mr. Siskinp. But may I add this one point. I want to defend my- 
self as a poor lawyer. I know that is not proper. But I had dealt 
with Mr. Boyle for over 4 years on the same basis. There wasn’t any- 
thing in writing. Most of these cases were practically fixed evalua- 
tions. 

Senator Nrxon. Mr. Siskind, I am perfectly aware of the fact that 
many lawyers enter into partnerships without having any written 
agreements between them and you are referring to that. 

Mr. Sisx1np. That is right, sir. 

Senator Nixon. But we are talking about an altogether different 
thing. We are talking about an agreement by which you purchased 
Mr. Boyle’s law practice. 

Mr. Sisxinp. That is correct. 

Senator Nrxon. At least that is what you thought you were doing. 

Mr. Siskinp. That is right. 

Senator Nixon. You purchased that law practice for a large sum, 
having paid $100,000 and $50,000 still to be paid. 

My point is this: From the standpoint of that particular obliga- 
tion, that would be an obligation against your estate in the event you 
were to die and Mr. Boyle were to bring action against your estate, or 
vice versa, if Mr. Boyle would pass away, whether you would have 
to pay his estate. 
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You would agree there would be a question about that, wouldn’t 
you? ' 

Mr. Siskinp. I will agree with you, there would be a very serious 
question. 

Senator Nixon. A very serious question ? 

Mr. Siskinp. As to effectuating that agreement. 

Senator Nixon. Because of the statute of fraud? 

Mr. Sisk1np. That is correct, sir. I do not know about the statute 
of frauds in the District, but the fact 

Senator Nrxon. I mean the District of Columbia. I assume whether 
we have a codified law or a code, and you may be thinking of the New 
York situation, but in any event, there would be a question, we will 
admit that. 

Mr. Sisxrnp. I can now see that it was not the proper thing to 
do. 

Senator Nixon. You could see it at the time, could you not; I mean, 
would you not anticipate with $150,000—how many transactions of 
that type have you made in your life, Mr. Siskind ¢ 

Mr. Sisxinp. Well, once again I must tell you, Senator, that we 
almost handled that much in the 4 years I have been associated with 
him without a scrap of paper. 

Senator Nixon. Just a moment. 

Mr. Siskrnp. Under similar arrangements. 

Senator Nixon. We have already agreed that it is very different, 
have we not, when you are in a partne ership arrangement than when 
you are in effect purchasing out the partnership ¢ 

Mr. Siskinp. There is no question about it being different, but I 
am trying to explain my thinking at the time. 

Senator Nixon. That is right 

Mr. Stskinp. That we had a similar arrangement with cases, 
and there was not any papers. So maybe it did not strike me why 
we had to reduce it to writing. 

Senator Nixon. What would have happened had Mr. Boyle, due to 
the fact that in political life there are variations, as we all recognize— 
what would have happened if Mr. Boyle had decided to resign this 
national chairmanship and had gone back into practice? What 
would you have had against him since your agreement did not provide 
for that, did it? 

Mr. Siskinp. Well, I think, and I know Mr. Boyle had stated—— 

Senator Nixon. I would like to pursue this question to an answer. 

Senator Hory. That is a vote over in the Senate. We will have to 
suspend. We will be away for a while, but we will come back after 
we have gone over and voted. 

( Recess. ) 

Senator Hory. The committee will come to order. 

Senator Nixon, you were examining. 

Senator Nixon. When the committee recessed, Mr. Siskind, I was 
questioning you concerning the transaction in which the sale of the 
Boyle law practice allegedly took place. You pointed out that the 
only memorandum which represented the transaction was the yellow 
sheet, a legal sheet, I assume? 

Mr. SiskiNp. That is correct. 

Senator Nixon. A piece of.paper listing 23 cases. You find, too, 
that we had developed that there would have been a grave question 
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whether or not in the event of your death Mr. Boyle would have had 
any rights against your heirs or your successors on the basis of such 
a memorandum. 

Mr. Siskinp. Well 

Senator Nixon. And Mr. Boyle—let me finish and you can com- 
ment in a moment—in the event of Mr. Boyle’s death, there would 
be considerable doubt as to whether you would have any obligation 
to pay him, that is, his heirs. I think we, also, pointed out that 
as far as Mr. Boyle leaving the national committee and reentering 
the practice of the law is concerned, there was nothing, as far as a 
writing was concerned, which would have prohibited him from doing 
so. You had something you wanted to say ? 

Mr. Sisxrnp. I wanted to point this one fact out when you said 
grave doubt. I said it might present a legal problem, but the fact of 
the matter is there is some misunderstanding. This was not a new 
man coming into a law business. 

Senator Nrxon. Let me put it this way. 

Mr. Sisxrnv. These were cases in which practically the interest— 
the price agreed on—was already established by liens and by agree- 
ments. 

Senator Nixon. Let me—— 

Mr. Siskinp. So that 

Senator Nrxon. Let me just suggest this, Mr. Siskind. I think 
with the press here and the members of the committee that you and I, 
if we were to argue the legal points would not probably serve any 
point except possibly to convince neither of us that the other was 
correct, but I do think that—let me just make this one suggestion, 
however—any time that you would like to attempt to process a claim 
against an estate for $150,000 not evidenced by any writing, you let me 
know. 

I have handled estate tax work for 10 years. I know something 
about it. I am not an expert in that, but I think I know something 
about it. 

I think that you will find that as far as this particular transaction 
is concerned there would be a very grave doubt and I think I would 
be very charitable in saying that there would be any doubt at all 
that you would be able to process that against the estate of the person 
who had died. 

Mr. Siskinp. Well, see, that is the one point I cannot seem to get 
over, sir. That was not something new. His interest, his liens, his 
50-50 interest, as Mr. Flanagan put it, was already established in the 
files. The clients had come to him in a great many cases, he had done 
work in a great many cases. The same thing applied tome. And he 
had done some work in some of these cases. This was not—if it was 
something new 

Senator Nixon. Very well. 

Mr. Sisxrnp. I do agree with you. 

Senator Nrxon. Very true. 

Mr. Siskin. But the lien in all of these cases 

Senator Nrxon. That is true. 

Mr. Siskrinp. Practically speaking, was already established and 
the matter of record. And if there was any question about my dying, 
there was a very good chance that Mr. Boyle could have gotten more 
out of those cases because of that estimated valuation. 
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Senator Nrxon. Very true. 

Mr. Sisxinp. That is the only distinction I make. 

Senator Nixon. Let us bear in mind this point—that as you ad- 
mitted a moment ago, a written memorandum signed by Mr. Boyle 
and yourself would ‘certainly have facilitated the situation. 

Mr. Siskrnp. No question about it. 

Senator Nixon. Would it not? 

Mr. Sisxrnp. No question. 

Senator Nixon. You would rather go into court against an estate 
in that instance, would you not, if you had to—— 

Mr. Siskrinpb. Yes, sir. 

Senator Nrxon. With a written memorandum ? 

Mr. Siskinp. That is correct. 

Senator Nrxon. Let me ask you further on that point. As I under- 
stand it, the yellow sheet was undated, but you thought that it was 
drawn up approximately when, around the Ist of May ? 

Mr. Siskinp. That is correct. 

Senator Nixon. There was no suggestion by either you or Mr. Boyle 
that it might be well to reduce this transaction to writing ¢ 

Mr. Stskinp. None that I recall, sir. 

Senator Nrxon. So that we can see how you treated this transaction 
for purposes of income tax, I think that might bear upon the nature 
of the transaction, what you considered it to be. A moment ago we 
had the information from the income tax returns to the effect that you 
had charged off the amounts that you had paid to Mr. Boyle in the 
sum of approximately $100,000 as forwarding fees. You did not get 
a chance to comment on that at that time. 

Mr. Stskinpb. That is correct, sir. 

Senator Nixon. Let me say, so that you will know what I know 
about the income tax returns, that the Chair has ruled that only the 
staff can see the income tax returns. So I have not seen the returns 
myself. I have asked—just a moment—I have asked the staff some 
questions, and so 1 am going to have to ask you some questions about 
those returns that I probably would not have to ask if I could see the 
returns myself. 

First, I want to ask you this question. Take the year 1950, what 
was the sum total so-called forwarding fees that you put down in 
your income tax return that you charged off ? 

Mr. Sisxinp. I do not have the figures here, but I think Mr. Bellino 
will check a sum of about $86,000. 

Senator Nrxon. Mr. Flanagan, you have it there. Would you please 
give us the figures? 

Mr. Siuskrnp. I think it is “ord $85,000 or $86,000. 

Mr. Fuanacan. $85,129.2 

Senator Nixon. For the ie? 

Mr. Fuanaaan. 1950. 

Senator Nixon. How much of that amount is charged off as for- 
warding fees for Mr. Boyle’s account ? 

Mr. Siskinp. I think 

Mr. Fianacan. The record shows that in 1950 forwarding fees to 
Mr. Boyle were $55,500. 

Senator Nixon. What was the balance? 

Mr. Firanacan. That would leave about $30,000 additional. 
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Senator Nrxon. This $30,000 was paid to whom ? 

Mr. Siskrnp. The $30,000 was paid to my associate who worked on 
the participation basis in the case for me—not salaries—they get for- 
warding fees from the cases they handle with me. 

Senator Nrxon. These are what—referred to you by your associates? 

Mr. Siskrnp. No, partly that, sir, partly—I do not pay the staff 
in my office salaries as such. They get paid commensurate with the 
cases they work on and the amount obtained, so that they get a portion 
of the fees I receive in particular cases. That is part of that sum. 

Senator Nrxon. I see. 

Mr. Siskinp. Then there are other lawyers that forward cases to 
me on which the usual forwarding fee is paid. 

Senator Nrxon. In other words, what you might call people, to use 
the vernacular, runners that went out and got the business and sent 
it in to you? 

Mr. Siskrnp. I think you are using the vernacular in the wrong 
sense. 

Senator Nixon. Too broadly, possibly. 

Mr. Siskinp. I like to call myself a lawyer’s lawyer. And I think 
that most of these lawyers that sent me cases come from very reputable 
firms. 

Senator Nrxon. These are people—— 

Mr. Siskinp. They were not Government contracts. They were 
legal cases. 

Senator Nrxon. These were people that sent you cases, other lawyers 
that sent you cases? 

Mr. Stskinp. That is correct. 

Senator Nixon. Referred cases to you? 

Mr. SiskiNnp. Yes. 

Senator Nixon. And so you treated the payments to Mr. Boyle just 
the same for income-tax purposes as you treated the payments to the 
people in your firm who were sharing fees on current work, and just 
the same as you treated these cases that were referred to you by other 
attorneys; is that right? 

Mr. Siskrnp. I will say that the income-tax return prepared by my 
accountant shows that. 

Senator Nixon. Who was your accountant ? 

Mr. Stskinp. Mr. Alex Brunskin. 

Senator Nixon. He prepared the return ? 

Mr. Stsxinp. That is correct. 

Senator Nixon. That is what it showed ¢ 

Mr. Siskrnp. In 1 year. 

Senator Nixon. Did you discuss this matter with him before he 

Mr. Sisxinp. In 1950, I think it shows forwarding fees and law 
associates. 

Mr. Fuanacan. Paid to law associates, is what it says. 

Mr. Stskinp. And the 1949 return shows forwarding fees and filing 
fees on that sum. 

Senator Nrxon. In other words, you were treating Mr. Boyle, for in- 
come-tax purposes, just the same as you were treating other people 
in your office, were you not? 

Mr. Sisk1np. For income-tax purposes; yes, sir. 

Senator Nixon. That is right. And‘as far as any memorandum 
indicating that this was actually the purchase of a law business was 
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concerned, all that we have is the yellow sheet, unsigned, undated, and 
unenforceable. 

Mr. Sisxinp. That is correct; and my word and Mr. Boyle’s word. 

Senator Nixon. And Mr. Boyle’s word ? 

Mr. Sisx1np. That is correct, sir. 

Senator Nrxon. The comment that I would make would be this. 
that this would appear to me to be rather than a sale of a law practice 
by one lawyer to another of a very substantial law practice involving 
$400,000 worth of business of which $150,000 was the agreed price— 

rather than being a sale, this appears to me very frankly, in the light 
of what you have testified to as to the way it was treated for income- 
tax purposes, as to the legal memoranda, as to the memoranda which 
was prepared at the time—it appears to me simply to be a subterfuge 
by which Mr. Boyle continued to share in the law business. 

If you can enlighten me in some way to clear up my misconception 
on that point, because I recognize that you disagree with me—I would 
like to know. I mean, let me ask you this, you realize, do you not 
you have done some tax work, have you not / 

Mr. Siskinp. Yes, sir. 

Senator Nixon. Income-tax work ? 

Mr. Sisxrnp. That is correct, sir. 

Senator Nixon. You know that as far as this is concerned it could 
have been handled as a capital acquisition ; could it not? 

Mr. Sisxrnp. That is not a fact, sir. 

Senator Nrxon. No; it could not? 

How did Mr. Boyle handle it on his income-tax returns / 

Mr. Siskinp. I honestly do not know. 

Senator Nixon. You do not know. 

Mr. Chairman, I am going to state at this time—I have not had 
the opportunity to see Mr. Siskind’s income-tax returns—I am going 
to question the members of the staff to the extent that I can. I am 
going to state at this time that when Mr. Boyle appears before the com- 
mittee tomorrow, I am going to ask him, if he has not previously done 
so voluntarily, to submit his returns to the committee. And if he 
does not, I think that in order to establish the nature of this trans- 
action it then becomes imperative that the committee find ways and 
means to subpena those returns, because I understand that Mr. Boyle 
has as yet not agreed to submit them and is still considering the 
matter; is that right? 

Mr. FiuanacGan. That is correct, Senator. 

Senator Hory. Are there any further questions at this time? 

Senator Nixon. Justa moment. I have some questions, 

Mr. Siskinp. May I say something in answer to that long question 
that the Senator put to me? It was a question, was it not, sir? 

If the Senator will have an open mind on this question, believe me. 
I looked into this question at the time about the sale of this law busi- 
ness and that is why I am familiar with the tax aspect of it. And if 
you will look up the law you will find, No. 1, that the courts frown 
on the sale of legal files; No. 2, that if Boyle would have treated, or 
I would have treated, those accounts as $150,000 accounts receivable 
he would have paid taxes on the whole $150,000 without getting the 
money in. 
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Lawyers do not work that way. They work on a cash basis. They 
do not have inventory. They do not have stock in trade, They pay 
taxes on the cash as it comes in. And that is why it was treated that 
way. 

Senator Nixon. True, if those were accounts receivable, but you 
testified that only $50,000 were accounts receivable, $56,000; did you 
not ? 

Mr. Siskrinp. You are assuming that this is a purchase account. 
And then you say that if it would have been a purchase account it 
should have been treated differently. And I am trying to explain why, 
as a matter of tax law, it could not be possible. 

Senator Nixon. As a matter of fact, you know that Mr. Boyle 
treated this as his income on his income-tax return, do you not—you 
discussed it with him, did you not? 

Mr. Siskinp. I would not be a bit surprised. 

Senator Nixon. That is right. In other words, Mr. Boyle then on 
his income-tax return, if that is the case, was treating this transaction 
just the same as if he were still a member of the firm. 

Mr. Siskinp. Senator, if you were an accountant you would know 
there is no other way to treat it. That is all I can tell you. And 
that is why I said you are assuming facts that are not so. 

If you set up that account for $i 50,000 in accounts receivable, he 
would have had to pay taxes on that account without being paid that 
money. 

There is just no other way to treat it on an income-tax return. 

Did you want me to put that item down in the overhead expenses 
with rent and salaries and postage? It has to go into forwarding fees. 
Where else can it go? 

I cannot help it if you want to make an inference from the way 
the tax return was made. You asked for the tax return. I brought it. 
That is my tax return. And it is the only way to treat it. And if 
you will have an open mind, you will agree with me. 

Senator Nixon. You testified that the only cases that Mr. Boyle 
turned over to you and the only cases that you have handled as a 
result of this agreement with him were the 23 cases that were on the 
list of paper; is that right? 

Mr. Siskrnp. I did not follow it. The only cases that he turned 
over to me? 

Senator Nrxon. I will repeat the question. 

Mr. Stskinp. That is correct, sir. 

Senator Nixon. In other words, Mr. Boyle has not turned over any 
cases since that time # 

Mr. Stskrnp. No, sir. 

Senator Nixon. Nobody else connected with Mr. Boyle has turned 
over any case—I want to ask you about a specific case. 

Mr. Siskinp. None that I can recall now. 

Senator Nixon. Let me ask you about this case. Are you familiar 
with the application which you prepared for the Commonwealth 
Natural Gas Corp. of Richmond and for which you received a fee of 
$30,000 ? 

Mr, Sisxinp. Mr. Chairman, we are now doing something that I 
was very much afraid of in the beginning. Iama practicing attorney, 
and I think Senator Nixon is getting into facts, is going far afield 
into something that is not germane to this issue. 
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I have this client he mentioned. Why should they be brought into 
this hearing and mixed up with headlines? 

That is a case I have handled long after Mr. Boyle left the office. 
Mr. Boyle absolutely had no connection with it. It was not recom- 
mended by Mr. Boyle. Boyle had nothing to do with it. And Mr. 
Siskind won a very good case before the Federal Power Commission 
with briefs at hearings and a full decision by the Commission. 

I must ask, Mr. Chairman, why should my law business be spread 
over the front pages of every paper! I do not think that is fair. 
A lawyer or a citizen has some rights. 

I know the Senator is anxious to get at the facts. 

I will categorically deny that Boyle recommended me that case. 

Now is that not suffici ent, instead of throwing names eee! 

Senator Nixon. On that point 

Mr. Siskinp. Mr. Chairman, may I have a ruling on that / 

Senator Nrxon. Your answer to the question is that Mr. Boyle 
did not recommend the case to you ? 

Mr. Siskrnp. That is correct, sir. 

Senator Nrxon. You have never discussed it with him? 

Mr. Siskinp. Mr. Chairman, may I have a ruling on that’ I do 
not mind him mentioning cases in a certain division, but I do not think 
it is fair. I do not think Senator Nixon realizes what he is doing to 
a lawyer. 

Senator Hory. Just a minute. I am going to make a ruling on 
the whole business in a little while. I have suggested to the Senator 
not to go into that phase of the matter just now. If you have any 
other questions on the general thing, ask them now. And I want to 
make an announcement about the ruling with reference to these other 
eases. I think that will clarify the same. 

Senator Nixon. What other officers of the company, the Litho- 
fold Co., did you deal with, then, Mr. Green ¢ 

Mr. Sisxinp. I only dealt with Mr. R. J. Blauner, recently, to the 
best of my recollection. 

Senator Nixon. He is the only one that you have met / 

Mr. Siskrxp. I think I met Mr. Stanhope. Is he an officer ? 

Senator Nixon. Let me ask you this: During the period in which 
the employment contract was arranged between yourself and the 
American Lithofold Co., did you meet, did you discuss at that time 
the employment contract with Mr. Blauner—I think you testified that 
you did not, is that correct ? 

Mr. Stsxinp. I did not follow you, sir. 

Senator Nrxon. Did you discuss your employment with the Ameri- 

ean Lithofold with Mr. Blauner at the time the contract was agreed 
upon ¢ 

Mr. Siskrnp. No, sir. 

Senator Nixon. I think your testimony was that you did not. 

Mr. Siskrnp. No, sir. 

Senator Nrxon. When did you first discuss with Mr. Blauner any 
matter having to do with American Lithofold ? 

Mr. Sisxrnp. I’d say a month or two ago. 

Senator Nixon. A month or two ago? 

Mr. Siskrnp. That is correct; sir. 

Senator Nixon. After the investigation ? 
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Mr. Stsxrnp. That is right. 
Senator Nixon. Up to that time the only dealings you had with 
Ameri ican Lithofold were with Mr. Green ¢ 

Mr. Siskinp. That is correct, sir. 

Senator Munpr. On that point I presume that in keeping your 

office rec ords you have put aside a folder or a section of the filing 

cabinet or wherever you keep it for your correspondence, transactions, 
and copies of briefs w ith the American Lithofold Corp. 

Mr. Stskinp. There would be such a file if there was correspondence 
with them. 

Senator Munpr. And you had no correspondence with them at all / 

Mr. Siskinp. No, sir. 

Senator Munpr. You mean in all of the time you received this 
$15,000 you never had any correspondence ¢ 

Mr. Siskinp. That is correct. The only correspondence I have is 
a letter from Mr. Green forwarding a check. 

Senator Munpr. Aside from the letter you got receiving the check 
you have had no correspondence with the officers of the company / 

Mr. Stskinp. None whatsoever, sir. 

Senator Munpr. So that your file is “American Lithofold” at the 
top of it, is a blank and there is no use of our subpenaing that file? 

Mr. Stsxrnp. It is a blank, sir. 

Senator Munpr. All right. 

Mr. Sisxinp. Except, of course, the NPA matter. 

Mr. Fuanacan. To clarify the one point Senator Nixon mentioned 
you stated that the only persons connected with American Lithofold 
with which you have had dealing were Mr. Blauner and Mr. Green. 

Did you not have some dealings with Mr. James Finnegan ? 

Mr. Stskrnp. Yes, sir. 

Mr. Franacan. Will you explain to the committee what those deal- 
ings with Finnegan were? 

Mr. Stskrnp. Those dealings were in 1951, Mr. Flanagan, and had 
nothing to do with the American Lithofold, was entirely a private 
matter between Mr. Fi innegan and myself. Now if you want me to go 
further, 1 will be glad to. 

Senator Horry. You need not go into private matters. 

Mr. Sisxinp. O. K. 

Senator Hory. I think we have practically concluded the general 
terms of the investigating. 

Senator Munpr. I have a general question. While you were em- 
ployed by American Lithofold by Mr. Green, were you then advised 
that they had a firm of attorneys representing them in St. Louis? 

Mr. Stsxtnp. I was not so advised. 

Senator Munpr. When did you first discover that fact? 

Mr. Stsxinp. I think I read some testimony about Mr. Green’s 
firm representing him on a retainer in St. Louis. 

Senator Munpr. But you did not know about that until you read 
about the investigation in the newspapers? 

Mr. Sisxrnp. You are now referring to a retainer arrangment ? 
I did hear from Mr. Green a while back before that, of that firm, of 
that law firm. 

Senator Munpr. You did not know they were on a retainer until 
you read about it in the newspapers ? 
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Mr. Sisxinp. That is correct, sir. 

Senatar Munpr. In 1948 or 1947, whenever it was that you were 
working with Mr. Boyle in the Democratic National headquarters, 
did you then maintain your law office at that place? 

Mr. Siskinp. At the Democratic National Committee? 

Senator Munpr. Yes. 

Mr. Stsxrnp. No, sir. 

Senator Munpr. Conduct any law business from that position? 

Mr. Sisxrnp. No, sir. 

Senator Munpr. Did you have your own secretary working with 
you there at that time? 

Mr. Stsxinp. No, sir. 

Senator Munpr. You did not? 

Mr. Siskinp. No, 

Senator Munpr. Your operation at the Democratic headquarters 
were purely political then? 

Mr. Stsk1np. That is correct, sir. 

Senator Hory. Are there any further general questions? 

Mr. Siskind, the committee has discussed this matter very fully, 
and I want you to know that there is no disposition on the part of 
the committee to inquire into your personal affairs or into your pro- 
fessional affairs. There is no disposition on the part of the committee 
to unduly expose in any way your clients. The committee does not 
feel that the mere mentioning of the name of the client and what em- 

yloyment, if any, you had with reference to some dealings with the 
Governiiialt agency, would be any disclosure or revelation that would 
be adverse to your client; in other words, there is nothing adverse 
about a company having a lawyer to represent them; there is nothing 
adverse about him stating the nature and character of his employ- 
ment with that company. 

And this committee has no desire to blackmail in any way or to 
blackguard in any fashion your clients or hold them up to ridicule 
or to adverse comment, but the committee does feel that in the process 
of its examination that it is relevant and that it is necessary that 
you should answer the questions as to the employment in these 23 
cases that were turned over to you by Mr. Boyle and which you have 
been handling since that time. 

I understand that probably three of those cases were not connected 
with Government cases, and the committee does not ask or desire to 
ask you about those. 

We suggest, however, that in order to have no doubt about the fact 
that they are private matters and not concerned with Government 
agencies, that some member of the staff, Mr. Flanagan, be permitted 
to look at that for the purpose of verifying your statement that they 
are not concerned in Government agencies. 

We do not see anything adverse about giving the information about 
clients that are represented by you, the same as any other attorney, 
where they are dealing with some Government agency in the exec- 
utive departments. We have required that of other attorneys appear- 
ing before us. We have had them disclose representations which they 
have made and the nature and character of the services which they 
have rendered in connection with any claims pending before a Gov- 
ernment agency. We will not undertake to treat you differently from 
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the other attorneys who have appeared before us in other matters. 

The committee is not interested in your turning over your private 
papers, even your memorandum—we are not concerned about that, 
but we do want to take these cases, beginning with No. 1, and ask you 
to give the committee this information, first, in No. 1, the name of 
your client and then the nature and character of the service which you 
rendered and the Government agency which you contacted with refer- 
ence to that service and the evaluation of the case. Of course, we have 
got here the general evaluation, but the value of the case that you have 

agreed upon, but we see nothing adverse about that. We see nothing 
unfair about it. 

And I may say to you that that is the unanimous decision of the 
committee, that there is no reason why you should not give us this 
information. 

With reference to your practice since this arrangement was made 
with Mr. Boyle, your private practice, this committee has no desire to 
pry into that. I do not think that that is a matter of our concern, 
unless there is some evidence somewhere that Mr. Boyle had some con- 
nection with it. If it was a matter that he had referred to you, that 
would be different. If it is a matter that he had been concerned about 
in any way, that would be different, because if the clients have come 
to you asa private practitioner since this arr angement you had with 
Mr. Boyle and Mr. Boyle had no connection with it, then this com- 
mittee has no right, I think, to go into your private affairs and your 
private practice in that fashion unless there comes some suggestion of 
some improper conduct in some way, and we have no such suggestion 
of that. 

With that sort of understanding, I do not think that you would be 
justified in refusing to give the committee this information. 

Beginning with case No. 1 we shall ask you about it and go down the 
line, and if you will cooperate fully with that, we can proceed with it, 
because in a general way we are through with our examination of you 
about things, practically through on other matters, but we want to 
take these cases up one by one, these 23, and where you say—I believe 
there are three of them that relate to private matters, we will pass 
those over. And Mr. Flanagan, our member of the staff, will go with 
you and look at those, and if that is verified, then we will have no de- 
sire to go into that. 

(The report on the three cases referred to above may be found in 
the appendix under supplemental data on p. 1252.) 

With that sort of statement, the committee feels that we are not do- 
ing you an injustice—we are not reflecting in any way on your clients, 
and that it is no reflection at all on them to have it stated in this hear- 
ing that you represented them in any matter before some Government 
agency. They have a right to have an attorney. 

And the only purpose here is to disclose the nature and character 
of this employment, because of its involvement in the transfer of Mr. 
Boyle to you of this part of the partnership. 

Senator McCietxian. I would like to make this observation: You 
very inadvertently said the first question to be asked him about No. | 
would be the name of his client. That would not be proper. We 
should ask him if that was one of those three or four cases where it 
was purely a private litigation or business between private individuals. 
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If, however, he is willing to first identify the three cases, and there 
are such, then, of course, the first question would be that. 

Senator Hory. The Senator is absolutely right. What I had in 
mind when we asked you about case No. 1, you ‘would say, “That is a 
private matter, the Government was not involved in it,” and then 
we would pass it over. 

So my idea about the suggestion as to No. 1 is that we take it that 
way. If you prefer, yon can announce in advance which three cases 
have no public relationship with any Government agency and they 
will be eliminated. We can proceed either way about it. 

Senator Nixon. At that point, too, and this relates to the matter 
about which I questioned Mr. Siskind a moment ago, as the chairman 
has well pointed out, the committee is not interested in and has no 
right under its resolution to inquire into the private clients that Mr. 
Siskind or any other attorney may represent. 

The Chair also pointed out that he could see no reason why Mr. 
Siskind would not be willing to give us the information concerning 
those clients who were doing business with the Government. 

I might add that it seems to me that as far as the people are con- 
cerned certainly the public generally is entitled to know what attorneys 
represent concerns who are operating before Government agencies. 
And I cannot understand why there would be any reluctance at all on 
the part of Mr. Siskind or any other attorney to give information 
which the public is entitled to know. 

Senator Hory. I may say 

Mr. Siskrnp. Mr. Chairman, may I—— 

Senator Hory. Just a moment. I may say that under the law if a 
person represents, any lawyer represents a client in regard to legis- 
lation pending, then he must register as a lobbyist with the Secretary 
of the Senate or the Clerk of the House. And that is made a record. 
Practically all of the departments have a regulation that anybody 
who is appearing for any client must register his name and the name 
of the client whom they represent or the certificate must be given by 
either the employer or the lawyer, giving the facts about it, in other 
words, the representation. 

What I meant to say was this: That we are making this investiga- 
tion in connection largely with the American Lithofold Co. and with 
the things related to it. I do not think it is entirely proper for us 
in this to branch out on a whole lot of things that are disassociated 
and disconnected with the transfer of the matters by Mr. Boyle to Mr. 
Siskind. I think if we start out with every lawyer who comes on 
the stand and testifies about something and make him give a list of 
all of his clients, even though it is a Government agency, it would be 
going rather far afield, although that is a matter of public record and 
is so practically with every agency where an attorney appears. 

What do you wish to say now ? 

Mr. Stsxrnv. Mr. Chairman, first T appreciate everybody’s anxiety 
to keep the record straight. And believe me it has been bothering me 
ever since this thing started. The only thing on my mind is my bus- 
iness and the clients who come to me, and the clients I am going to lose 
if these names become public. 

Now I do not think the committee appreciates, although IT am going 
to give you the names—the only thing I ask is for you to try to narrow 
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them down in this respect. I first—well, you say you have considered 
it, and then you must have appreciated my position and my clients’ 
position. 

Senator Hory. We did. 

Mr. Siskrnp. However, six cases that were completed long before 
Mr. Boyle was chairman, long before Mr. Boyle became chairman, do 
I understand you want the information with respect to the names of 
those clients, too? 

Senator Hory. Yes. Here is the way we feel about that, Mr. Sis- 
kind: If the case had not been tried, but concluded, whatever was 
done about it, it has been concluded, we can see no reason in the world 
why that name should not be given and you state this case had been 
closed, but the nature of it was that you represented them before a 
certain agency or before a certain commission, and the nature and 
character of the services that were rendered were as follows. And just 
some brief statement about it. 

Mr. Siskrnp. You want the name of that client in the record of this 
committee ¢ 

Senator Horry. That is right. 

Mr. Siskinp. God help these clients, but anyhow let me proceed 
further. Among those cases, and one point I want to clear up, Sen- 
ators, they are talking about Government business and expenditures 
for the executive departments. In practically 18 of these 23 cases they 
are all court proceedings subsequent to some—— 

Senator Hory. You may say so, and there certainly should not be 
any objection to giving the name of a client for whom you appeared 
in court. 

Mr. Sisxrnp. I cannot for the life of me see why if there is no evi- 
dence of wrongdoing against these innocent people why you should 
want them. Now if I have a Court of Claims action there is no Gov- 
ernment influence involved. Do we want those names? I would like 
to narrow them down as much as possible, and that is the only reason 
for my plea. They were Court of Claims actions, to reported law 
cases. 

Senator Hory. Let me say this to you, it would be a very simple 
matter, if it is a matter that appeared before the Interstate Commerce 
Commission, you could say that this was an action for certain things, 
I appeared there, and the compensation is as you indicated. 

Mr. Sisktnpb. The compensation? Can we avoid using such a name? 

Senator Hory. What is that? 

Mr. Sisxinp. If possible, can we avoid using the name of court 
proceedings / 

Senator Horry. No; I think that we would have to mention it. In 
other words, I do not see the objection to appearing publicly or in any 
other capacity—the objection for stating that. 

That is a vote and we will have to suspend for a while. 

(Recess taken.) 

Senator Hory. The committee will please come to order. 

Mr. Siskind, when we adjourned, we asked if there was anything 
further you wanted to add. 

Mr. Sisxrnp. I would just like to go on record, and then I will pro- 
ceed in accordance with your wishes, that it is against every possible 
code of ethics I have practiced to give these names to you gentlemen. 
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I can safely say that there is not one bit of suspicion pointed at any 
one of these clients. I don’t know what they have to do with American 
Lithofold. In my anxiety to bring out the true facts of my arrange- 
ments with Mr. Boyle, I will try to. give you these names so that there 
is no question about them. 

Now in the interests of brevity, I was saying, I think when the call 
came in, that perhaps you could ‘avoid some of these court cases which 
are e actually in court. Is there any possibility of that, sir/ 

Senator Horry. I would rather call the list and take them right 
through. | 

I want to commend you for complying with the committee’s sug- 
gestion. 

I want to reiterate that the committee is not doing this in any ad- 
verse way at all. I think you are acting wisely in giving the list. I 
‘annot see how it could be dny reflection on your clients. The com- 

mittee doesn’t intend it as such and with that sort of understanding 
Iam glad you have decided to give the list. 

I want to ask you about this: We will have to go back for another 
vote soon. I was thinking about coming back here at 8 o’clock tonight. 

Mr. Siskinp. I was going to suggest, Mr. Chairman, in the cause 
of being brief, I think Mr. Flanagan has the gist of these things. I 
could give you the names to be included in the record made this 
morning. 

Senator Horry. We would want to ask you about some of these. 
That would be all right. You could give the names and they could 
be added in. 

Mr. Stsxrnp. I didn’t know you wanted to question me. 

Senator Hory. Yes; we want to ask you some questions about it so 
I think the simplest way would be, when ” return at 8 o’clock, that 
we could just ask you to give us case No. 1, you could give the name, 
tell what Government agency he is with, and tell something about it 
and we could take one case after another and run through the list. 

If there is a case in court, you could explain that and it would 
require little further examination. 

Mr. Siskinp. Perhaps I could give you the gist of the action and 
you could perhaps leave the name out. 

Senator Hory. No; we want the names. We want to take them 
from No. 1, right on through, with the exception of anything that is 
private. There are three, I understand, that are. We are perfectly 
willing to eliminate those. In other words, anything connected with 
a Government agency, we want that name and a short statement about 
it, concerning which we m: LV question you. 

Mr. Sisktnp. The chairman understands that these cases are not 
connected with a Government agency insofar as obtaining contracts 
is concerned. They are all legal controversies. 

Senator Hory. That is right. You can state that very briefly when 
we ask you. You can state that this is a case pending before the Inter- 
state Commerce Commission which relates to rates, or state whatever 
it was, and that could be handled in a very brief sort of way. 

Mr. Stskinp. Thank you, sir. 

Senator Horny. With that understanding the committee will recess 
until 8 o'clock. 

(Thereupon, at 6:45 p. m., the committee recessed to reconvene at 
8 p. m. the same day.) 
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EVENING SESSION 












Senator Hory. The committee will come to order. We are sorry, 
gentlemen, to have detained you. The members of the committee had 
to remain over in the Senate to vote. 


TESTIMONY OF MAX SISKIND—Resumed 







Senator Hory. Now, Mr. Siskind, if you would please give us the 
list of names and give us the amounts vou made on the cases and 
what agency they were with in a brief fashion. 

Mr. Fuanacan. And, Mr. Siskind, in giving those names will you 
spell the names and give the address ? 

Mr. Sisktnp. I will try my best, from the meager notes that I have 
here, but if there is anything else you want, I can get it. 

Senator Hory. That is al right. 
Mr. Siskinp. Case No. 1 is the retainer as W: ashington counsel for 


a Florida attorney to h: andl the Washington matters of the Simpson 
Oil Co. 


Mr. Fuanacan. Simpson? 

Mr. Siskinp. That is right. 

Mr. FLanaGan. S-i-m-p-s-o-n/ 

Mr. Siskinp. That is correct. 

Senator Hory. What is their address / 

Mr. Stsxinp. I think their address is C ape Girardeau, Mo. 

Senator McCarruy. That was Missouri 

Mr. Siskrnp. That is right, sir. 

Senator Horry. All right. 

Mr. Siskinp. Now, the valuation set on that was $13,500 and that 
has been collected since. The work entailed 

Senator Hory. Just a minute in that connection. Is that amount 
the total compensation ? 

Mr. Siskrnp. Sir? 

Senator Hory. Was the amount set on the value of $13,500, was 
that the appraised value ? 

Mr. Siskinp. Yes, sir. I am reading first the appraised value from 
the list and then I have two other columns, for the amount realized 
and then there are cases that have a present estimated value, which 
is still pending. 

Senator Hoey. That is all right. 

Mr. Siskrnpb. I assisted on this loan application when it came 
through Washington here, in conferring with the officials, furnishing 
the necessary information. 

The loan was granted, as you have already heard. 

Senator Hory. Was that a loan with the RFC? 

Mr. Stsxrnp. That is correct, sir. 

Senator Hory. For how much? 

Mr. Stskinp. When Mr. Flanagan asked me I said it was around 
$350,000. I think the application was for $450,000; but it was granted 
[ believe in August 1949. 

Senator Horry. August 1949? 

Mr. Siskrnp. The date of approximately around that time, sir. 

Senator Nixon. Mr. Chairman, may I ask a question on that point? 
Senator Horry. Yes. 
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Senator Nixon. Was this one of the cases, Mr. Siskind, which you 
and Mr. Boyle handled jointly ? 

Mr. Siskinb. That is correct. 

Senator Nixon. In each of these instances will you indicate whether 
or not it was a joint case because as I understand the majority, or 
all except one, were joint. 

Mr. Siskrnp. That is right, there was a share or vested interest or 
lien in these cases under the agreement. 

Senator Nrxon. And was that $13,500 a fee that was due at the 
time you purchased this alleged law business of Boyle’s or was that 
the total fee ? 

Mr. Siskinp. That estimation was based on a 2-year retainal— 
retainer agreement that had 20 months to run, I believe it was May 
1 or April 1 or some such date. 

Senator Nixon. What was the total fee? 

Mr. Sisk1np. The total fee was for 2 years $24,000, I believe. 

Senator Nrxon. $24,000 a year ? 

Mr. Sisxrnp. No; it ran $1,000 a month. 

Senator Nixon. A total fee of $24,000 ? 

Mr. Siskinp. The agreement was for 2 years, sir. 

Senator Nixon. Was that the total fee in getting the $350,000 RFC 
loan, or what was the fee? 

Mr. Sisktnp. There was no fee on that, sir. We were retained as 
general counsel and one of the legal matters we handled was helping 
in the RFC loan. 

Senator Munpr. Who was the forwarding attorney / 

Mr. Siskinp. Will I have to mention those things, too? 

Senator Hory. Yes. 

Mr. Stskinp. The forwarding attorney was the firm of Parker & 
Knipmeyer. 

Senator Nrxon. Located where? 

Mr. Stskinp. Kansas City. 

Senator Nixon. Knipland? 

Mr. Siskinp. Parker & Knipmeyer, K-n-i-p-m-e-y-e-1 

Senator Hory. All right. Now, that loan you say was granted 
finally in August. 1949 ¢ 

Mr. Siskinp. I believe it was around that time, sir. 

Senator Hory. And you mentioned this retainership covered gen- 
eral counsel for the company ‘ 

Mr. Stsxrnp. That is correct. 

Senator Hory. Including the services rendered in connection with 
this loan ? 

Mr. Stskinp. That is correct, sir. 

Senator Hoey. All right. Now, after you became connected—I 
mean after you assumed all of it, did Mr. Boyle have any further con- 
nection with that before the RFC? 

Mr. Stskrnp. None whatsoever, sir; positive on that fact. 

Senator Nixon. Just a moment on that point, that very question. 

According to Mr. Dunham’s diary and I assume you are familiar 
with this, I want your comment. It is already in the record. 

On Wednesday, July 12, Mr. Bill Boyle’s office telephoned and made 
appointment for Mr. Leo B. Parker, an attorney at Kansas City, Mo., 
to see Mr. Dunham at 3 o’clock. 
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Mr. Stskx1np. I seriously doubt that that had to do with this loan. 

Senator Nixon. This did have to do, however, with an attorney 
who had previously forwarded business to Mr. Boyle. 

Mr. Sisxinp. That is correct, sir. 

Senator Nixon. Thank you. 

Senator Munpr, Mr. Siskind, I am not a lawyer, but all the other 

members are lawyers; so my questions may seem somewhat laymanish 
to you, but I wish you would explain to me the difference in this 
retainership that you say was the total, and this American Lithofold 
retainership which you told me you could not sell. 

Mr. Sisxinp. In the first place, I believe—no, that is not a fact, 
either—the RFC matter was pending at that time this arrangement 
was had, it was a pending matter. 

Furthermore, this was a specified agreement for 2 years whereas 
the American Lithofold retainer only ran from month to month. 
There was an actual agreement entered into. 

Senator Munpr. And the difference is that in one case there was a 
contract for a 2-year retainership, and in the other case there was : 
retainer that ran from month to month ? 

Mr. Stskrnp. Also, there was pending business, whereas as far as I 
know there was no pending business for American Lithofold. 

Senator Munpr. Under the fee arrangement for the retainership, 
you did not get any more, or charge more? 

Mr. Sisxtnv. No; I would say there was not any intention to charge 
any more than the specified sum for any services this attorney called 
for in behalf of his company. 

Senator Munpr. In both cases the retainer was for standby services ? 

Mr. Sisxinb. I did not follow you, sir. 

Senator Munpr. In both cases the retainer was for services you 
might be called upon to render the client 

Mr. Stskrnp. Well, in the first place, it was not included in our 
agreement. 

Senator Munpr. Which agreement ! 

Mr. Siskrnp. The agreement—Lithofold. 

Senator Munpr. Now, you said you could not include it because 
you could not sell the retainership. 

Mr. Siskrinp. That is right, when it is from time to time, sir, when 
there was no specified—no specified time in, where I had not already 
put work in the matter, meeting the people—and actually joining with 
Mr. Boyle in that particular matter. 

Senator Munpr. Regarding selling the retainership, if it was for a 
specified time you could but you could not sell if there was no specified 
time; is that correct ? 

Mr. Stsxinp. No—TI still think you would have to have the consent 
of the client in that particular case and the attorney. 

Senator Hory. Now, Mr. Siskind, did you attend to any other mat- 
ters aside from this loan for that company ¢ 

Mr. Siskrtnp. Yes. There was a matter before the Agriculture con- 
cerning curtailment of cotton acreage in and about Cape Girardeau, 
Mo. It affected quite a few of the farmers there and Mr. Simpson 
was the owner of a farm and we handled that for him but did not 
get too far. 

Senator Nixon. But this sum of $24,000, I understood, covered the 
total amount of fees you received from this company / 
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Mr. Siskinp. That is right. 

Senator Nrxon. And you had no charges in addition to the retainer ¢ 

Senator McCarruy. May I suggest, Mr. Chairman, since we are 
proceeding at 9 o’clock now, that we certainly cannot question this wit- 
ness in sufficient detail to cover all of these cases, when there are 23 
or 25 transactions. We already have them in a skeleton form, a review 
of the cases. 

Might it not be well enough for him to give a list of the clients 
and then when he has completed we can go back and check! I would 
like to get the names of the various clients and then question in detail, 
but not question in detail right now. For example, I have many ques- 
tions I would like to ask about this case, but I do not want to ask 
him now, in view of the time. 

Senator Munpr. Does that mean we are going to have to go back’ 
and review them further here? 

Senator Hory. Well, could we not finish up with them—— 

Mr. Siskinp. Mr. Chairman, I honestly feel that there will not be 
too many cases where you will be interested in details after I have got 
through, when you get the names, because most of them are court 
actions involving actions before administrative tribunals or the Court 
of Claims. That is what I tried to explain to you this morning. 

Senator Hory. If we proceed this way, probably we can make time, 
Senator. 

Take No. 2 and see what we can do. 

Mr. Siskrinp. Account No. 2 was valued at $9,500. I have received 
since then $2,600 from the client and there is a balance due of $6,900. 

Senator Hory. Give the name then. 

Mr. Siskinp. The estimated values today. The name of that is 
Vawter Construction Co. 

Senator Horry. Where are they located ? 

Mr. Siskinp. I think in Kansas City, Kans. 

Senator Horny. What Government agency did you contact with 
reference to that, or what service was rendered? 

Mr. Stskinp. That case entailed a very involved alleged violation 
of a WPB—this is the Second World War—limitation on construction. 
There were hearings for 2 weeks and witnesses and preparation and 
briefs filed and no action taken by the Compliance Division after a 
decision by the hearing commissioner. 

Senator Hory. You follow that through and appear in these hear- 
ings? Did you do that on that case? 

Mr. Sisxrnp. Yes, sir. 

Senator Hory. That was heard before what tribunal ? 

Mr. Siskinp. As I recall it, I think they appointed a special hearing 
commissioner who was chosen from the bar association and heard and 
determined the facts, with the WPB Compliance Division presenting 
their side of the case and we showed that construction had actually 
begun on some 300 homes or so, and after 2 weeks of a very long hear- 
ing they found there was no violation. 

Senator Hory. Was this hearing conducted before or after this 
transfer was made of these accounts? 

Mr. Stskrinp. This went back to 1945 or 1946, sir. 

Senator Hory. That occurred back there somewhere ? 

Mr. Sisxinp. That is right, sir. That is one of those completed 
cases, sir. 
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Senator Hoey. I do not think we need to go further on that. Take 
No. 3. 

Senator Munpr. Just a minute. How much money was involved? 
I did not get the figure. 

Mr. Sisxrnp. The valuation on that was $9,500. That was one of 
those accounts receivable, sir, where bills had been rendered. 

Senator Munpr. That was collected in full? 

Mr. Siskrnp. No; only $2,600 and there is still a balance of $6,900. 

Senator Hory. That has not yet been collected and is still due? 

Senator Munpr. In that case, did it come to you direct from Mr. 
Boyle or was it forwarded ? 

Mr. Sisxrnp. There was a forwarding attorney in that, sir. 

Senator Munpr. Who was that? 

Mr. Siskinp. Bellemere & Bellemere of Kansas City. 

Senator Munor. Is that Kansas City, Kansas or Missouri ? 

Mr. Stsxrnp. I think their offices are in Kansas City, Mo. I know 
their offices are in Kansas City, Mo. 

Senator McCarrny. What valuation did you place on that? 

Mr. Stskrnp. $9,500. 

Senator McCarruy. How much did you pay Boyle? 

Mr. Siskrnp. That was included in the whole general valuation and 
then we agreed on the $150,000 for all, sir. There was no specific valua- 
tion set for each case. 

Senator Hory. That was one of the cases that was considered, he 
says. 

All right; take case No. 3. 

Mr. Siskrnp. Case No. 3 was referred to us by a firm in New Mexico. 
I do not know the name, sir. It is Harmon somebody but the name 
of the claimant was Harmon. I do not know the first name, but this 
claim was filed before the Mexican Mixed Claims Division and it’ 
went back to cattle stealing in 1880. I do not know if you Senators 
recall, but there was quite a lot of litigation and Mexico finally 
agreed to set up a fund each year to pay these claims that were 
found and approved. 

We did prove a claim there, I think it was for $11,000, and there was 
a very small fee involved. There was an estate and we valued that 
at $500, sir. That also had been completed, but you get a payment of 
$100 or $200 each year as Mexico deposits a sum of money to cover 
the total claims. 

Senator Hory. That was valued at $500? 

Mr. Sisxrnp. That is right. 

Senator Nixon. In this instance also you were successful in getting 
the claim through ¢ 

Mr. Siskrnp. Yes,sir. The claim itself was for a very large amount, 
but we received only a small award. 

Senator Horry. Case No. 4 

Mr. Siskrnp. Case No. 4 was Johnson Clinic. 

Senator Hory. Where is it located ¢ 

Mr. Sisx1np. Kansas City, Mo. That was a proceeding brought by 
the Food and Drug Administration of the Federal Security Agency 
for misleading labeling. 

Senator McCarrny. A criminal action? 
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Mr. Stskinp. Ido not think so. I think a consent decree was entered 
into later. 

Senator McCarruy. I say it was a criminal action ? 

Mr. Sisk1np. I do not remember, sir. 

Senator Hory. When was that done? 

Mr. Sisxinp. That was also completed long before the transfer 
was finished. 

I might add that that is a hearing before the Legal Department 
and, as you will see in all of these cases, we just deal with the lawyers 
and all the agencies. 

Senator Hory. What appraisement was made in that case ¢ 

Mr. Stskrnp. $6,250; nothing collected and no value set. 

Senator Hory. That has been closed before the transfer was made? 

Mr. Siskrnp. That is right. 

Senator Hory. You had nothing further 

Mr. Siskinp. That is correct, sir. 

Senator Munpr. How did you secure the account ? 

Mr. Sisxinp. I think that was recommended by an attorney in Kan- 
sas City, but I do not remember his name and I know he did not have 
any forwarding fee arrangement. 

Senator Hory. You say on that there has been no payment made 
at all? 

Mr. Siskinp. That is correct, sir. 

Senator Hory. Take No. 5. 

Mr. Siskinp. No. 5 is another Food and Drug matter 
of that company is Geo-Mineral Co., St. Louis, Mo. It was appraised 
at $2,500 and $2,000 was paid. The case has since been completed 
and no valuation set. That is a similar action for false and mis- 
leading labeling, I should say, and hearings were held. You also 
have to clear the new advertising with the Federal Trade Commis- 
sion so that it is not misleading. 

Senator Nixon. When you say no valuation was set down in your 
yellow work sheet, you indicated no valuation on this case ? 

Mr. Siskinp. No; what I mean to say, Senator, is that I also have 
a third column and there is still a present valuation. These cases 
have not been completed yet. It was originally set at $2,500. We 
only received $2,000, but th: at is the agreed balance and there is no 
further work to do and no further fees. 

Senator Nrxon. You mean you originally set it at $2,500 in agree- 
ment with Mr. Boyle? 

Mr. Siskrnp. That is correct. 

Senator Nixon. And when you say “we” you mean you have re- 
ceived it? 

Mr. Siskinp. Myself. I received $2,000 from the client. 

Senator Nixon. You are speaking of no further valuation as of 
this date today ? 

Mr. Sisk1np. That is correct. There are some cases pending yet 
that I thought the Senators were interested in that still have a valua- 
tion and fees to come in. 

Senator Horry. Well, we will ask about those. 

Senator Munpr. Is this an account that came to Mr. Boyle who 
shared it with you, or when it came to you, you shared it with him, 
or how did that happen? 
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Mr. Siskrnp. There is an attorney who brought this case in. 

Senator Munpr. Who was he? 

Mr. Sisxrnp. I will have to give you the name, sir. He is from 
St. Louis, Mo. 

Senator Munpr. You can supply the name for the record. 

Mr. Siskinp. I can give you that. 

There were no forwarding fee arrangements though he charged 
the client directly. 

Senator Munpr. Was it handled then by you or Mr. Boyle individ- 
ually or on a partnership basis? This morning it was indicated some 
were handled together and some separately. 

Mr. Sisxrnp. Now, their case came in to Mr. Boyle as a recommenda- 
tion assigned to me to cover and I worked under his supervision. There 
were some cases that were just the reverse where he helped me out. 
There were some cases where we worked together all along and ap- 
peared at the hearings. 

I believe Mr. Boyl le appeared at that case No. 2 hearing with me 
and worked on the case. 

Senator Nixon. In those arrangements with Mr. Boyle on these in- 
dividual cases, what was the split, 50-50? 

Mr. Siskrnp. As a general rule that prevailed. 

Senator Nixon. Let me suggest this: In any instance, as you go 
through the 23 cases where the split was not 50-50, will you please 
indicate so? 

Mr. Sisxrnp. I will try to do that, sir. 

Senator Nixon. As I understand it, none of the cases up to this 
point have been other than 50-50? 

Mr. Sisxinb. That is correct, sir; up to date. 

Senator Hory. Refer to No. 6. 

Mr. Stsxrnp. No. 6 is Trans-Caribbean Airlines. I believe they are 
located in New York. I do not have the address. That was a matter 
involving consolidating collateral mortgages with War Assets when 
certain payments came due under a contract of purhase. 

There were three planes, I think—two planes tney purchased from 
War Assets. There was some delay in paying. The Legal Division 
was pressing him for payment and we settled the matter by giving 
them one mortgage on three planes, including one that they had no 
lien on before and arranged for the payments in the fture. 

Senator Horny. And the extension of time was based on the addi- 
tional security ? 

Mr. Stskrnp. That is correct, sir. It was handled with the Legal 
Division. We had nothing to do with the purchase of the planes « or 
anything like that. 

That was valued at $1,000. That was one of those accounts stated 
“$1,000 collected ; no pending value.” 

Senator Nixon. Does this conclude the cases that have been finished ? 

Mr. Sisxrnp. I do not think so, sir. There are a few more further 
down. 

Senator Hory. Let us take No. 7. 

Mr. Siskrnp. No. 7 is a case representing United Air Lines on an 
alleged liability for a lease which War Assets claimed against the 
company for the use and occupation of one of their properties. 

The client had gone into possession under a letter of intent and 
there was some question as to what the term was for the balance of 
the lease. 
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United Air Lines wanted to remove from the premises and retained 
me to check into their responsibilities and habilities with the Gov- 
ernment. I looked up the law and found that the most they could be 
held for was a year-to-year lease and there was a possibility that there 
was only a tenancy at will and it could be terminated on 30 days’ 
notice. 

I then advised my client to serve such a notice. They vacated the 
premises. The Government claimed the balance of the lease which 
amounted to approximately around $900,000 to $1,000,000, and we were 
able to settle that matter based on the law, with the Legal Division of 
War Assets, finally confirmed by the Legal Division in Justice. I think 
it was for $97,000. 

Senator Hory. That case came to you, Mr. Boyle, or both of you? 

Mr. Siskinp. That case came to both of us, I would say 

Senator Hory. When did you begin handling the case, represent- 
ing them, and when did you terminate it / 

Mr. Siskinp. That was finished, I think, in the latter part of 1948 
and it took us about a year and a half, I would say in 1946—now I am 
not sure of that, but it was quite a battle. 

Senator Hory. What was the appraised value of that? 

Mr. Siskinp. $30,000, sir. 

Senator Hory. How much has been paid up to now / 

Mr. Sisxinp. Nothing, sir. 

Senator Hory. It is still due? 

Mr. Siskinp. $30,000 is still due. 

Senator Hory. Have you had anything further to do in that case 
since you had to transfer this matter to Mr. Boyle / 

Mr. Siskinp. Nothing, sir. 

Senator Nixon. Was this a case that involved the cancellation of a 
lease by United Air Lines at the _ ker plant in Chicago ¢ 

Mr. Sisxinp. That is correct, 

Senator Nixon. As I odiaeal it, War Assets leased a portion of 
the plant to United Air Lines and it was necessary for War Assets 
to consent to break the lease ? 

Mr. Siskinp. No, sir; that is not a fact. 

Senator Nixon. W ell, what is the fact ? 

Mr. Stsxinp. The fact of the matter is that they claimed that it was 
a 5-year term, and I believe they claimed there was 3 years and 6 
months to go and they wanted rent paid every month whether it was 
used or not. 

Upon showing them the law that it was a tenancy at will, that they 
could move on notice because of the terms of the letter of intent, all 
legal divisions agreed that $97,000 was a good settlement. 

Senator Nixon. And then consent was obtained to the agreement 
from War Assets? 

Mr. Siskinp. I believe it was in the Legal Division. 

Senator Nixon. Whom did you deal with at War Assets besides the 
Legal Division ¢ 

Mr. Stskinp. I do not recall anybody else. 

Senator Nrxon. Whom did you deal with in the Legal Division ? 

Mr. Stskrinp. I think Mr. Larson was their counsel at that time. 
Mr. Jess Larson. There were some lawyers below that whom I co 
not recall. 
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Senator Nrxon. Your fee was $30,000? 

Mr. Siskinp. The entire fee was $42 5,000. 

Senator Nrxon. And you received $15,000 ? 

Mr. Sisxinpv. Fifteen thousand dollars before Mr. Boyle left the 
oflice, and there was a balance of $30,000. 

Senator Hory. Refer to No. 8. 

Mr. Siskinp. No. 8 is the Pacific Far East Lines of San Francisco. 

Senator Hory. What is the appraised value? 

Mr, Sisxinp. The appraised value is $30,000. The client has since 
paid $32,500, and there 1s no balance due. 

That matter involved a $250,000 claim against the Chinese Gov- 
ernment for transportation of scrap material from the Pacific islands 
to China. There were large claims of demurrage, and delays in 
shipment which the Chinese people objected to and would not certify 
to the State Department, who had the fund that I think was set up 
under a surplus-disposal agreement with China, I believe, back in 1945. 

It called for looking up ‘the law with respect to my client’s contract 
with the Chinese, the contract between the United States and the 
Chinese, and final perfection of the claim in their behalf, and I think 
we settled the matter for something like $184,000. 

Senator Munpr. Whom did you contact in Government in that 
connection ? 

Mr. Siskrnp. That was handled with the Legal Division of the 
State Department. 

Senator Munpr. Just the Legal Division ? 

Mr. Stsxrnp. I believe so, sir. It has been quite sometime ago, but 
that was purely a legal question. They might have brought in some 
policy people, but I do not recall for the moment. 

Senator Nixon. You do not recall any Assistant Secretary who 
finally signed the paper that was necessary to approve the deal ? 

Mr. Siskrxp. That is correct, sir. 

Senator Nixon. You donot recall any Assistant Secretary ? 

Mr. Stsxrnp. I do not think it worked that way, sir. 

As a matter of actual operation, once the Chinese cleared the ques- 
tion, they certified this shipping bill, and upon their certification to 
the State Department they then had no further excuse to hold up 
the money. 

I think that is the way it was settled. I mean the operation of the 
final settlement. You see, the United States Government was not 
concerned. They were just stakeholders in this fund that was set up 
to secure all United States contractors dealing with the Chinese 
Government. 

Senator Nrxon. In this instance, as I understand it, you collected a 
fee of $32,500? 

Mr. Siskinp. That is correct. 

Senator Nixon. What was the total figure ? 

Mr. Stsxrnp. The estimation? 

Senator Nrxon. No; the total fee that you and Mr. Boyle agreed 
upon at the outset. 

Mr. Stsx1np. The $30,000; the estimated value. 

Senator Nixon. No: th: it is between you and Mr. Boyle, but with 
the client. How much did the client pay you, or Mr. Boyle, or both? 
Mr. Stsxrnp. The client paid me $32,500. 
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Senator ee How much did they pay you before that time? 

Mr. Sisxrnp. I do not know as we received any payments before. 

Senator Nixon. Your testimony is that for the recovery of this 
money, the total fee paid to you or Mr. Boyle, or both, by the client, 

$39 000. 

Me. Sisk1np. That is correct, sir. Except that it was paid to me. 
That is what you are referring to? 

Senator Nixon. Yes. I just wanted to get the total fee. 

Mr. Stsk1np. It is my recollection that it was the type case where 
you do not make an agreement and I did not make an agreement on 
the fee. It was a question of how much time you put in and the 

results. 

We estimated a certain value, and when the case was finished I be- 
lieve the firm paid us that sum. 

Senator Munpr. Was that your case or one of Mr. Boyle’s cases? 

Mr. Siskrnp. I believe that case was recommended to Mr. Boyle. 

Senator Munpr. By whom? 

Mr. Siskrnp. I think the lawyer came in on that. There is a firm 
of lawyers in San Francisco; I can furnish that name. It was a firm 
of lawyers in San Francisco that worked on the case with us. 

Senator Munpr. When was it concluded ¢ 

Mr. Siskrnp. I think it was finished about a year or so ago. I think 
it was at the end of 1950. 

Senator Munpr. At the end of 1950? 

Mr. Siskinp. That is correct, sir. 

Senator Hory. Very well. Refer to No. 9. 

Mr. Siski1np. No. 9 was valued at $5,000. No moneys received. No 
estimated value today. 

Senator Hory. What is the name of the company ¢ 

Mr. Sisktnp. The name of the company was Cuban Rayon Co. 
from Havana, Cuba, who were seeking a $4,000,000 loan from the 
Export-Import Bank to set up a rayon plant in Cuba. 

Senator Hory. Was the loan pancael? 

Mr. Stsk1np. The loan was not secured, sir. 

Senator Hory. Do you remember about when that was handled 
with the Export-Import Bank ¢ 

Mr. Sisktnp. I think that was in the summer of 1949. 

Senator Hory. You had the appraised value at $50,000? 

Mr. Siskrnp. That is correct, sir.. Now, as against the case Senator 
Nixon asked me about before, there was an agreed fee contingent upon 
being successful. 

Senator Hory. I see. You did not get it? 

Mr. Fuanacan. Did you not get a retainer in that case? 

Mr. Sisxinv. We also received a $10,000 retainer before Mr. Boyle 
left the office; that is right, sir. 

Senator Nrxon. In that connection, I think the date becomes im- 
portant at this point. You said this case was referred to Mr. Boyle’s 
office in April 1949? 

Mr. Stskinp. That was immediately preceding his leaving the office 
sir. 

Senator Nixon. That was after he had become the assistant national 
chairman ? 

Mr. Sisktnp. That is correct. 
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Senator Nrxon. And had not yet become the national chairman ? 

Mr. Sisk1np. That is correct, sir. 

Senator Nixon. Immediately preceding, approximately how long? 

Mr. Siskinp. About a week, I would say. 

Senator Nixon. After it was announced he would take over as na- 
tional chairman ? 

Mr. Stsxrnp. I do not think so. My recollection is that we spoke 
to these people for a week or so before. 

Senator Nixon. Who referred the case ? 

Mr. Stskinp. They came directly. 

Senator Nixon. They came directly ? 

Mr. Siskrnp. Yes. 

Senator Hory. And they paid a $10,000 retainer? 

Mr. Stskrnp. That is correct. 

Senator Hory. And if you were successful you were to get $50,000 
more ¢ 

Mr. Siskinp. That is correct. 

Senator Hory. But you were not successful; so, $10,000 is all you 
got? 

Mr. Siskrnp. Sir? 

Senator Hory. I say you were not successful in getting the loan; 
so, $10,000 is all you got? 

Mr. Siskinp. That is correct. 

Senator Nixon. And $5,000 of that went to Boyle? 

Mr. Sisxrnp. That is correct, sir. Prior to May 20, 1949. 

Senator Hory. All right. No. 10. 

Mr. Sisxinp. If you will check with Mr. Bellino, you should be able 
to find such an entry referring to an exact fee prior to April 20, show- 
ing the dealings before and after May 1. 

Senator Horny. No. 10. 

Mr. Sisk1np. No. 10 is—the client was Roko, Inc. 

Senator Hory. Where are they ? 

Mr. Siskinp. I think they are in Kansas City. At least, the for- 
warding attorney was. I am not too sure of that. 

Senator Hory. All right. Proceed. 

Mr. Stsxinp. The valuation on that was $2,500. I have received 
$1,200 since then from the client, and there is nothing further due. 

I believe the local lawyer settled the matter. 

Senator Hory. And you did not handle it in the settlement ? 

Mr. Stskinp. That is correct, sir. I contacted no Government 
agency on it. It was a question of a breach of warranty on a sale of 
surplus; a possible claim by the Government. 

Senator Hory. All right. No. 11. 

Senator Nixon. Could you give us the forwarding attorney in that 
case ¢ 

Mr. Siskrnp. Joseph Coralchick. 

Senator Nrxon. Of where # 

Mr. Stskinp. Kansas City, Mo. 

Senator Munpr. It was forwarded to you or to Mr. Boyle? 

Mr. Sisxkinp. I would say the both of us on that one. My best 
recollection is to that effect. 

Senator Munpr. Was it a partnership arrangement ? 

Mr. Siskinp. I would say we were associated on that particular 
case. 
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Senator Munpr. You then served as law partners on certain cases ? 

I gathered from your testimony this morning, when you said Mr. 
Boyle practiced law individually, that you did not serve on a part- 
nership basis, but in some cases you app irently did. 

Mr. Sisx1np. I do not believe it is fair to call it a law partnership 
in that case. It is an association. You can have counsel in a case, 
Senator. That is what I would call it. 

Senator Hory. Refer to case No. 11. 

Mr. Sisxrnp. That is Glo-Dial Co. I believe they are in Los 
Angeles, Calif. 

That was the excise-tax matter on which there was a balance due of 
accounts stated of $500 valuation and $500 received, and no value 
today. 

The question involved was with the Bureau of Internal Revenue as 
to whether the Bureau could tax an entire advertising display. The 
excise tax was directed, of course, against a clock, and the Bureau 
contended that the neon part should also be taxed. There was a sys- 
tem worked out whereby the tax collector in Los Angeles, I believe, 
could determine what portion was advertising and what portion re- 
quires an excise tax. That was $500 completed before May 20 

Senator Horny. All right. No. 12. 

Mr. Siskinp. No. 12 is Monarch Sales Co. Wait a second. That 
is the way I designated the case, sir, but I think the client would be 
Ralph Stolkin. He was involved in the Monarch Sales case. He is 
from Chicago—Diversey Drive, Chicago, Il. 

That involved a complaint filed by the Post Office Department for 
using the mails for lottery purposes. It concerned punchboards and 
so forth. 

Senator Hory. What was the appraised value? 

Mr. Stsxinp. The appraised value was $2,500. There was $2,500 
received and nothing due. 

Client entered a consent decree, having left the business, and was 
dropped out of the case as one of the defendants. 

Senator Hory. That was a consent decree issued, you say, in regard 
to this? 

Mr. Stsxrnp. I believe so. 

I also think a fraud order was later issued against the company 
itself, but I was concerned with the one client who was no longer 
connected with the business. 

Senator Nixon. What was the name of the chent again / 

Mr. Siskrnp. Ralph Stolkin. 

Senator Nixon. Of Chicago? 

Mr. Siskrnp. That is correct, sir. 

Senator Nrxon. That is one of your cases? It is case No. 124 

Mr. Siskrnp. That is correct, sir. 

Senator Nixon. You yourself got this case from the attorney 4 

Mr. Sisxrnp. That is correct, sir. 

Senator Nixon. And early in 1949. When did you get that, approx- 
imately ¢ 

Mr. Siskinp. I would say that was February in 1949. 

Senator Hory. The amount has been collected ? 

Mr. Stskrnp. That is correct. 

Senator Nixon. Did Mr. Boyle do anything on this case 4 
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Mr. Sisxinp. I think he helped me look up some of the law, but I 
have no present recollection. 

Senator Nrxon. Did you also look up the law? 

Mr. Siskrnp. That is correct. 

Senator Hory. It was settled by decree? 

Mr. Stsxinp. That is right. 

Senator Hory. This man was eliminated on account of certain 
things ? 

Mr. Stskrnp. That is correct ; he was no longer connected with the 
business. 

Senator Munpt. Why would that appear in a transfer of sales from 
Boyle to you since it was your case and Boyle had nothing to do with it? 

Mr. Siskrnp. He had work to do or was associated with me and had 
a vested interest in that case at the time he left. 

Senator Hory. You mean by its being your case that it came to you? 

Mr. Sisxinp. That is right; that is one case that came to me instead 
of Mr. Boyle. 

Senator Munpr. You shared it with him in some way ? 

Mr. Sisxrnp. That is correct. 

Senator Munpr. You had an arrangement as company counsel ? 

Mr. Stskrnp. That is correct, sir. 

Senator Munpr. So, any case you got, he shared in it? 

Mr. Stsxrnp. Not all of them, sir. 

Senator Munpr. You were not sure when he helped you with the 
case # 

Mr. Stskinp. Sir? 

Senator Munpr. You indicated you were not sure whether he had 
done any work on it. I wondered why you shared it with him. 

Mr. Sisxrnp. I have no recollection at the present time, sir. 

Senator Nrxon. In that connection, bearing on that point, what 
cases which came to the Washington office—you have an office in New 
York, too? 

Mr. Siskrinp. That is correct, sir. 

Senator Nixon. What cases which came to the Washington office 
did you have which were separate from those of Mr. Boyle? In other 
words, what case did you have that came to the Washington office that 
you didn’t share with him? 

Mr. Sisxinp. That is hard to say, today. There were those kinds of 
cases where he just did not participate. 

Senator Nixon. They were rare, though. Out of these 23, you 
say 22 of them were cases you had previously shared with him, except 
for that one retainer that you mentioned ? 

Mr. Siskrnp. At that particular time I would say that there were 
not too many of them—at the time he left the law business. 

Senator Nrxon. In other words, at the time Mr. Boyle left the law 
business, although you had no understanding as to a partnership, in 
theory there was not a partnership. De facto you were in partnership 
on 22 out of 23 of the cases; were you not? 

Mr. Siskrnp. (No response.) 

Senator Nrxon. You shared them 50-50? 

Mr. Stsxrnp. I don’t think that is a correct statement, sir. 

Senator Nrxon. You shared the fees 50-50? 
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Mr. Siskinp. That is correct, sir. I would say we were associated 
in those cases. You might call it a partnership, but I would say it 
was a cocounsel arrangement. ‘That is normal. 

There was that interest, though, at the time. 

Senator Munpr. “Cocounsel,” that is a phrase lawyers use to de- 
scribe what we laymen call a partnership. 

Mr. Siskrnp. That could very well be, sir. 

Senator Horry. No. 13. 

Mr. Sisx1np. No. 13 was valued at $40,000. 

Senator Munpr. Could you mention the name first ? 

Mr. Siskinp. Hyman-Michaels Co., Chicago, Il. That was $40,000. 

Senator Hory. How much to be collected ? 

Mr. Sisxrnp. I have collected fr om the client since then $33,500. 
There is still an estimated value of $30,000 due on pending cases. 

Senator Nixon. How much? 

Mr. Siskrnp. $30,000. 

Senator Nrxon. $30,000 due? 

Mr. Stsxrnp. That is right. 

Senator Nixon. In other words, on this one, you underestimated 
the valuation. Usually they are a little bit over. 

Mr. Sisxinp. That is correct, sir. I mean it just cannot be a mathe- 
matical computation. That is true. 

Senator Hory. What was the nature of this? 

Senator Nrxon. Now, just a minute. Who sent this case in?—Mr. 
Boyle? 

Mr. Sisxrnp. I do not think there was a forwarding attorney as 
far as I can recollect in this matter. 

Senator Nrxon. This case came in in March 1949; did it not? 

Mr. Siskrnp. That is correct. 

Senator Nixon. After Mr. Boyle was the national vice chairman 
but before he became the national chairman; is that right? It was just 
prior to the time you made this contract ? 

Mr. Siskinp. I had better check that. I believe it was in March; 
and he became executive vice chairman, on a nonsalary basis, on Feb- 
ruary 8, 1949. 

I believe it was after that date, but I am not sure. 

Senator Nrxon. And this case came from—you say it involved a 
breach of contract by the Government in connection with the sale of 
surplus? 

Senator Hory. I just asked him about what it was. He had not 
gotten to that. I was just asking to see what it was about. 

Senator Nixon. I thought you had completed the case. I am sorry. 

Mr. Sisxrnp. That account entailed two claims. These people 
had bought quite a few freight cars, packing and shipping cases which 
ag just about to be shipped to the other side when the war ended. 

I do not recall the price they paid, but when the packing cases were 
shipped after they were sold by my clients they were found to be short 
in some vital parts. They did quite a lot of running around, after 
asking my advice on the matter, and we finally found somebody who 
would replace the missing parts. They submitted a bill, made a 
claim to the Legal Division of War Assets, and after some negotia- 
tions and adjustment I believe it was settled for some $35,000. 

Senator Munpr. With whom did you work in that case, in War 
Assets? 
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Mr. Siskinp. He might have. 
Senator Nixon. Do you know whether he did or not ? 


























ment was received. 

Senator Nixon. Would you check that, please ? 

Mr. FLianacan. Surely. 

Senator Munpr. What was the time you secured this? 

Mr. Siskrnp. I would say it was in the latter part of 1949, that 
particular claim. 





















































when you got the case ? 

Mr. Sisxinp. I believe so. It might have been past the first of the 
year. 

Senator Hory. Did you give the amount that had been paid on that? 

Mr. Siskinp. Yes, sir. 

Senator Munpr. In whose name was that? Was that to Mr. Boyle, 
to yourself or to both of you? 

Mr. Stskinp. That is a case similar to the one we discussed with 

‘the railroad. That was a retainer that came into office at $100,000 
a month. There was no valuation placed on the retainer, but a valu- 
ation placed on two claims. 

Mr. Boyle had been billing them up to May 1, 1949, and thereafter 
billed them, after getting their consent for me to take on their work. 

Senator Munpr. U Pp until M: ay when you made this agreement, Mr. 
Boyle got $100,000-a-month ret: ainer check, which he sh: red with you? 

Mr. Siskrxp. That is correct, sir, because of my association. 

Senator Munpr. The retainer was in your name? 

Mr. Stskinp. That is correct. 

Senator Munpr. That relates again to the American Lithofold 
case, with the difference which you have tried to explain to me about 
the fact that in one instance the retainer was a definite contract for a 
period of years, and in the other case it was not. 

What was the number of years that you took this contract on a 
retainer from the Hyman-Michaels Co. ? 

Mr. Stskrnp. That was no set time. 

Senator Munpr. That was one of the differences you told me existed 
between the railroad case and the American Lithofold case. 

Mr. Stsxinp. This case is just like the railroad case. There was 
no valuation set on a retainer because I did not know and Mr. Boyle 
did not know whether I would be able to continue on, but there were 
these two pending claims we have been handling together with Mr. 
Boyle, and a valuation set. 

Senator Munpr. There was this difference—was there not—bet ween 
this case and the railroad case: The railroad case was a contract for 
24 months’ retainer at $100,000 a month? In this case, there is no 


definite contract for the number of months you were to receive the 
retainer ¢ 







































































































































































































































































Mr. Sitskinp. I believe, Senator, you are mixing up the railroad case 
with our No. 1 case, the Simpson Oil case. 
Senator Muenpr. I am; yes. 














Mr. Sisxrnp. I do not remember the name of the attorney, but that 


Senator Nixon. Did Mr. Larson finally approve the settlement ? 


Mr. Siskinp. I do not. I know the claim was filed, and the pay- 


Senator Munpr. You got that one within the calendar year, then, 
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Mr. Siskinp. The Simpson Oil case was the agreement for 2 years. 
The railroad case was something else. 

Senator Munpr. That is correct. 

Now, I want to find out whether this case was the same as the Simp- 
son Oil case or whether in this case, in the Hyman-Michaels Co., there 
were no stipulated number of months for the retainership to come. 

Mr. Siskinp. There were no stipulated number of months in the 
Hyman-Michaels account. 

Senator Munpr. Then the Hyman-Michaels case and the American 
Lithofold case are almost identical—are they not ’—because the big 
difference which you pointed out in instructing me as a layman was 
that you could settle the retainership in the Simpson Oil Co. because 
it was a specified 24-month contract, but that you could not settle an 
American Lithofold retainership because there was no specified num- 
ber of months. 

Now, the Hyman-Michaels Co. had no specified number of months, 
but was sold with an estimated value of $40,000. 

Mr. Stskrnp. There is this difference, sir: That the Hyman-Mi- 
chaels Co. had two pending cases which were valued. The retainer 
had no value at all, in our estimation. 

Senator Munpr. Do you mean the retainer of $1,000 is not consid- 
ered valuable among lawyers? 

Mr. Siskrnp. You are not allowed to sell that. That is a personal 
arrangement between attorneys. 

Senator Munpr. When you transfer it from one attorney to an- 
other, it is worth something to the plan; isn’t it / 

Mr. Siskinp. I believe you will find that unethical. 

Senator Nixon. That is why you did not pay for it? 

Mr. Sisxrinp. That is why I did not consider it of any value. I 
did know if I could continue on a retainer. That had to be through 
the actual consent of the client. 

Senator Hory. You had two cases pending at that time? 

Mr. Stskinp. That is right. I have explained one case. 

Now the other case involves $250,000 paid the el for 
some barbed wire located in Iraq. The contract of purchase con- 
tained the warranty on the part of the Government that the Govern- 
ment would obtain an export permit for us when the client was ready 
to ship the barbed wire out of Iraq. 

When we finally made a sale, the trouble with Israel had begun, 
martial law was declared, and the Government would not grant the 
permit to export the barbed wire. We were faced with the position 
of the Government having my client’s $250,000 and no barbed wire. 
That case is now pending in the Court of Claims. 

I might add that since, trouble has sort of gone away from there 
a little bit and we have obtained the permit and sold the goods at a 
lesser amount, so that the claim might be less. In other words, we 
sold it in order to minimize the damages. 

Senator Hory. That did not have relationship to any claim against 
the United States Government ? 

Mr. Stskinp. That is a claim. The Government has my client’s 
money. 

Senator Hory. The Government has the claim, but it is against the 
interests there. 

Mr. Siskinp. Sir? 
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Senator Hory. I say it relates to their barbed wire in Iraq? 

Mr. Stskrinp. Yes, but we paid the United States Government for 
it. 

Senator Hory. I see. You paid the Government and this is the 
adjustment of it. 

Mr. Sisxrnp. That is right. 

Senator Hory. All right, No. 14. 

Mr. Siskinp. That is Bowers Battery Co. I would say offhand 
they are in Pittsburgh, Pa. This is a Pennsylvania company. That 
was a retainer. 

Senator Hory. What was the appraised value? 

Mr. Siskrnp. The appraised value was $9,000. There was $1,800 
paid and there is a $7,200 balance due. 

Senator Hory. All right. Give us the facts about that. 

Mr. Siskrinv. That was a retainer from a lawyer, I think it was 
Robert Murphy in Reading, Pa. I believe that was his address. It 
was on a forwarding fee basis, to be Washington cocounsel with him. 
on the basis of $100,000 a month. I think that was a 2-year agreement, 
as I recall. The work involved for that client was one, trying to get 
from the Navy a check for goods delivered to the Government. The 
Navy had put a stop order on because of a counterclaim interposed 
by Navy for a subsidiary company of this client resulting from failure 
of delivery contracts during World War II, involving some two 
hundred-odd-thousand dollars. 

In looking up the law, and seeing the chances on this case, we 
advised client that perhaps the best thing to do was to pay the Navy, 
and file for a refund, because they are in such high excess profits 
taxes for the period for whieh this was concerned, it would really 
mean no loss of money. If they paid the Navy they could deduct it 
from their income and get a refund from the Government, so it would 
be more or less like putting money from one pocket into the other. 

There were conferences held on that matter and I do not know where 
it stands today. I think the client is staying away from us because 
he is way behind in his payments on the retainer. That is my per- 
sonal opinion. 

Senator Hory. How much has been paid now on that? 

Mr. Stsk1np. $1,800. 

Senator Hory. And the other $7,200 is still due? 

Mr. Siskinp. That is correct, sir. 

Senator Hory. All right, No. 15. 

Mr. Siskrnp. Now we also had an RFC loan that we assisted on 
for these people. 

Senator Hory. For this same company ? 

Mr. Sisxrnp. That is right. 

Senator Hory. How much was that for? 

Mr. Sisxrnp. I think the loan was for $560,000. I think it was 
away back in 1946. 

Senator Hory. That was back in 1946? 

Mr. Sisxrnp. That is right, sir. 

Senator Hory. Was anything further done about this loan since 
transfer was made to you by Mr. Boyle? 

Mr. Stskrnp. No, sir. 

Senator Munpr. Is that the total amount of fees collected from the 
company, for the loan and everything, $1,800? 
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Mr. Sisxinp. That is a rather involved transaction. The agree- 
ment there, as I recall it, was for a 2-year period. The forwarding 
attorney was to receive a third. There was a 2-year period of $1,000 
a month. The forwarding attorney was to receive a third of that. 

By the way, that was a finished matter and we were sending state- 
ments at the time this happened and that was the type operation I 
explained before, where I sent my statement after May 1, or starting 
May 1, 1949. 

I had to make a settlement in that case so far as the payment of 
the retainer, which was long past due, was concerned. 

I hope I have explained myself on that. 

Senator Nixon. What was the total amount of the fee you received 
in the case? I mean you, Mr. Boyle, and anybody else. 

Senator Munpr. We are talking about this $560,000 loan. 

Mr. Stskinp. You see, in that particular matter, we were not the 
attorneys of record on the loan. We were just consulting attorneys, 
with the forwarding attorney, whom I believe handled the matter. 
This is only one of the things that we were called in for, as Washington 
counsel, to be of assistance. 

Senator Nrxon. What was the total amount of the fee? 

Mr. Stsx1np. The agreed fee, I think, was $1,000 a year for 2 years, 

third for the forwarding attorney, leaving two-thirds for us. 

Senator Nixon. You meant $1,000 a month, of course. 

Mr. Sisxrnp. Sir? 

Senator Nixon. You said $1,000 a year. 

Mr. Sisxrnp. A thousand dollars.a month. That is right, for 2 
years, 

Senator Nixon. That was $24,000 and you said you had to send a 
third of that to the forwarding attorney ? 

Mr. Siskrxp. That is correct, sir. 

Mr. Nixon. The reason I asked, I recall on that application that 
I read to you this afternoon you received a retainer of $5,000 in the 
American Bus Lines, and the proposed fee was $90,000. I was won- 
dering why this fee was so modest. 

Mr. Sisxrnp. As a lawyer—of course, there are many factors. You 
try to get what the traffic will bear. You try to ascertain the value 
of your services. The American Bus Line was a very, very difficult 
vase. I think you will find that if you look up the record. The loan 
was never granted but it took a lot of research. 

Senator Nrxon. After you handled the case, the Rosenbaum firm 
took it over, did they not? 

Mr. Sisxrnp. Is that a fact, sir? I did not know that, sir. 

Senator Nrxon. I think you will find that is the case. It is a very 
interesting case. 

Mr. Siskinp. Well, well. What happened there, the loan was not 
denied. They agreed with us that it was not propitious to press the 
application and it was withdrawn, but there was a lot of work in- 
volved in that. 

Senator Hory. Proceed with No. 15. 

Mr. Sisxrnp. Fifteen is one of those civil suit matters. 

Senator Hory. I have this as 15 that you have just given. 

Mr. Sisxrnp. I believe that Was 14. The case Senator Nixon re- 
ferred to as not on the list, that he just asked me about. 
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Senator Hory. Very well, proceed with No. 15. 

Mr. Sisxinp. That case happened long after, I believe, the agree- 
ment. 

No. 15 is one of those civil suits in the United States district court. 

Senator Hory. Give the name. 

Mr. Siskrnp. I understood that there was nothing to the Federal 
Government. 

Senator Horr. Very well. Refer to No. 16. 

Mr. Siskrnp. Sixteen is the St. Joe Paper Co., I believe, of Jack- 
sonville, Fla. 

Senator Munpr. Fifteen is one that we wanted Mr. Flanagan to 
check and verify. 

Mr. Stsxrinp. That is correct, sir 

Senator Nrxon. In that connection. Mr. Chairman, I want the rec- 
ord clear on this BEC! loan. As I understood, what you did in that 

case was to arrange a 2-year retainer of $24,000 as compensation for 
the loan; is that right ? 

Mr. Stskrnp. That is not correct, sir. 

Senator Nrxon. The reason that I ask the question is this: It seems 
to me on one of the previous cases we saw this same pattern of a 

2-year arrangement for a retainer at a certain amount per month 
in which RFC loans were obtained and according to Mr. Blauner’s 
testimony that was somewhat the nature of the transaction about 
which he was talking to Mr. Boyle. Do I understand that is not the 
case ? 

Mr. Stsxtnp. I do not believe that is the fact, sir. 

Senator Nixon. You did not arrange these? 

Mr. Sisxrnp. I happen to know that Mr. Blauner never asked Mr. 
Boyle to do anything about his RFC loan, so I know they could not 
have discussed fee rates or anything on that. 

Senator Nrxon. I thought you had not discussed it with Mr. Boyle. 

Mr. Sisxrnp. I have not said that, sir. 

Senator Horry. Mr. Blauner testified he did not discuss it with 
Mr. Boyle. 

Senator Nrxon. Mr. Blauner testified that he did not discuss the 
loan with Mr. Boyle. 

Senator Hory. Hedid. The only time he mentioned it to Mr. Boyle, 
according to his testimony, was when he and Mr. Green and Mr. Toole 
went over there and asked him, and Mr. Green did the talking and they 
made the engagement with them to see Chairman Hise and that was 
the only time they discussed the loan with Mr. Boyle. 

Senator Nixon. Maybe Mr. Blauner individually did not talk over 
the loan with Mr. Boyle but my recollection was that a discussion took 
place in Mr. Boyle’s office and as a result a telephone call was made. 

Senator Horry. The testimony at that time was that Mr. Green 
spoke with Mr. Boyle and told him that the loan had been turned 
down and Mr. Blauner wanted a chance to go over and talk to some- 
one there. That made Mr. Boyle call Mr. Hise; he made the engage- 
ment and he left immediately and went over there. 

That is the ony conversation as far as the record shows, of any 
such conversation. 

Go ahead with No. 16. ' 

Mr. Sisktnp. Sixteen is the St. Joe Paper Co., Jacksonville, Fla. 
Valuation, $50,000. The client has since paid $34,000. I have an 
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estimate that the matter is still worth $50,000. It is pending. It 
is now pending in the—the client just lost out before the Interstate 
Commerce Commission and I believe has gone to the district court on 
a question of approval of the plant. The reorganization of the 
Florida-East Coast Railway. There are many millions involved in 
that case. We are working ona brief. We were present at the hear- 
ings and we have file drawers full of briefs. 

Senator Munpr. In this case you had a retainer or Mr. Boyle had 
a retainer of $650 per month ? 

Mr. Siskrnp. Sir? 

Senator Munpr. $650 per month. 

Mr. Stsk1np. That is the one for $650 per month. 

Senator Munpr. That was Mr. Boyle’s case. 

Mr. Stsxinp. That is correct. That is the one case in which I had 
no interest and did not do anything until after the agreement and so 
forth. 

Senator Munpr. After the May 20 agreement or May 1 agreement, 
is that retainer now paid to you or has it been terminated ? 

Mr. Stsxinp. That is correct, sir. I had nothing to do with the 
retainer before and now I have to do with the case. 

Senator Munpr. You now get the $650 retainer paid to you? 

Mr. Siskinp. That is correct. I had no interest in that case before. 
A valuation was set, and that is one that I bought his interest out in, 
and I have continued in since. The consideration did not include 
any valuation set for the retainer. 

Senator Nixon. When did that case come to the office? 

Mr. Sisxinp. That is an old one, sir. That has been pending in 
the courts since 1932. 

Senator Nixon. When did it come into Mr. Boyle’s office? 

Mr. Stskinp. I have no recollection, sir. 

Senator Nixon. Do you know how long Mr. Boyle represented this 
company in this reorganization matter ? 

(No response.) 

Senator Nrxon. You must have discussed it. 

Mr. Sisxrinp. I have no recollection on that. 

Senator Nrxon. You did not discuss it with him, then ? 

Mr. Siskrnp. I most likely discussed the matter of whether it 
should be included or not, and the estimated value and whether the 
client would consent to that. 

Senator Nrxon. Had you worked on the case? 

Mr. Stsxinp. Yes, sir; I had started to work on the briefs, and so 
forth. 

Senator Nixon. You started to work on the case at the time Mr. 
Boyle was getting the retainer and you were not sharing in it, is that 
right? - 

Mr. Stsktnp. That is correct, sir. 

Senator Nixon. You were working on it, in other words, as a gratu- 
ity, in that case, to Mr. Boyle? 

Mr. Stsxinp. No, sir; I would say just about this time these briefs 
were turned over to me to look up the law and the only valuation set 
was this pending case. 

Senator Nixon. Now my point is, you do not know when Mr. Boyle 
got this case, when it came into the office. 
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Were you doing the first work on the case ? 

Mr. Sisxrnp. No, sir; that I know. 

Senator Nrxon. What work had Mr. Boyle done previously ¢ 

Mr. Sisxrnp. I have no recollection of that, sir. 

Senator Nrxon. What? 

Mr. Sisxrnp. I say I have no recollection of that, sir. I know I 
started to work on it just about the time their agreement was prepared. 

Senator Nrxon. And on this case, as I understand, you have collected 
$34,000 ? 

Mr. Siskinp. That is right, from the client. 

Senator Nixon. And you still expect to collect $50,000 ? 

Mr. Siskryp. I had better clear that up. 

Senator Nrxon. I am just reading from the record that you made, 
you know, if I am wrong. 

Mr. Siskinv. What did I say in the record? 

Senator Nixon. No; I mean this recapitulation. That is what I am 
reading from. 

Mr. Sisxrnp. I had better clear that up: The $34,000 I received 
from the client was for other matters, new matters since then that have 
come into the office, and I am still carrying the $50,000 valuation of 
that case. 

Senator Nixon. In other words, you have received $34,000, plus* 
the $650 per month, is that right? It is $34,000 in addition to the 
retainer ¢ 

Mr. Sisxrnp. I had better clear those figures, sir. I am not sure of 
that. 

Senator Hory. You may check them and submit them to Mr. Flan- 
agan here and they will be inserted as a part of your testimony and 
sworn to in the same fashion that you are swearing tonight. 

(The information requested was subsequently submitted and will be 
found in the appendix under supplemental data on p. 1252.) 

Mr. Fianacan. Have you represented the St. ta Paper Co. in 
other matters pending before the Federal Government, other than 
this one case? 

Mr. Stsxrnp. I do not think so, sir. The one matter is a civil suit. 

Senator Horry. Do you mean you have represented them in some 
other matter, but it was a civil suit in which the Government was 
not interested ? 

Mr. Sisxrnp. I think the Government is vitally interested, but it 
is a civil suit in the courts. It is a new matter, though. 

Senator Nrxon. There is no quasi-government agency involved ? 

Mr. Sisxinp. I think you have SEC involved and the Post Office 
involved. 

Senator Nrxon. What is the matter? 

Mr. Stsxrnp. I would not be surprised if the Department of Justice 
is not involved, as I recall it. 

Senator Nrxon. It is something different than a civil suit. 

Mr. Siskrnp. It is a civil suit for many millions of dollars for def- 
amation of character. At least that is my interpretation of the com- 
plaint. The complaint is about an inch thick, Senator. It is an old 
story. It will make interesting reading, but it is a new case which 
came into the office after Mr. Boyle left. 
Senator Munpr. That is with regard to 16. 
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Mr. Sisxinp. That is right. Mr. Flanagan asked me if I received 
any other business from them since then. 

Senator Hory. All right, proceed with No. 17. 

Mr. Siskinp. No. 17 represents three clients: Wheelock Bros., Knaus 
of Kansas City, Moe and Larry Byers. 

The valuation set on these cases amounts to $75,000. There has been 
no money collected. They are still pending. 

Those are the cases that went all the way up to the Supreme Court 
and I obtained the reversal there, a very small verdict and the court 
directed that the matter be sent down to the Motor Carrier Claims 
Commission. 

Senator Hory. That case was carried to the Supreme Court ? 

Mr. Siskrnp. That is correct, sir. It involves about $2,000,000 in 
claims arising out of Government seizure during the war and we had 
a 121% percent contingent retainer in the matter. 

Mr. Fuanacan. Is not that case you are talking about 18? 

Mr. Stsxinp. That is correct, sir. 

Mr. Fuanacan. You skipped 17. 

Senator Hory. That was 18 that you have just given us the facts 
about ? 

Mr. Sisxkinp. That is correct, sir. 

Senator Hory. Are there any questions about 18 ? 

Now take No. 17. We have had 18. 

Mr. Sisk1np. Seventeen, the client is Potomac Heights Mutual 
Home Owners Association. It is Indian Point, Md., I believe. 

That has a valuation of $30,000. I have collected approximately 
$13,500. There is nothing due, the case having been closed. 

I represent this group of veterans. There was some 400 involved 
who formed a cooperative association under the Lanham Act to buy 
war housing at an appraised valuation that the Government set. 
The veterans were given a preference. The price set by the Govern- 
ment was all attended to before I even entered the case. 

The matter involved very extensive legal work in a proposed charter. 
It was a novel incorporation. There were rules and bylaws whereby 
500 members practically started a new village. We had a closing 
with Public Housing and there was a mortgage with Federal Housing. 
There was 2 years of legal work on that. 

Senator Hory. How does it happen you collected so much less than 
you appraised ? 

Mr. Siskrtnp. Do you really want to know the truth, sir? I did not 
have too much influence at Public Housing. They murdered me on 
the fees. 

Senator Hory. Do you mean Public Housing fixed the fee? 

Mr. Sisxrnp. Yes; Public Housing and Federal Housing had to 
pass on the fees. 

Senator Hory. They only allowed $13,500? 

Mr. Siskrnp. Well, now, at the time this estimate was made, as I 
recall, there were two other such projects in the works which never 
materialized. There was a Hillwood Square project in Viriginia, and 
another one, I believe, in Philadelphia that were included in that. 

Senator Nixon. Just a moment, at that point. When did this case 
come to the office ¢ 

Mr. Siskinp. That was in April 1949. 
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Mr. Nixon. It was April 1949? 
Mr. Siskinp. That is correct. 
Senator Nrxon. After Mr. Boyle was the vice chairman but not yet 
the acting chairman ¢ 

Mr. Siskinp. Yes, sir. 

Senator Nrxon. He was not the chairman ¢ 

Mr. Siskinp. That is correct, sir. 

Senator Nixon. About approximately when in April, do you recall, 
just before you made this deal ? 

Mr. Sisxrnp. I would say the early part of April, sir. However, 
if I might point this out, it is a typical matter in which Mr. Boyle 
insisted he got nothing to do with—never called any agencies—and if 
we had one conference in my office staff, we had a thousand there and 
nobody knew that Boyle had ever had this case or sold it to me, and 
never interceded with anybody, and the only one that knew was Mr. 
Siskind and his wife. 

I cannot impress you too much, with all of this hue and ery about 
influence in the Democratic National Committee. And this was a 
case I am proud of. There was more work in this than—well, it took 
hours and hours and hours of work to get up the very complicated 
charters and agreements, and so on. 

Senator Nrxon. Let me say, and I would not comment one way or 
the other as to how the results were reached, but up to this point in the 
record I have noted with interest that you have been generally quite 
successful in the cases. That may be attributed to your legal ability. 
We will reserve judgment on it. 

Senator Hory. No. 19. 

Mr. Siskrnp. No. 19—this was purely a civil action. 

Senator Hory. Civil action ¢ 

Mr. Stskrnp. That is right. 

Senator Hory. We will make a note of it and Mr. Flanagan will 
check with you on that. 

Mr. Stskinp. No; hold it; I am getting mixed up on my numbers 
again. I had an extra number. 

Senator Hory. All right. 

Mr. Stskrnp. No; 19 is—let me see—that is right, 19 was nothing 
to do with the Government. 

‘Twenty was nothing to do with the Government. 

Twenty-one was Popular Manufacturing Co. 

Senator Horry. Located where ? 

Mr. Siskrnp. Of New York; I do not believe they are in business 
today, sir. A 

Mr. FuanaGan. Spell that name. 

Mr. Siskinp. Popular Manufacturing Co. 

The valuation was set at $5,000; received $5,000; that receipt is of 
approximately no value today. 

That was a case involving a penalty imposed by the Army on this 
contractor who manufactured uniforms for failure to deliver on time. 

The contractor’s checks were being held up when this client came 
to the office, and I looked into the situation and found by that time his 
only relief was appearing before the Contract Board of Appeals. 

We held extensive hearings there; filed briefs; there was a compli- 
cated question of law and the Army Contract Board of Appeals found 
nmy favor. There was about $40,000 involved. 
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Senator Hory. How much is still due you? 

Mr. Siskinp. That has all been paid. 

Senator Hory. Received when? 

Mr. Siskinp. Since May 1. 

Senator Nixon. When did this case come to your office / 

Mr. Stskinp: The early part of 1949, I have here. 

Senator Nixon. According to this memorandum it says April 1949. 

Mr. Siskrnp. Well, let me check that date, sir, it is possible. 

Senator Nixon. Yes. 

Mr. Siskrnp. It is possible. 

Senator Nixon. And do you recall who forwarded that to Mr. Boyle ? 

Mr. Siskrinp. It was a New York lawyer: I would say that he came 
to me, sir. 

Senator Nrxon. Well, the reason I asked is—this case is No. 21? 

Mr. Stskrnp. Sir? 

Senator Nrxon. I was just reading—apparently the memorandum 
is in error because it says this case was forwarded to Bill Boyle by 
another attorney in 1949. 

Mr. Sisk1np. That could be correct, sir. I will get this information. 

Senator Nrxon. I am just not going on the basis of what was given 
this morning. 

Mr. Siskrnp. That could be correct. Is that from Mr. Flanagan’s 
notes? 

Senator Nrxon. Yes, sir. 

Mr. Siskinp. Well, just let me see what it says here. 

I would say that is correct, sir. 

Senator Nixon. All right. 

Mr. Siskrnp. The early part of April. 

Senator Nixon. I think you were looking down at No. 22 when I 
interrupted by asking those questions, Mr. Siskind. 

Senator Munpr. Did you say it was forwarded to you from New 
York? 

Mr. Siskrnp. It was a New York lawyer, in that case. He had no 
forwarding fee, but he brought the case down. I don’t recollect his 
name. I could get that for you. 

Senator Munpr. I think you testified earlier you have a New York 
office. 

Mr. Sitskrnp. That is correct. 

Senator Munpr. Do you have a lawyer in that office / 

Mr. Siskrnp. That is correct. 

Senator Munpr. Who is he? 

Mr. Stsxinp. My brother, William Siskind, handles the office. 

Senator Hory. All right; No. 22. 

Mr. Siskrnp. No. 22—that client is William Goss of Chicago, IIL; 
the valuation of $5,000; nothing collected; still has a value of $5,000; 
it is in the process of being settled, I think, with Public Housing. 

This is a case that the contractor bid in 1940, as a low bidder. 
Construction started; the war ensued; a shortage of steel 

Senator Munpr. It was an internal revenue case. 

Mr. FruanaGan. He skipped one number ahead, he has got to No. 
23, actually. 

Senator Nrxon. He is talking about 23? 

Mr. Franacan. Yes. 
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Senator Hory. Go ahead with it. 
Mr. Sisxinp. That is correct; I have different numbers from Mr. 
Flanagan. 

Senator Munpr. And No. 23 is the Goss Co.? 

Mr. Siskrnp. That is right, the Goss Co. 

Senator Hory. Go ahead and finish that. 

Mr. Sisxrnp. I think I was up to the point where the war ensued; a 
shortage of steel; no priorities granted ; construction had to be stopped 
when they were only up to the first floor. 

I think that was in 1942 or °43. 

In 1946, the Government requested my client to complete the build- 
ing at the old contract price with the old wage rates and prices of 
materials, and of course the client came to me and, after a case I am 

rather proud of that is reported in the law books, the Comptroller 
General reversed themselves, and held it was a theory of commercial 
frustration and issued a stop order, and we are now in the process of 
settling with Public Housing. I have other various subcontractor’s 
items—cancellation of completion bond, and so forth. 

Senator Nixon. What kind of frustration is that? 

Mr. Siskrnp. It is the theory of commercial frustration, where the 
parties enter into a contract—meeting of the minds on a certain thing 
that they think is so and then some Government action intervenes 
which doesn’t make that fact so, which dissolves the contract. It 
is a new theory of law started in England, Senator. 

Senator Nixon. That is the kind of frustration that is created by 
too much activity, in other words. 

Mr. Siskrnp. Well, I am afraid there was a little war involved. 

Senator Nixon. The Government and the war together. 

Mr. Siskin. I hope that is not so, Senator. 

Senator Hory. Now, go to No. 22. 

Mr. Siskinp. Twenty-two is the Benrus Watch Co., of Nw York. 

Mr. Fianacan. What was that name? 

Mr. Siskinp. The Benrus Watch Co. of New York. 

Senator Hory. What was the appraised value ? 

Mr. Stsxtnp. The appraised value was $17,000; received $6,600; 
no additional valuation. 

Senator Hory. What was the nature of the employment ? 

Mr. Stsxrnp. Well, now, the Senator wanted to know if there were 
cases that were referred. This isa case that was referred. 

Senator Nixon. This is one that Mr. Hanlon was discussing. 

Mr. Siskinp. That is correct; that seems so. There was another 
lawyer involved. 

Senator Nixon. Yes. Now, this case came into the office also early 
in 1949, did it not? ; 

Mr. Stskinp. Let us see, now. I keep looking at the wrong one— 
that was early in 1949, a case recommended to me, sir. 

Senator Nrxon. Do you recall its being March or April, again the 
same per iod ¢ 

Mr. Sisktnp. I would say it was a little before, but now I am not 
so sure about that. 

That was a family partnership, civil action, involving about 
$500,000 which Mr. Hanlon handled mostly. 

, Senator Hory. Do you have the appraised value—you have given 
that. 
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Mr. Siskinp. That is right, yes. 

Senator Hory. I believe that concludes the cases. Was there any 
other work that you and Mr. Boyle made arrangements—— 

Mr. Siski1np. No, sir. 

Senator Munpr. Do you know a Mr. Wahl? 

Mr. Stskinb. I believe 1 met him, sir. 

Senator Munpr. Is he an attorney / 

Mr. Stsxrnp. I don’t know that, sir; I don’t think so. 

Senator Munpr. You say youmet him. How? In connection with 
legal business ? 

Mr. Siskinp. No, not in connection with any legal business. 

Senator Munpr. You do not know whether he is an attorney or not ? 

Mr. Sisxinp. I don’t think so. 

Senator Munpr. Has he ever been associated with you in any of 
these transactions or any of these 

Mr. Siskrnp. No, sir. I have only met Mr. Wahl—oh, campara- 
tively recently, I would say within the last 6 months or year. 

Senator Munpr. Have you discussed these transactions or this tes- 
timony, have you consulted with Mr. Wah] about it? 

Mr. Siskrnp. I don’t have any recollection, sir. It could be pos- 
sible. 

Senator Munpr. Since you met him just recently, 1 thought that 
perhaps you 

Mr. Siskinb. Sir? 

Senator Munpr. Since you had met him very recently, I thought 
you would remember if you had discussed any of this testimony, 
these transactions, with him, either casually or in an advisory capacity. 

Mr. Siskrnp. I am not so sure that he entered into the discussions 
at that time. 

Senator Munpr. I cannot hear you. 

Mr. Sisktnp. I say that I am not too sure that he entered into the 
discussions at that time regarding my matter. I have no definite recol- 
lection on it, though. 

Senator Munpr. You are not sure whether—— 

Mr. Siskinp. That he took part in a conversation. 

Senator Munpt. You are not sure whether he did or did not. 

Mr. Siskrnp. That is correct, sir. 

Senator Munpr. He was present when the conversation was taking 
place concerning this, was he not? 

Mr. Siskinp. I am not—I am not too sure that he was, sir, when 
these conversations took place. 

Senator Munpr. What was that? 

Mr. Siskinp. I say I am not too sure that he was present when 
I did speak about this matter to another person in the party. Iam 
not sure that he participated. I don’t have any recollection on it. 

Senator Munpr. But you are sure that he was with a group at the 
time you were mentioning these cases, or he was present, was he not, 
whether he participated in it or not, or simply overheard it is some- 
thing that you might not have a good recollection about ? 

Mr. SIsKIND. Now. to the best of my recollection he did not par- 
ticipate. It is possible. 

Senator Munpr. It is possible. Could you tell us where that meet- 
ing took place? Iam sure you remember that. 
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Mr. Siskrnp. Senator, I could tell you that, but. I don’t know what 
bearing this has on this matter. 
Senator Munpr. Well, it has 
Mr. Siskinp. If I wanted to discuss a certain phase of this case, 
say, with an attorney present or a friend present, I don’t see what 
bearing it has on this matter. 

Senator Munpr. No; there is nothing wrong about it except we are 
trying to get all the information we can from all possible sources, to 
get the facts. 

Mr. Siskrnp. I don’t know what that information could help, in 
this matter. 

Senator Munpr. So, I was wondering where this took place. Was 
it in your office ? 

Mr. Siskrnp. Mr. Chairman, I don’t think this is pertinent to this 
inquiry, to bring in a few friends of mine that I might have discussed 
this case with. 

Senator Munpr. So Mr. Wahl is a friend of yours, is he? 

Mr. Sisktnp. No; I didn’t say that. I say he was in the party, and 
that I have no recollection whether he participated in the conference, 
and that is the point, I don’t know what bearing this has. 

Senator Munpr. Well, I think it is pertinent to any investigating 
committee trying to find all the a tilatle witnesses to tell them some- 
thing about the case, you know. 

Mr. Siskrnp. Senator, haven’t I showed you everything? You 
know more about my business and life now than my wife does. 

Now, what difference does it make that I had a conversation with 
a friend, that a party by the name of Mr. Wahl might or might not 
have been there ? 

Mr. Chairman, I think it is late enough. I have shown my cases. 
I don’t know if I will have any law business left—and I have given 
my income-tax return—I don’t think it is pertinent. 

Senator Munpr. You must have some good reason for not wanting 
to say where or if Mr. Wahl 

Mr. Siskinp. Whether I have a good reason or not, sir; I don’t 
believe that is pertinent. 

Senator Munpr. Did you 

Mr. Siskinp. Mr. Chairman, may I be excused from answering that 
question unless he shows some relevancy to this matter? 

Senator Hory. Well, of course, it is developed from the statement 
you made. Now, whether the Senator should press the matter—— 

Mr. Siskrnp. Please excuse me, sir, on that particular point. 

Senator Hory. Senator, if there is anything that transpired that 
you want to show, I think that is all right, but otherwise I do not think 
the committee need go into a man’s priv ate business. 

Senator Nrxon. Could I ask a question ? 

Senator Horry. Yes. 

Senator Nrxon. We notice that the American Lithofold checks in 
the books of the company were to be made over to you at the New 
York office and—— 

Mr. Siskrnp. I don’t believe that is a fact. I think you are mis- 
taken. 

Senator Nixon. Well, I am not mistaken on what I saw in the 
books of the company, though maybe they were not mailed. 
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Mr. Siskrnp. As I understand they were to be mailed to Mr. 
Green’s 

Senator Nrxon. Well, let us get the record. 

Mr. Bellino, the checks were sent to the New York address, is that 
correct ¢ 

Mr. Bettro, Initially they were always mailed to Mr. Green. 
think all I could say is there is a New York address. 

Senator Hory. Can you say whether or not the checks were 
mailed—— 

Mr. Betirno. They were mailed to New York, the New York ad- 
dress, Senator. 

Mr. Siskrnp. The fact of the matter is I have never received checks 
in New York, Senator. I don’t know the reason for that, but my 
recollection is the check comes to Washington. 

Senator Nrxon. May I ask you this question: Were the operations 
of the New York office completely separate from those of your Wash- 
ington office ? 

Mr. Siskrnp. No, sir. 

Senator Nrxon. Is Mr. William Siskind, your brother, an attorney / 

Mr. Stsxtnp. That is correct, sir. 

Senator Nixon. Does he share with you a partnership relation- 
ship or any other relationship as cocounsel in any matters? 

Mr. Siskinp. In some matters he is associated with me, sir. 

Senator Nixon. Is Mr. William Siskind, to your knowledge at the 
present time handling any matters which were referred to him by Mr. 
Boyle? 

Mr. Sisx1np. I—I don’t think so, but again that is something that 
is far removed from the matter under inquiry. It is since 1949, Mr. 
Chairman. I don’t think that is pertinent to this inquiry. 

Senator Nrxon. You don’t think so; that is the answer ¢ 

Mr. Sisxrnp. That is correct, sir. 

Senator Nixon. We can pursue that further-—— 

Mr. Siskrnp. I said I did not think it was pertinent, Senator. 

Senator Nrxon (continuing). But I will not press you on that point 
at this time. 

On the cases that have been mentioned, my understanding is that 
you have not done any additional work for those clients since you 
became—since you took over from Mr. Boyle, is that right ? 

Mr. Sisxrnp. I better check that, they are so mixed up on this 
list. 

Senator Nixon. Well, submit it at a later time. 

How long was the transaction between you and Mr. Boyle to run? 

Mr. Stskrnp. Sir? 

Senator Nixon. How long was the transaction between you and 
Mr. Boyle to run? How long did he agree to stay out of the active 
practice of the law? 

Mr. Siskrnp. I don’t think that was part of the agreement. 

Senator Nixon. You had no understanding on it ? 

Mr. Siskin. I don’t think so. I don’t recall any. 

Senator Nrxon. He could come back at any time as far as the agree- 
ment was concerned ? 

Mr. Stsxrnp. Not as far as the—I don’t know what effect it would 
have on the agreement, sir, but I would gladly welcome him back. 
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Senator Nrxon. I would like to comment on this point, that the only 
two RFC cases that are in this list do happen to have retainers over 
a 2-year period, a certain amount per month. I do not want to draw 
any inferences from that that should not be drawn. 

You indicated a moment ago that was not the practice you followed 
in those cases. Will you comment just briefly on that point, please? 

Mr. Sisxrnp. I don’t recall indicating that that was or was not a 
practice. It is just a coincidence. 

Senator Nixon. Well, in the Simpson Oil Co. that was the case, 
was it not? There was a retainer of $24,000, I mean, a retainer which 
amounted to $24,000 in the 2 years. 

Mr. StsKinp. That is correct, sir. 

Senator Nixon. And the same is true in the Bowers Battery case, 
was it not? 

Mr. Sisxinp. That is correct, sir, I believe. 

Senator Nrxon. How long was the contract with the American 
Lithofold to run? 

Mr. Stskrnp. There is no such contract, sir. 

Senator Nixon. You are still getting the money ? 

Mr. Stsxrnp. That is correct, sir. 

Senator Nixon. Well, when will the 2-year period end—a 2-year 
period ¢ 

Mr. Stskrnp. What 2-year period ? 

Senator Nrxon. I said a 2-year period. 

Mr. Stsxrnp. From what date, today ? 

Senator Nrxon. From the time that Mr. Boyle got the account. 

Mr. Siskrnp. Well, let’s see, that was April 21, “1949. ‘Two years 
from then I believe would be April 21, 1951. 

Senator Nixon. Now, did you discuss—I assume that you have 
discussed this transaction with Mr. Boyle prior to testifying here— 
and the reason for my question, I am not trying to pry into what you 
did or said, but is his recollection of this incident the same as yours? 

Mr. Stskrnp. Which incident are you referring to? 

Senator Hory. Senator, I do not believe this witness should testify 
as to what somebody else’s recollection is. 

Senator Nrxon. Well, I will ask Mr. Boyle that. 

Senator Horry. Yes; you can ask him tomorrow. 

Senator Nixon. Yes, sir. Now, let me ask you this: The statement 
you filed this morning, did you prepare that yourself? 

Mr. Sisxrnp. I think I had a great part to do with it, sir. 

Senator Nrxon. Where was it prepared ? 

Mr. Sisxrnp. In my office, sir. 

Senator Nrxon. Prepared in \ your office ? 

Mr. Sisxrnp. That is correct. 

Senator Nixon. You prepared it yourself, is that right? 

Mr. Sisxrnp. I did not say—I said I had a part to do with it. 

Senator Nixon. Yes. Did your counsel—he did not prepare it, 
though, did he? If he did, I will not question you further on it. 

Mr. Sisxrnp. I can’t—I think he looked at it, but I am not sure. 

Senator Nixon. Who helped you to prepare it? 

Mr. Sisxrnp. Is that important? 

Senator Nixon. Yes, it is. Did anybody from the Democratic 

National Committee help you prepare it ? 
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Mr. Siskinp. Yes. 

Senator Nixon. Who? 

Mr. Sisxkinp. Mr. Sam Brightman. 

Senator Munpt. I would like to ask some questions and I am not 
trying to get into any of these private civil cases of yours, but there 
has been considerable litigation from time to time and considerable 
Government contracts between the Dollar Steamship Co. and the 
Maritime Commission. Were you ever associated with—— 

Mr. Sisxrnp. No, sir. 

Senator Munopr (continuing). Any of those cases? 

Mr. Siskrnp. No, sir. 

Senator Munpr. You had no connection ? 

Mr. Siskinp. That is correct. 

Senator Munpr. And none of Mr. Boyle’s relationship with—— 

Mr. Stskinp. Sir? 

Senator Munpr. None of Mr. Boyle’s relationship with the Dollar 
Steamship, if he had one, was shared by you, you did not participate 
in any fees? 

Mr. Siskinp. I don’t know that any of those facts are so, sir. 

Senator Munpr. I am asking about you, I am not saying if Mr. 
Boyle had—I am asking if you had none and if you participated in 
any fee. 

Mr. Stsk1np. Well, I cannot answer what Mr. Boyle did. I can 
only answer for what I did. 

Senator Munpr. Well, I am asking about you. 

Mr. Sisk1np. What are you asking me about myself? 

Senator Munpr. If you ‘participated i in any fee. 

Mr. Siskrnp. With respect to what matter ? 

Senator Munpr. Litigation of Government contracts with the 
Dollar Steamship or from Mr. R. Stanley Dollar. 

Mr. Siskinp. As a matter of fact, I have already answered that 
question; no, sir. 

Senator Munpr. You have not? 

Mr. Siskinp. That is correct, sir. 

Senator Munpr. Although I am not going to press you any further 
on the question of the discussion, I want to ask you another question 
in that connection which you can answer or decline to answer. 

Was Mr. William Boyle present in the group when you were dis- 
cussing this transaction, this testimony at the meeting attended by 
David Wahl? 

Mr. Siskrinp. Again, Mr. Chairman, I don’t know what relevance 
that has to this matter. 

Senator Hory. You can go ahead and answer. 

Mr. Sitsxrnp. He was not there, sir. 

Senator Munpr. He was not there. 

Senator Hoey. Mr. Siskind, I want to thank you for the coopera- 
tion you have given us. 

Mr. Siskrnp. May I have one word ? 

Senator Hory. Yes; in just a minute. I say, I want to thank you 
for the cooperation you have given the committee. We are glad to 
have this information, it is something that ought to be given and 
you have saved us time and the trouble of having to issue an order 
or subpena in order to obtain the information and for that reason I 
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want to express my appreciation for your cooperation in giving this 
testimony and list of names, and so forth, as requested. 

Now, you may say what you please. 

Mr. Siskrnp. Well, all I want to say is just likewise. It is my first 
experience before a Senate investigating committee and notwith- 
standing what you read in the papers it has been no tougher than 
appearing before the Supreme Court. 

I would want to clear the record on one point. I asked Mr. Sam 
Brightman, whom I have known for many years, to help me write 
my statement. 

Now, if there is any inference to be gotten from the fact that Sam 
Brightman is over at the Democratic Committee, the Senator can make 
it. But I asked him as a personal favor to do this for me so I could 
clear my name in this case with respect to the testimony which had 
come out 3 days before I appeared here. 

Senator Nrxon. Actually, Mr. Siskind, it was mimeographed down 
at the committee, was it not ? 

Mr. Siskinp. I don’t know that, sir. 

Senator Nrxon. It was, was it not? 

Mr. Sisxinp. I do not know that. 

Senator Nixon. Where was it mimeographed ? 

Mr. Stskrnp. I said I don’t know. 

Senator Nixon. You mean you do not know where it was mimeo- 
graphed? 

Mr. Siskrnp. That is a fact, sir. 

Senator Nixon. What was done about mimeographing ? 

Mr. Stskinp. I would have to ask somebody about that because I 
left that for others, I was told I ought to get a good night’s sleep. 

Senator Nixon. Allow me to make this comment, Mr. Chairman. 
I think the witness expressed concern about his client, disclosing the 
iact that he represented him today. Now, it seems to me that the fact 
that these clients that were brought out were people who were doing 
business with the Government was a matter that the committee cer- 
tainly had some right to inquire into, but I would like to make this 
one observation coneerning Mr. Siskind’s clients. Mr. Siskind as a 
witness has ably per formed on the stand as their attor ney as well. 

Senator Hory. The committee will now recess until 10 o’clock to- 
morrow morning. 

(Whereupon, at 10:35 p. m., the subcommittee adjourned, to recon- 
vene on Thursday, September 27, 1951, at 10 a. m.) 
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THURSDAY, SEPTEMBER 27, 1951 


Untrep Srates SENATE, 
INVESTIGATIONS SUBCOMMITTEE, COMMITTEE ON 
EXPENDITURES IN THE Executive DEPARTMENTS, 
Washington, D. C. 

The subcommittee met, pursuant to adjournment, at 10:10 a.m. in 
room 357, Senate Office Building, Senator Clyde R. Hoey (chairman) 
presiding. 

Present : Senator Clyde R. Hoey of North Carolina; Senator John 
L. McClellan of Arkansas; Senator Thomas R. Underwood of Ken- 
tucky ; Senator Karl E. Mundt of South Dakota; and Senator Richard 
M. Nixon, of California. 

Also present: Francis D. Flanagan, chief counsel; Howell J. 
Hatcher, chief assistant counsel; Carmine 8. Bellino, accounting con- 
sultant; Jerome S. Alderman, assistant counsel; William <A. Leece, 
assistant counsel; and Ruth Young, clerk. 

Senator Horry. The subcommittee will come to order. 

I may announce to the photographers that the witness will be sworn 
in in a few moments. If they have not gotten all the pictures they 
want, they can take one picture, and then all the picture taking is over 

I may say to the committee that before this began, Mr. Boyle ad- 
vised me of his willingness to come to the committee and testify at any 
time we might desire his presence. Recently he called me and stated 
that he desired to be heard, and I advised him that I thought it appro- 
priate for us to conclude the testimony in general that we had, before 
the committee called him, and that was agreeable to him. Therefore 
I notified Mr. Boyle that we would be elad to hear him this morning. 

Mr. Boyle, will you stand up. Do you solemnly swear the testimony 
you give in this hearing shall be the truth, the whole truth, and noth- 
ing but the truth / 

Mr. Boyt. I do. 

Senator Hory. All right, gentlemen; are you through now? Lights 
out. Let us get the committee in order. Those who want to retire, 
get out now. 

I may state that there was some discussion with reference to Mr. 

soyle’s making copies of his income-tax returns available to the staff. 
Mr. Boyle has advised me that he is perfectly willing to do that, and 
the staff will examine the copies of the returns after we have com- 
pleted the hearing this morning. 

Senator Nixon. Just a moment, Mr. Chairman, may I ask has that 
been done? 

Senator Horry. It has not been done, but Mr. Boyle advised me this 
morning that he would be pleased to make them available to the 
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staff, and as soon as we get through here the staff will have an oppor- 
tunity to examine them. 

Senator Nixon. And I will have an opportunity to question Mr. 
Boyle at this time on matters that I may desire to question him on? 

Senator Hory. Yes; you may. 

Mr. Boyle, do you have a prepared statement? 


TESTIMONY OF WILLIAM M. BOYLE, JR., CHAIRMAN, DEMOCRATIC 
NATIONAL COMMITTEE, ACCOMPANIED BY NICHOLAS J. CHASE, 
ATTORNEY, AND GEORGE J. LEARY, ASSISTANT TO MR. BOYLE 


Mr. Boye. I do, Senator Hoey. 

Senator Horry. Then, if you would like to, you may read this pre- 
pared statement without interruption, and at the conclusion of your 
statement you will be questioned about any matters the committee 
may wish to inquire about. 

Mr. Borie. Thank you, Senator Hoey. 

Senator Horny. Mr. Boyle, will you give your name to the reporter? 

Mr. Boye. My name is William M. Boyle, Jr., Ring Building, 
Washington, D. 

Senator Hoey. 7 he gentlemen with Mr. Boyle identify themselves 
for the record. 

Mr. Cuasz. My name is Nicholas J. Chase. I am attorney for Mr. 
Boyle. My address is 1000 Hill Building, Washington, D. C. 

Senator Horry. Mr. Leary, will you identify yourself? 

Mr. Leary. George J. Leary, L-e-a-r-y, Ring Building, Washing- 
ton, D. C. 

Senator Nixon. What is his function? 

Senator Hory. You are an attorney ? 

Mr. Leary. That is right; that is correct. 

Senator Hory. Mr. Boy le, you may proceed with your statement. 

Mr. Boye. Thank you. 

Mr. Chairman and members of the committee, I want to express my 
appreciation to the committee for the privilege of appearing before 
you today. Over the past several months and in particular during the 
past 2 weeks, my name has been associated with articles appearing in 
the press in connection with matters which have been inquired of by 
this committee. When my name was first-identified by the St. Louis 
Post-Dispatch with the American Lithofold Co., I was inclined like 
most people in public life to permit the matter to pass without a for- 
mal comment or reply. However, when my attention was directed to 
the fact that members of this committee were endorsing or otherwise 
participating in the relating of alleged facts and circumstances involv- 
ing me, then I asked of your chairman the priviledge of appearing 
before you in order that none would be misled as to the truth of my 
relationship with the American Lithofold Co. and its application 
for a loan from the Reconstruction Finance Corporation. 

Prior to the November election in 1948, I had practiced law in 
Washington. Subsequent to the election, I continued to carry on the 
practice of law in Washington, D. C. On February 8, 1949, I was 
appointed vice chairman of the Democratic National Committee to 
serve without compensation. From that date until April 20, 1949, 
I continued in the private practice of law and devoted as much time 
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as I could to the committee. On April 20, 1949, I became a paid 
official of the Democratic National Committee and immediately noti- 
fied my clients that I was temporarily withdrawing from the private 
practice of law in order to devote my full time to the committee. On 
August 24,1949, I was elected by the members of the Democratic 
National Committee to the position of chairman and have served in 
that position since that date. 

When, on April 20, 1949, I became the compensated vice chairman 
of the Democratic National Committee, I took steps to terminate my 
attorney-client relationship with business then pending in my law 
office. For several years there were associates in the office. During 
that time I had associated Mr. Siskind with many of the cases which 
I was handling. At this time, I entered into an understanding with 
him whereby I withdrew from the cases and he agreed to carry them 
forward to their ultimate completion. He had worked on the great 
bulk of those cases and was familiar with the problems involved. 
Thus over a period of weeks we came to an agreement whereby he 
would take over the lease in the building where the offices were located 
and the landlord was advised of my removal. We concluded that 
there were some 22 pending matters in connection with which addi- 
tional compensation was due. Just as has been done many times in 
similar situations, an attempt was made to evaluate fairly my interest 
in these pending matters and it was finally agreed that he would pay 
me the total of $150,000 for my interest. Since June 1949 I have been 
paid approximately $99,000 on account. While I realize that what 
I have just tuld you is both personal and private, I did feel that you 
would want to know the facts, and have thus indicated the scope of 
our understanding. Since I left my law office in April 1949, I have in 
no way participated in the handling of those pending matters nor 
have I participated with Mr. Siskind in the conduct of the law prac- 
tice in connection with any matters that have come to Mr. Siskind 
since that date. I repeat: At no time and on no occasion have I 
since April 1949 engaged in the private practice of law nor have I, 
in particular, partic sipated i in the prosecution of any business w hich 
was in the office prior to April 1949 or any business that has come into 
the office of Mr. Siskind since that time. 

Among the clients which were in the office in early 1949 was the 
account of American Lithofold Co., of St. Louis. It is my under- 
standing that the principal concern of this committee with respect 
to me has been and is related to this particular client. Accordingly, 
to the best of my recollection I am stating in detail my relationship 
with the American Lithofold Co. 

About February 1, 1949, I was retained as Washington counsel by 
Mr. R. J. Blauner, president of the American Lithofold Co. I had 
no prior business or social relationship with Mr. Blauner prior to that 
time, although I had met him. My agreement with American Litho- 
fold was the usual general retainer agreement and provided for the 
payment of $500 a month. The payments were made effective as of 
February 1, 1949, and were to be in biweekly installments of $250 
each, the last being dated April 15, 1949. Thus I received the total 
sum of $1,250 from the American Lithofold Co. After my with- 
drawal from the private practice of Jaw on April 20,1949, Mr. Cecil 
A. Green, who was the Washington representative of the company, 
had recommended to Mr. Blauner that Mr. Siskind be employed to 
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represent the company. On April 30, 1949, a further check in the 
amount of $250 was forwarded by the company and when I was 
advised of its receipt, it was turned over to Mr. Siskind. 

On July 20, 1951, the St. Louis Post-Dispatch published an article 
that I was paid $8,000 by American Lithofold Co. after it obtained 
RFC loans. That statement and the subsequent articles appearing in 
the St. Louis Post-Dispatch were unfounded, distorted and false. “On 
August 6, 1949, I issued a statement as to my relationship with the 
American Lithofold Co., and I am now repeating what I then said: 

I was engaged by the American Lithofold Co. in February 1949 with a monthly 
retainer of $500. The retainer was for general legal services and had nothing 
to do with the company’s application for an RFC loan. I had nothing to do with 
the application. I had nothing to do with the presentation of the case. I never 
discussed the loan with anyone in the RFC. In short, I had nothing to do with 
the granting of the loan. At that time, I was actively engaged in the practice 
of law and had I at that time represented this company before the RFC, it would 
have been entirely ethical. But the fact is that I did not. I completely severed 
my association with the American Lithofold Co. in April of 1949 when I assumed 
full duties with the Democratic National Committee and suspended my law prac- 
tice. My service as counsel for this company thus covered a period of 24% months 
and the payments which I received from the company totaled $1,250. 

Your committee has conducted hearings and heard testimony from 
a great number of witnesses. I have had an analysis made of the 
testimony of the various witnesses and I should like to introduce into 
the record this analysis made with respect to each and every witness 
appearing before your committee wherein my name was mentioned in 
any manner: 

J. Frank Williams, RFC examiner (vol. 47. September 13, 1951): 
Does not know Mr. Boyle. Only person who ever spoke to him about 
ALC loan was Mr. Blauner. 

J. Ernest Toole, treasurer, ALC (vols. 47-48, September 13-14) : 
States Mr. Boyle called Mr. Hise asking for appointment for ALC 
representatives, 

Oliver R. Kraft, assistant manager, RFC agency, St. Louis (vol. 
48, September 14) : No comment as to Mr. Boyle. 

Walter L. Dunham, RFC, former Director serving at that time (vol. 
42, executive session, September 13) : Never spoke to Mr. Boyle about 
ALC or ony other loan. 

Harley Hise (vol. 42, executive session, September 13): Does not 
recall that Mr. Boyle ever contacted him with reference to ALC loan, 
or any specific loan. Knows that Mr. Boyle called him in some in- 
stances. He does not know how many, very few possibly, to meet 
with someone he would send over; that in all cases his procedure would 
be the same; talk to the people sent over and pass them along to the 
head of the office of loans with suggestions that everything possible be 
done to help the applicant. 

Chauncey Y. Dodds, RFC (vol. 43, executive session, September 14) : 
Does not know Mr. Boyle and would have remembered if Mr. Boyle 
ever contacted him. Has no recollection of any contact at all by any 
member of the Democratic National Committee; had no knowledge 
that Mr. Boyle was attorney for ALC at time loan was pending. 

Ernest B. Howard, RFC (vol. 49, September 14): Never received 
any telephone calls from nor does he know Mr. Boyle, nor has he re- 
ceived any calls in connection with RFC from anyone identifying 
ladies lf as a member of the Democratic National Committee. 
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Rufus G. Dickinson, RFC (vol. 49, September 15): Never had any 
call from Mr. Boyle or any person connected with the Democratic Na- 
tional Committee or any outside people with reference to the ALC 
loan, but stated at page 6237 of the record that he heard some passing 
remark around the office that Mr. Boyle’s name was mentioned. 

George P. Luce, RFC (vol. 50, September 17) : Was never contacted 
directly or indirectly in connection with the ALC loan by Mr. Boyle or 
any representative of the rape aay" National Committee. 

Frank Prince, former RFC (vol. 50, September 17) : Was not asked 
if he knew Mr. Boyle but testified th it he never had any communica- 
tion from the national committee, Mr. Boyle, Mr. You ng, or anybody 
in connection with the ALC loan. There is reference in Mr. Prince’s 
testimony to the effect that a Mr. Ory was bragging that he had good 
connections in Washington; that he knew Mr. Boyle and might bring 
him into the picture. He also testified that Green told him he knew 
Mr. Boyle and that he used to work for him. 

William E. Willett, former Director, RFC (vol. 51, September 19) : 
Testified that from recollection and according to his office record, he 
does not remember Mr. Boyle talking to him about ALC, nor did 
he know in 1949 that Mr. Boyle had any conection with ALC, 

Harvey J. Gunderson, former Director, RFC (vol. 51, September 
19): Testified Mr. Boyle did not directly or indirectly contact him 
with respect to ALC loan and does not recall knowing that he had any 
connection with Lithofold. 

Ek. Merle Young (vol. 51, September 19) : Testified that Mr. Boyle 
had never spoken to him about the ALC loan and that he did not know 
Mr. Boyle had at one time been an attorney for the corporation until 
the recent newspaper notoriety. 

Henry Mulligan, former Director, RFC (vol. 51, September 19) : 
Letter from him was inserted in the record stating that Mr. Boyle 
did not ever discuss with him the ALC loan and to the best of his 
recollection and belief no one from his office or on his behalf ever 
did discuss such a loan. 

Homer W. Stanhope, comptroller, ALC (vol. 52, September 20) : 
Testified that to his knowledge neither Mr. Boyle nor Mr. Siskind 
had anything to do with preparation of the application for the loan. 

Accordingly, it is readily seen that when I stated on August 6 that 
I had not discussed this loan with anyone, that was a true statement. 
I did make an appointment for Mr. Blauner to see Mr. Hise at the 
RFC on February 28, 1949, at Mr. Blauner’s request. I did not discuss 
the case with Mr. Hise, nor was | asked to, then or thereafter. I made 
this appointment in the same way that I have made many appoint- 
ments for people to see some person at a Government agency. Much 
has been recently published about the fact that the Democratic Na- 
tional Committee through its chairman, or other officers, have made 
appointments for individuals with the ens of the RFC. If a 
person seeks an appointment with an official of any governmental 
agency or with Members of the Senate or ean, I feel it is not only 
proper for the staff of officials of the Democratic National Committee 
to make such appointments, but it is their duty to do so. 

I have refrained from issuing any statement during the period 
that this subject matter has been before your committee because of 
the great respect I have for the United States Senate and for a 
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committee such as yours. I again want to thank you for granting 
me the privilege of appearing here. 

Senator Hory. We are glad to have the statement for the record, 
Mr. Boyle. 

Mr. Boyle, when did you first open your law office in Washington ? 

Mr. Boyte. In the early part of 1945 

Senator Hory. You have been practicing law in Washington from 
1945 until the time you withdrew on April 20, 1949? 

Mr. Borie. That is correct. 

Senator Horny. Have you had a regular partner during the time, 
law partner during the time, you have been practicing ¢ 

Mr. Bortz. No; I had associates in the practice of law, Senator 
Hoey. I had the office and the other men worked on matters with me, 
and were associated with me in matters that came into the office. 

Senator Hory. Before coming to Washington where had you prac- 
ticed law ? 

Mr. Boye. I practiced law in Kansas City, Mo. 

Senator Hory. How long have you been a lawyer / 

Mr. Boyz. Sir? 

Senator Hory. When did you begin the practice of law ? 

Mr. Boye. I was admitted to the bar in 1926. 

Senator Hory. Had you been practicing regularly since 1926 until 
April 20 of this year? 

Mr. Boytr. No; I held some positions in the city government there 
that prohibited my practicing law, but at the time I came to Wash- 
ington as assistant counsel to the then Truman committee in May of 
1941 I was assistant prosecuting attorney and practicing law at that 
time in Kansas City, Senator Hoey. 

Senator Hory. After you finished your service with the Truman 
committee did you resume the practice of law ? 

Mr. Borie. At that time I was asked by Mr. Hannegan, who had 
just been made chairman of the Democratic National Committee, to 
come over and serve with him during the 1944 campaign. The then 
Senator Truman gave that permission, and I did go over, and im- 
mediately after the campaign I told Mr. Hannegan that I wanted 
to go back into the practice of law, which I did as soon as possible. 

Senator Horny. And then you opened your law office ? 

Mr. Boye. That is correct. 

Senator Hory. You spoke of the associates; did you have any 
other associates in the office besides Mr. Siskind ? 

Mr. Borie. Oh, yes; yes, sir, Senator. 

Senator Hory. Who were those? 

Mr. Bortz. Well—— 

Senator Hory. I mean the last 2 or 8 years. 

Mr. Bortz. John W. Scott, an attorney practicing here in Wash- 
ington; another attorney named Harry Littman, and, of course, Mr. 
Max Siskind, and I believe at the time that I left there Mr. Frank 
Parks was employed by us as one of the-—— 

Senator Hory. Was Mr. William Hanlon ever an associate? 

Mr. Borie. Daniel Hanlon is an attorney in Washington, D. C.. 
with whom I handled some cases. Mr. Hanlon has his own office 
here in Washington. 

Senator Hory. I see. 
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As I understand the way you differentiate associates and partner- 
ships, where a lawyer is an associate of another he handles such cases 
with the lawyer as you may decide upon and agree upon. 

Mr. Boytx. That is correct, Senator. 

Senator Hory. Of course, in a partnership he is supposed to be in 
on all cases. 

Mr. Boyz. That is right. 

Senator Hory. Mr. Boyle, I think you have detailed the various 
facts here, but just to review it again, I wanted to ask you this: When 
you were employed by the American Lithofold Co. on this retainer 
of $500 a month, was there any discussion as to what your duties were 
to be? 

Mr. Boytr. To be available for consultation, and my office to be at 
their service at all times on matters that would come up, and that was 
the general discussion at that time. 

Senator Hory. I believe you stated that the matter of the American 
Lithofold loan by the Reconstruction Finance Corporation was never 
discussed with you? 

Mr. Boytr. That is correct. 

Senator Horr. I think the record bears out the fact that, so far as 
any witness says, the only contact with the loan was the call that you 
made to Mr. Hise to make an appointment for Mr. Blauner and Mr. 
Toole. 

Mr. Borie. That is the truth. 

Senator Hory. Do you recall the incident when that arrangement 
was made by you? 

Mr. Borie. Well, I had to refresh my memory. There are so many 
people that come into my office, Senator Hoey. As I recall, there was 
a group waiting such as is usually waiting at a national committee 
office, and they came into the office, and I believe Mr. Blauner said 
that he had a matter that he would like to take up with someone 
at the RFC, and could I make an appointment for him. I called up 
Chairman Hise and said, “There is a man here named R. J. Blauner 
from St. Louis that would like to see you. Could you see him?” and 
he said—well, as far as I remember, he said—“Send him over tonight 
or in the morning; I can see him.” But at that time I want to point 
out I did not discuss that case with Mr. Hise. 

Senator Horr. I believe Mr. Cecil Green testified that he and Mr. 
Blauner and Mr. Toole called at your office, and that is the time you 
made the engagement. 

Mr. Boyte. ‘That is what my understanding is. At the time that 
I talked to Mr. Flanagan I only remembered that Mr. Blauner was in, 
but since then I am quite sure that is true; yes. 

Senator Horry. When you made the call to Mr. Hise, did you have 
any discussion with him about the loan at all? 

Mr. Bortz. Not a bit. I merely made an appointment for a man 
named R. J. Blauner to go over and see him about a matter. 

Senator Horry. Mr. Boyle, what position did Mr. Green hold with 
you at one time in your office? 

Mr. Boyz. Well, he was investigator in my office for a period of 
several months in 1946, I believe it was. 

Senator Horry. Coming down to the time that you made the trans- 
fer of the several cases, how do you arrive at the value of the cases 
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to be transferred to Mr. Siskind when you were separating yourself 
from the practice of law? 

Mr. Borie. Well, we went over the files of the cases and the work 
that I had done on the particular cases, the services that I had ren- 
dered. There were some accounts receivable, I believe, that were 
included in the computation, Mr. Siskind and I decided a fair amount 
for the cases would be $150,000. 

Senator Hory. Have you read over or glanced over the testimony 
given by Mr. Siskind last night, which contained the list of those 
cases ? 

Mr. Boytr. I have not, Senator. 

Senator Hory. You have not? Approximately I believe there 
were 22 or 23 cases ¢ 

Mr. Boyz. Something like that; something in that order. 

Senator Hory. Was there any other case that you had at the time 
you ceased practice that you turned over to any other attorney ? 

Mr. Boyxe. No, there were four or five cases, as I remember, that 
were completed, that Mr. Hanlon had; but as far as my recollection 
at the time was it was more or less for accounts receivable on that. 

Senator Hory. Yes. You do not recall any other pending cases? 

Mr. Borie. No. 

Senator Horry. That you turned over to any other attorney ? 

Mr. Borie. No, I do not recall any other pending cases at all. 

Senator Hory. Senator McClellan? 

Senator McCie.tian. Mr. Boyle, at the time you called Mr. Hise to 
make an appointment for Mr. Blauner did you know of your know]l- 
edge that the Lithofold Corp. had an application pending for an 
RFC loan? 

Mr. Borie. No; I don’t believe that I did. I did not know anything 
about the business that was to be discussed at that time; no. They 

came in, Senator, in a line of people coming through my office and, 
as I remember, as best that I can, that they asked, Mr. Blauner asked, 
if I could make an appointment with Mr. Hise, and I turned and made 
the appointment, and that was about all there was to it. 

Senator McCietitan. Was anything said by Mr. Blauner or Mr. 
Toole or anyone in their delegation to you at the time why they desired 
the conference with Mr. Hise and what they intended to discuss with 
him / 

Mr. Bortz. No; I don’t even remember Mr. Toole. 

Senator McCLettan. Do you remember the occasion at all? 

Mr. Boye. I remember them coming through the office, Senator. 

Senator McCieutan. Had Mr. Blauner or Mr. Toole or any other 
ea nee itive of Lithofold Corp. ever apprised you of the 

bac pezore tral sarap henrat SA pending before the RFC? 

Mr. Borie. No; I didn’t know anything about their RFC matter 
at all, Senator. 

Senator McCriettan. Would you not naturally assume, since they 
wanted to see the Chairman of the Board, that they did want to see 
him about some business pertaining to the RFC? 

Mr. Borie. That is correct. 

Senator McCrietian. The business of the RFC is primarily mak- 
ing loans. 


Mr. Boye. Yes. 
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Senator McCietian. So far as the average citizen is concerned. 
It. has other duties, of course, and responsibilities, but that is its pri- 
mary function so far as private business enterprises are concerned, 

Mr. Bote. That is right, Senator. 

Senator McCietnan. So you may readily assume, whether you 
were so apprised at the moment or not, that their business was to 
talk about some matter pertaining to an RFC transaction. 

Mr. Boyte. That is correct. 

Senator McCLetitan. Even though you assumed it and had not 
been specifically apprised of it, would’ you have hesitated, knowing 
that or assuming that, to call there and make an appointment / 

Mr. Boye. Not a bit; no, sir. 

Senator McCietitan. Would there be anything wrong about it? 

Mr. Borte. Not a thing in the world, in my opinion, Senator. 

Senator McCieixian. I want to ask you one other thing. If you 

‘alled only to make an appointment at their request without discuss- 
ing their business or expressing any interest in it from your own per- 
sonal interest or st: undpoint, personally I can see there would be no 
wrong in it. 

If, however, in the position you occupied, you manifested an in- 
terest and implied, if not expressly stated—if you implied so that 
they would understand that you had an interest in it and you wanted 
to give it special attention, anticipated that your interest in it would 
be given some consideration, and possibly have some influence on 
the decision of the RFC, then I thmk your conduct would be wrong. 

Mr. Boytr. That is correct. 

Senator McCLe.tLan. So I want to get it just as clear as we can. 

Mr. Borie. That is correct, Senator; I agree with you. 

Senator McCietnan. All right. You will agree that that would 
be wrong if you did it, in the position you occupied if you tried to 
influence their decision ? 

Mr. Borie. Yes; absolutely; a hundred percent. 

Senator McCie.ttan. You agree that would be wrong ? 

Mr. Boyte. Absolutely. 

Senator McCrievian. All right. 

When you were employed by the Lithofold Corp. what discussion 
did you have as to what your services were to be for which you re 
ceived a retainer fee? 

Mr. Borie. Any matters that came up that needed legal services in 
Washington, I was at their disposal, day and night. 

Senator McC.Letian. At the time, at that time you were employed, 
J understand you were not on the payroll of the Democratic National 
Committee ¢ 

Mr. Boyte. That is correct, Senator. 

Senator McCie ian. Did you have an official capacity or an official 
title and designation of responsibility with the committee ? 

Mr. Boyte. I had been named by the then chairman at that time, 
Senator McGrath, to the position of executive vice chairman to serve 
without pay, and with the knowledge that I would continue the prac- 
tice of law. There had never been an occasion th: it I know of that 
prohibited a chairman of either party from practicing law, Senator, 
and—— 
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Senator McCie..an. I agree with you. I do not think the fact that 
you are chairman or vice chairman would prevent you from practic- 
ing law, except I dothink this: That that title and that position might 
have its weight if you were practicing law or seeking consideration 
from Government agencies. That is what I want to get into, that 
particular aspect of it. 

Senator Nixon. Mr. Chairman, might I suggest just as a matter 
of procedure, that I note that on several occasions counsel is talking 
with Mr. Boyle, which is perfectly proper, of course, but I think the 
record should show that, that he is discussing the matter. 

Senator McCuietian. I think the record should show, Mr. Chair- 
man, that he has got his counsel here; he is advising with him as he 
chooses, and counsel is with him, and I think it is proper, and it is 
a privilege and a right that this committee should respect. 

Senator Nrxon. I agree with that, but I think the record should 
show when he is consulting with counsel on a legal matter. 

Senator Horr. I think the mere fact that any witness 

Senator Nixon. That has been the custom in the past, as I under- 
stand. 

Senator Hory. I think any witness who appears with counsel cer- 
tainly has a right to confer with him at any time during the progress 
of his testimony. 

Senator McCie.ian. I not only agree that the record should show, 
but I would want it to show it from the standpoint that this committee, 
so far as I am concerned, and I feel that all committees are here to 
perform a public duty, a public service, and to conduct a hearing in 
the way that it should be conducted, treating all witnesses who come 
before us with deference so long as they respect the committee and it 
does not appear that they are willfully trying to misrepresent the 
facts and deceive the committee ; so that would be my approach to this 
whole thing. 

What I want to determine is that at the time you were employed, 
your connection with the Democratic Committee at that time—I am 
talking about the time you were employed by Lithofold, you were 
in the position of executive vice chairman of the committee without 
pay. Is that correct? 

Mr. Boyte. I believe it was before I was named vice chairman, but 
I was serving without pay when I did serve. It was a matter of a 
few days, Senator. 

Senator McCiexian. Let us see, Mr. Boyle, if we cannot fix that 
date. What was the date of your employment with the Lithofold 
Corp.? Let us get that completely clear in the record. 

Mr. Boytez. The first check was, I believe, effective February 1, 
Senator. 

Senator McCrieitxian. February 1? 

Mr. Boyte. Yes. 

Senator McCiettan. When did you become executive vice chair- 
man, acting executive vice chairman, without pay ? 

Mr. Boyte. February 8. 

Senator McCretian. February 8. At the time you accepted the 
employment did you know then that you would become executive 
vice chairman or acting executive vice chairman ? 

Mr. Boyt. I don’t know whether I did or not. I don’t know 
whether Senator McGrath at that time had asked me or not, Senator, 
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to be truthful about it. I didn’t know whether I was going to serve 
or not, to be truthful about it, and L hesitated—— 

Senator McCrievzan. In other words, what I am trying to de- 
termine is whether there was anything at the time in your relation- 
ship or in your official position with the Democratic National Com- 
mittee that should have caused you to have had some reservations in 
your employment with respect to the character of the services you 
would perform, particularly with respect to representing your client 
before a Government agency. 

Mr. Borie. None. 

Senator McC.Letian. There was not anything. Then this was a de- 
velopment following your initial employment with the company? 

‘Mr. Bortz. That is my recollection of it; yes, sir. 

Senator McCienan. What did you discuss or, may I ask it this 
way, were there any reservations or qualifications as to your services 
here that you were not to participate in or engage in any par- 
ticular kind of practice or service that the company “might require ? 

Mr. Boye. There was no discussion of any limitation on any serv- 
ices, Senator, as I 

Senator McCrietian. You would just get a general retainer fee? 

Mr. Borie. That is right. 

Senator McCievttan. What was the discussion with reference to 
what was anticipated you would be called on to do? 

Mr. Boyte. Well, just the general legal matters that would par- 
ticularly affect his company. As I remember it, it related to claims 
that would come up that needed legal action on it; but there was just 
a general discussion, so I would have to say it was general legal law 
that was discussed. 

Senator McCietitan. Would what you term a general retainer be 
not at all unusual, that a corporation or business firm doing business 
might retain a lawyer here in Washington to act for it as counsel ¢ 

Mr. Boyte. I would say that it was a general custom. 

Senator McCietian. Did they already have one attorney here in 
Washington under a retainer fee, or do you know ¢ 

Mr. Boye. I don’t know, but I do not believe so. 

Senator McCuiettan. Mr. Cecil Green, is that his name, is he an 
attorney ? 

Mr. Boytr. No. 

Senator McCie.tian. Did you know at the time you were retained 
by them that he was in their employ ¢ 

Mr. Bort. Yes, sir. 

Senator McCrerxan. As their representative here ? 

Mr. Boyt. Yes, sir. 

Senator McCretian. But he is not a lawyer? 

Mr. Boyte. Oh, no. 

Senator McCietian. As I understand it. 

Mr. Boyte. Oh, no. 

Senator McCie.ian. Mr. Boyle, at the time you became chairman 
with pay, and suspended your law practice, or whatever I assume you 
intended, for whatever period of time you served in this capacity 

Mr. Boyrte. That is right. 

Senator McCLe.xan (continuing). What action did you take with 
respect to your clients as to advising them that you no longer would 
be able to represent them ? 
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Mr. Boyz. I issued a public statement 

Senator McCreixan. Particularly, may I say those clients that are 
involved in this transaction between you and Mr. Siskind, and the 
Lithofold Corp. 

I say particularly—I am interested—I am not interested in the 
others, but I am interested particularly in the clients and the business 
that were involved in your transaction with Mr. Siskind and also with 
the Lithofold Corp. What action did you take to apprise them of 
your change in relationship, in position ? 

Mr. Boyie. No. 1, I made a public statement that appeared in most 
of the newspapers of the country, and also, I think—we are talking 
about the American Lithofold—TI believe I told Mr. Blauner per- 
sonally that I could no longer serve his company. I believe I did. -I 
know I personally told Mr. Green, their Washington representative. 

Senator McCuettan. You told Green, their Washington repre- 
sentative / 

Mr. Boyer. That is right. 

Senator McCuetian. Were his duties such, if you know, that. it 
was his responsibility, after telling him that, to apprise his employer 
of it? 

Mr. Boye. Well, he was the company representative here and I 
wanted to tell them as quickly as possible, and I believe I told Mr. 
Blauner, too; I just don’t remember that, sir. 

Senator McCietxtan. You mean personally, by telephone? 

Mr. Boyte. I believe I called Mr. Blauner and told him. 

Senator McCuetian. Your recollection is that you called him and 
told him? 

Mr. Boyte. I believe that I did. 

Senator McCietnan. Did you call any of your other clients that 
were involved, and tell them ? 

Mr. Borie. Well, I know that I did; yes. 

Senator McCLeLLan. You know you called some of them? 

Mr. Boye. I know that I called some of them. 

Senator McCietian, In other words, it is your contention that you 
immediately undertook to apprise them of your change in status so 
far as—— 

Mr. Boyte. That is right. 

Senator McCLenian (continuing). Becoming chairman of the com- 
mittee and, therefore, you would not be free to continue to represent 
them ? 

Mr. Borie. Handling their business; that is right. 

Senator McCie.tan. Following that, tell us exactly what occurred 
when you received the check for $250 subsequently made payable to 
you, which later was endorsed by you, and in some manner was de- 
livered to Mr. Siskind. 

Mr. Boyre. Well, the check came in after the April 20 date of my 
announcement of my temporary suspension of the practice of law. 
The check came to me. 

Senator McCiLeLtan. How did it come? 

Mr. Boye. By mail. 

Senator MoCiertan. By mail? 

Mr. Boye, Oh, yes. 

Senator McCrerLtan. Who actually received it, you or someone for 
you! 
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Mr. Boyter. Well, I would presume that it was addressed to my 
former law office, and that my former secretary there, one of the girls 
in the office, sent it over with my mail. 

Senator McCienian. You have no personal or individual recollec- 
tion of it now, as to how the check came into your possession ¢ 

Mr. Bortz. No—— 

Senator McCietitan. Other than you assume it came by mail? 

Mr. Boye. I am quite positive; 1 am quite sure it came, it came 
by mail, yes. 

Senator McCurtian. You are not quite sure, you are not clear— 
and I can appreciate you might not remember that—just how the check 
got to you - whether it was delivered to you after it came in the mail, 
whether it was delivered to you by your former secretary there in 
the an in the law office, or if someone else brought it to you and 
delivered it or if they simply mailed it to you and sent it on to you 
in your mail? Are you clear about it either way ¢ 

Mr. Boyte. Well, I just—I couldn’t—I imagine it was sent over 
with some other mail, Senator. 

Senator McCretian. All right. I can appreciate you might not 
remember all of those details. 

Mr. Boyer. That is right. 

Senator McCietian. But all of these things are involved here, and 
we want to get the best memory that you have. 

Mr. Boyte. I appreciate that, yes, sir; that is right, sir. 

Senator McCietitan. As nearly the complete facts pertaining to 
the transaction as possible. 

Mr. Boyxe. That is right. 

Senator McCietian. After the check actually got into your per- 
sonal possession, tell the committee now how you handled it, what you 
personally did with it, and from your knowledge how it reached Mr. 
Siskind. 

Mr. Boyte. I believe that when the check came in I called the 
Washington office here of American Lithofold and said, “Here”’—I 
am doing this from recollection—“this check came in; I am not prac- 
ticing law. I don’t want to have any checks coming in after I have 
made a public announcement. What will I do with the thing?” 

Senator McCietitan. Who did you say you believe you ¢ alled? 

Mr. Boytx. The Washington office, Mr. Green. 

Senator McCiettan. Mr. Green ? 

Mr. Borie. Yes. Sothen it wassome time later that I was informed 
that Mr. Green had recommended Mr. Siskind, and I was told to 
endorse that check on over to Mr. Siskind; that they had retained 
him and for me to endorse that check over. 

Senator McCietian. Well, now, may I apprise you of the testimony, 
as I recall it, on the part of Mr. Siskind, that Mr. Green came to him 
with the check already endorsed by you and said, “I have you a new 
client.” 

Mr. Boyter. Yes. 

Senator McCietian. And at that time delivered the check as the 
initial retainer fee. 

Mr. Boye. That might be. In my own mind, I do not know when 
that check came in whether I sent that over to Green at his office and 
he held it until it was brought back to be endorsed by me or whether 
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it was laid on my desk until Green informed me of the retention of 
Mr. Siskind. Now, that is not 

Senator McCreutan. If you were going to simply return the check 
to the company and decline to accept it, there would be no occasion for 
you to endorse it, would there? 

Mr. Boyte. That is true. 

Senator McCiatian. So it must be assumed, I would think, that at 
the time you endorsed it you had in mind that the check was to be 
delivered to someone else. How you got that impression, I do not 
know. Maybe you can remember and maybe you cannot. 

Mr. Bortz. Well, as I say, I 

Senator McCieian. There would be no occasion for you to endorse 
the check if you simply meant to decline it. 

Mr. Bortr. As I remember, I was instructed by someone with the 
company—I believe it was Mr. Green—to indorse that check over to 
Siskind; that was later on. 

Senator McCrevian. It was not specifically endorsed over to 
Siskind; as I recall, the check just bears your endorsement. It could 
have been to anyone so far as you were concerned. 

Mr. Borie. Yes. I am not clear in my mind whether I sent that 
check over to their office here in Washington or not, to tell you the 
truth, Senator. I just do not know. 

Senator McCrietian. Let me ask you, in the meantime had you 
had any contact with the Lithofold Co. or any of its representatives 
in which you recommended Mr. Siskind as your successor ? 

Mr. Boye. None. 

Senator McCie.xian. Or that they retain him? 

Mr. Borie. At no time, under no circumstances. 

Senator McCie.itan. At no time did you recommend Siskind? 

Mr. Borie. That is right. I would take this occasion to say that 
I have never recommended or referred a client to Mr. Siskind since 
the time of my paid employment by the Democratic National 
Committee. 

Senator McCie.tian. Not the Lithofold Corp. or anyone else, or 
any of the others? 

Mr. Bortz. That is correct. 

Senator McCie.titan. At no time recommended Siskind to them? 

Mr. Boyte. That is right. 

Senator McCiettan. Do you know or have you been advised— 
and I am sorry I was not present and did not hear Mr. Green’s testi- 
mony, and I am not sure what the record shows—do you know whether 
Mr. Green, prior to the time that he delivered this check to Mr. Siskind, 
had contacted his employer, the corporation, or some of its officials 
and recommended Mr. Siskind and gotten authority to retain him 
for the firm, for the company? Do you know? 

Mr. Boytr. I have no knowledge of my own. I have understood 
that, Senator; I don’t know. 

Senator Hory. Mr. Green testified to that. 

Senator McCie.ian. Mr. Green did testify to that? 

Senator Horry. He testified that he phoned and conferred with 
Blauner and got authority. 

Senator McCie.ian. I am sorry; I am just trying to get your whole 
connection with it from beginning to end. 

Mr. Boyte. That is all right. 
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Senator McCietian. May I ask you, Mr. Boyle, you referred in 
your prepared statement here to an article in the St. Louis Post-Dis- 
atch to the effect that subsequent to the Lithofold Corp. receiving a 
oan from the RFC that you have been paid by that corporation or 
client the sum of $8,000. i that charge in the St. Louis Post-Dispatch 
true or false ? 

Mr. Boyt. It is absolutely false. 

Senator McCie.tian. Have you received any compensation, gratu- 
ity, gift, or any other thing of value from this corporation, the Litho- 
fold Corp., since the RFC granted a loan? 

Mr. Boye. No. 

Senator McCrettan. Have you ever received anything from this 
corporation as a gift, gratuity, or other form of ‘compensation of 

value other than the $1,250 to which you have testified, and the $250 
check that went to Mr. Siskind? 

Mr. Boyte. That is the statement of fact. As the testimony has 
shown here, Mr. Green at one time gave my two daughters a camera. 
At that time he did not say it was the American Lithofold or any- 
thing else. 

Senator McCietian. At what time was that gift made? All these 
things are in it. Let us clear it up. 

Mr. Boyt. I think it was supposedly a Christmas gift, if I remem- 
ber. It was a little bit late, but we have exchanged gifts with the 
Greens for many years. 

Senator McCiettan. Green and you had been friends for many 
years ¢ 

Mr. Borie. That is correct. 

Senator McCietian. And the camera came through Green? 

Mr. Boyte. That is right. 

Senator McCietian. What Christmas are we referring to? 

Mr. Boye. I am awfully sorry, I just don’t 

Senator McCueiian. Was it 1950, the Christmas of 1950? 

Mr. Boyte. Does the record show? 

Mr. Cuase. No, I don’t know. 

Mr. Borie. I don’t know, Senator. 

Senator McCietian. They gave—Mr. gave camera 

Mr. Boyte. To the two girls. 

Senator McCietitan. Your daughters? 

Mr. Boye. That is right. 

Senator McCietian. You did not know at that time that it was a 
gift from the Lithofold oan! 

Mr. Boyte. Well, no, I didn’t know. Mr. Green just said, “I have 
got a camera for the two girls,” but 

Senator McCienian. Had you known that it was from the Litho- 
fold Corp., having previously represented them as their attorney, 
would you have hesitated to have accepted it? 

Mr. Borie. No, I don’t believe I would, if it came from Mr. Green. 

Senator Nrxon. Mr. Green was not in the habit of giving you $150 
gifts, was he? 

Mr. Boyt. No, he wasn’t but we always exchanged gifts. 

Senator Nixon. Not $150 gifts from him? 

Mr. Boyte. No. 
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Senator McCietian. Mr. Boyle, with reference to this St. Louis 
Post-Dispatch article—and there were probably several, I did not fol- 
low them closely, but I would think this one would be sufficient for 
the purposes that I am inquiring about, at least—have you contacted 
the St. Louis Post-Dispatch or any of its officials or managers, editors, 
with reference to this article, and apprised them of the fact that it was 
false ? 

Mr. Boye. I informed one of their representatives prior to the 
printing of the article that I had not been = $8,000 by American 
Lithofold; that I had been their legal counsel in Washington for 
214 months, and had received $1,250, 

Senator McCietian. Can you identify that representative for us? 

Mr. Boyxr. His name was Link. 

Senator McCietian. Link? Do you know his initials? 

Mr. Borie. No, Senator. 

Senator McCiettan. Do you know who is the author of the articles 
in the Post, the St. Louis Post-Dispatch? There is another Post. 

Mr. Borie. I don’t know. 

Senator McCLettan. You do not know who is the author of it? 

Mr. Borie. No; I presume it was Link. 

Senator McCietitan. You assume it was Link ? 

Mr. Boye. That is right. 

Senator McCiertan. Have you undertaken to find out ? 

Mr. Borie. Senator, this is a matter that I have discussed with 
legal counsel, and the possibility of some legal action in the matter 

Senator McCietitan. That is what I wanted to find out. 

Mr. Boyte. Yes. 

Senator McCLetLan. Have you demanded of the Post, the St. Louis 
Post-Dispatch, a retraction of the article and an apology? 

Mr. Bortz. That is in the hands of my counsel, Senator, and I have 
not, no. 

Senator McCretian. Well, I am trying to make this record clear 

Mr. Boyte. Yes. 

Senator McCrietian. Do you consider that the articles, in view of 
the fact that you say they are false and untrue, do you consider them 
libelous and slanderous of your character—the imputations that flow 
from it, the implications? 

Mr. Boyte. I do. 

Senator McCrettan. I want to say to you that either you are per- 
juring yourself or, in my judgment, it is a deliberate slander. 

Mr. Chairman, I should like to ask—I do not know, and I should 
like to ask—if anyone has been subpenaed here to testify from the 
St. Louis Post-Dispatch ? 

Senator Hory. A subpena has not been issued, but the staff has 
made investigations with reference to bringing somebody here. 

Senator McCietian. I want to say for myself that I believe they 
should be brought here. I believe in freedom of the press, but I do 
not believe in freedom that permits that character of abuse, and I 
think they should be brought to account, or else if their statement is 
true and yours is false, why, proper proceedings should be had 
against you. 

I believe it is tragic that through this medium people can be slan- 
dered by the press, by commentators and others, and go free, and I 
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think it does great harm in our country in shattering confidence in 
each other, in Government, in Government officials, at the same time 
when Government officials conduct themselves as some have who 
have been before us in this proceeding, and their crime is equally as 
bad; and unless we get this thing cleaned up and cleared up in Amer- 
ica there is no telling what the final and ultimate consequences will be. 

Senator Nixon. At this time; if the Senator will yield, just so the 
record is straight, the Senator is not meaning to indicate that at this 
time he is suggesting that the St. Louis Post-Dispatch has libeled Mr. 
Boyle? 

Senator McCieitxian. I do say this: It is kind of like the story of the 
fellow on the witness stand when the lady had just appeared and 
testified against him. They asked him the question “Do you mean 
to say th: it this charming lady over here is lying?” He said, “No, 
sir; I donot. I mean to ‘emphasize what a liar Lam if she is te lhng 
the truth.” [Laughter. | 

I simply want to know who is telling the truth; that is all. 

Mr. Boyle, there is another thing involved in this that I think should 
have some clarification, and that is the manner in which this trans- 
action with Mr. Siskind was consummated in the sale of these accounts. 

I believe it has been testified that some five or six of the accounts 
were closed so far as any other services to be performed by the attor- 
ney, and there was nothing left except to collect the fee that had been 
earned. 

Mr. Boyte. Yes. 

Senator McC.Letan. I believe it was six; am I correct? 

Mr. Borie. Yes, sir; that is correct. 

Senator McCetian. It strikes me that it needs some explanation 
of why those six accounts that were closed and no other services were 
to be rendered would be involved in the sale of pending business. 

Mr. Borie. The matter that I had to do at the time was to devote 
all my time to the Democratic National Committee. I had served 
there from the February 8 date to April 20. It was apparent to me 
that no man could do both jobs. I could not be fair to my clients. 
On the other hand, I could not do the tremendous job that is a time- 
consuming one at the national committee. So, when I sat down with 
Mr. Siskind over this period of time that we went over these accounts 
receivable and the business that was then in that office, we took that 
into consideration. We arrived at this flat price by computing the 
work that I had done on the cases that were pending in the office, and 
the assets, the accounts receivable. So, it was a meeting of the minds 
by Mr. Siskind and myself on this particular amount. 

Senator McCLeLLan. May I ask you this: I do not recall—and per- 
haps the record may show from Mr. Siskind’s testimony, in those cases 
that were closed—the six that we have spoken of that were closed. Did 
Mr. Siskind himself have an interest in those fees or some of them ? 

Mr. Boytr. Yes: he did in some of them. 

Senator McCLeiLian. In other words, he was associated with you? 

Mr. Boye. That is right. 

Senator McCieiian. In some of those cases? 

Mr. Borie. That is right. 

Senator McCietitan. Now, according to his testimony, there is 
nothing in writing that is authentic; there was no written contract; 
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there was no memorandum signed by either of you or both of you. 
The only thing pertaining to the transaction that is in writing and 
available is one sheet of paper. I believe they say it is a yellow sheet 
of paper; is that right? It does not matter about the color anyway— 
one sheet of paper where a notation was made by listing the name of 
the client, and placing—extending out beyond that the appraised value 
or your agreed value of the fee that would be earned or had been 
earned ; is that correct? Do you know anything 

Mr. Boy.r. There was no written agreement, Senator. Mr. Siskind 
and I had had no written agreement on any matters in the preceding 
vears of our association in the office, and we did not have a written 
contract of sale. It was purely a personal computation of the interest 
and agreed on, and that verbally. 

Senator McCuietian. Did you see the paper, the notes on the paper 
that I have referred to, that memorandum that is unsigned ? 

Mr. Boye. I would not be able to say that I had seen any particular 
paper. We both made notes about different things as we went along, 
but when we agreed on the flat amount, why, that was the end of it so 
far as I was concerned. 

Senator McCietLan. You do not know whether you say this par- 
ticular document, if I may call it that—there ought to be a proper 
name for it—but this memorandum of caleulations—— 

Mr. Boyt. I do not. 

Senator McCietian (continuing). Listing the clients and of the 
value of their business? You do not know whether you ever saw 
it or not? 

Mr. Borie. That particular one. I know we did quite a lot of com- 
puting. 

Senator McCieiian. You mean, by that, that in the course of dis- 
cussing it you would make calculations ¢ 

Mr. Boyte. That is right. 

Senator McCLetLan. Did you keep any of those papers? 

Mr. Bortz. No. After the amount, flat amount was set, why, I paid 
no more attention to it. 

Senator McCietian. Paid no more attention to it? 

Mr. Boyte. That is right. 

Senator McCietuan. It is a bit unusual—is it not, Mr. Boyle!— 
that a transaction of this magnitude—of course, it may not be much 
money for a lawyer in Washington, but that is a whole lot of money 
for a country boy—it is a bit unusual that two men would enter into 
a transaction of that magnitude, both of whom are lawyers, and not 
make any record of it or enter into any stipulation or agreement that 
could be easily proven in court in the event that one or the other’s 
estate became involved ? 

Mr. Boyte. Senator, in dealing amongst men, I presume that you 
judge persons that you are particularly dealing with at the time. 
I had the greatest confidence in Mr. Siskind’s honesty, and when 
we made our arrangements we followed what we thought was the 
proper way to end up an association; and, when we came to our agree- 
ment, I had no question as to Mr. Siskind’s honesty. 

Senator McCiettan. Well, I can appreciate that your relationship 
had been such that you had 
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Mr. Boye. That is right. 

Senator McCuie.uan (continuing). Not the slightest doubt of his 
integrity and purpose to keep the agreement. 

Mr. Boyxe. That is right. 

Senator McCie.tian. But transactions involving sums like that 
could become easily, as you know as an attorney, the subject of liti- 
gation in the event that either estate became involved in it. 

Mr. Bortz. That is true. 

Senator McCietian. And the natural and the general practice and 
the advice that I am sure you would give as counsel to clients would 
be to have something in writing so there could be no question arising 
in the event of a contingency that could occur. 

Mr. Boye. That is right. 

Senator McCuetian. This gives rise—and I am speaking theoreti- 

cally, at least—the way the transaction was handled can give rise in 
the minds of some at least that this was not a complete severance of 
relationship, but that over a pivot of time which is undesignated you 
expected to get from Mr. Siskind’s practice the sum of $150,000, and 
the point I am making is: Every implication is going to be drawn 
from this testimony. Those who are friendly to you, or maybe who 
want to be fair to you, are going to say, “Well, there is nothing 
unusual in that transaction, because they were good friends; they 
have been associated together,” and others who are seeking or others 
who absolutely are neutral and have no interest in it may easily assume 
or gain the impression that this was not a complete ‘sale under the 
conditions, the w ay it was handled, but it was simply an arrangement 
whereby in the future Siskind was to do the work and Boyle, as chair- 
man of the national committee, was to receive $150,000, and maybe 
any amount, since you had no paper, no document. You now say it 
is $150,000, but there is nothing to prove it except the word of the 
two men when it becomes involved. 

All I am doing this for is to help you clear it up. 

Mr. Boye. Yes. 

Senator McCie.i A You appreciate what I am saying? 

Mr. Borie. I do. I do, Senator. If it had been in writing, of 
course, some enemies would have tried to make something out of it. 

Senator McCieitian. And it would have made it much easier for us 
here to pass judgment on it; would it not? 

Mr. Boye. Well 

Senator McCretian. And for the skeptical and unbelieving? 

Mr. Boytr. Yes. 

Senator McCie.ian. To have no ground for any suspicions. 

Mr. Boyrze. I would agree with you on that. However, I believe 
other attorneys in their personal legal matters have been determined 
to be probably the worst businessmen in the country, but—— 

Senator McCietian. I have even known some good ones to die 
without leaving a will; I agree with you. The point is that I am 
making: If you can say or do anything to clear this up for your own 
benefit and in justice to yourselves, give the correct impression that 
should be gained from this transaction. 

It is unusual, I want to say, from my viewpoint—it is unusual that 
a transaction of this magnitude would be handled in that way. 

Mr. Bortz. I said in my statement, Senator, that at no time and on 
no occasion have I since April 1949 engaged in the private practice 
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of law, nor have I in particular participated in the prosecution of any 
business which was in the office prior to April of 1949, or any business 
that has come into the office of Mr. Siskind since that time. 

I severed entirely with every degree of physical being and mental 
being my association in that law office. I have not been in the law 
office. Ihave not talked to clients. I have not taken clients. I have 
not served clients. I have not received fees from clients. 

Senator McCietian. Have you referred clients? 

Mr. Boye. Not a one. 

Senator McCieiian. Not one? 

Mr. Bortz. Not a one. 

Senator McCietian. That is a positive statement under oath. 

There is another circumstance in connection with this possibly that 
gives rise to inquiry and that is that, in reporting the payments he 
has made to you, Mr. Siskind has reported them on his income tax as 
forwarding fees, I believe, which gives rise to the fact that the way 
this thing was handled, this transaction, you were to continue in your 
capacity or would in your capacity as chairman of the national com- 
mittee use that position to get cases and refer those cases to him and 
expect to get a forwarding fee out of them. 

Was there any such understanding ¢ 

Mr. Bortz. No; there was not. 

Senator McCie.ian. Has any such action transpired on your part 
at any time since you severed that relation ? 

Mr. Boyte. No, sir. 

Senator McCie.uan. Have you ever forwarded a client or referred 
a client to him ? 

Mr. Boyze. No. 

Senator McCrienian. Then tell us your view of the way these fees 
are handled in his return as forwarding fees—these payments, I mean, 
as forwarding fees. 

Mr. Borie. I do not know how he—you say the word is “forward- 
ing”—that is a term that is used generally among lawyers. 

Senator McCie.uan. I believe I am correct in that. Is that not 
what the testimony shows: that Mr. Siskind reported his payments 
to Mr. Boyle as forwarding fees? 

Mr. Fianacan. That is correct. 

Mr. Boyre. That is a vernacular among lawyers. 

Senator McCre.tian. I am not saying it is improper. I am not 
saying it is not proper in this instance, but I do say that that term has 
has been used here and the way he handled it would indicate that 
he, as I understand it, handled them in his return just as he would 
where an attorney forwarded him business, when the fee was col- 
lected he sent him the customary forwarding fee or the forwarding 
fee agreed upon which implies that he is being paid for cases referred 
by him. 

Mr. Boytr. Yes. 

Senator McCretian. Of course, you referred all of these when 
you closed it out; that would be proper. 

Mr. Boye. That is right. 

Senator McCiettan. But the term, the very significance of it 
implies there was an arrangement for you to receive a certain part 
of fees for cases that you would send to him. That is why it is impor- 
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tant to clear this up. Whether you had any understanding that 
ou would send him further business or ever did send him any further 
ede! and expected to receive compensation for it. 

Mr. Boytr. I would not say that I did not—at this moment I can- 
not recall any of his clients. I might have known somebody, but I 
never sent him a client since I have been national chairman. 

Senator McCrietzan. May I ask you one other question ‘ 

Did you ever recommend to any of these clients whose business you 
transferred to him at the time of this sale that they continue to retain 
him thereafter, to retain him—I do not think it would be improper 
for you to do it. 

Mr. Boyze. I do not think I did. I would say “No” on that. Mr. 
Siskind was participating in doing the work on most of those cases 
anyway, so far as I can recollect. 

Senator McCietian. He was already involved ¢ 

Mr. Boye. He was already involved. 

Senator McCLettan. The clients knew that? 

Mr. Boyte. Yes, sir. 

Senator McCLeLian. The clients knew that ? 

Mr. Boytr. Yes, sir. 

Senator McCietitan. So they had their contact with him and he 
had contact with them insofar as you were associated together ¢ 

Mr. Borie. That is correct; yes, sir. 

Senator McCLetnan. One other thing in connection with the trans- 
action, you state, at least Siskind stated repeatedly, and 1 believe you 
state that the Lithofold account was not sold ¢ 

Mr. Boytr. That is correct. 

Senator McCLettan. Why was it not sold ¢ 

Mr. Borie. Well, you do not sell retainers. You do not sell any- 
thing. In the canon of ethics of law, I think the recommendation is 
that you compute the work done and the interest of the attorney with- 
drawing from the practice. 

Senator McCretian. Is it true that you cannot sell ethically a 
retainer fee ¢ 

Mr. Boyxe. I took that position. 

Senator McCietitan. Was the Lithofold case or account in your 
discussions, in the negotiations with Mr. Siskind ever mentioned ? 
Did you ever reveal to him that you had such an account ¢ 

Mr. Boytr. No. 

Senator McCiettan. Do you know whether he knew at the time, 
in view of your close associations, that you did have such an account # 

Mr. Boye. He'd have no occasion to; I do not know that he did. 

Senator McCietnan. In that close relatioinship you do not know 
whether you had discussed it with him ¢ 

Mr. Boyte. I doubt it. 

Senator McCLetian. Or apprised him of the fact that you had such 
an account either before, or that he had come into knowledge of it 
by reason of that close relationship, or if you at the time apprised 
him of the fact during the period of these negotiations ? 

Mr. Bortz. No; I am sure not. 

Senator McCre..an. In the consummation of this transaction ? 

Mr. Borie. No. 

Senator McCietian. So far as you know, he had no knowledge? 

Mr. Borie. So far as I know he had no knowledge. 
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Senator McCiettan. Did you purposely withhold it from the sale? 

Mr. Boyt. No. It was a plain, regular retainer, and you do not 
sell retainers. 

Senator McCietian. Did you have in mind, at the time that you 
had that account but you were not free to sell it or should not ‘sell 
it? 

Mr. Boyt. I knew that I was not. 

Senator McCiettan. You knew you were not? 

Mr. Boyt. Yes. 

Senator McCretxian. Did you have any other retainer accounts that 
were not included in this sale? 

Mr. Boytr. No. There were other cases that were live accounts that 
had files there that needed to be worked, and those entered into the 
agreement. 

Senator McC.iettan. That needed legal work—where? 

Mr. Borie. They were live cases being worked on. 

Senator McCiettan. You mean where they were paying a retainer 
fee, but they had business actually pending that had to be attended 
to? 

Mr. Boyte. That is correct. 

Senator McCieitian. That is where you differentiate between the 
Lithofold account 

Mr. Boyte. That is correct. 

Senator McCie.tian. And the others? 

Mr. Boyte. Yes. 

Senator McCLetian. Because they had live, current business ? 

Mr. Boyte. That is right. 

Senator McCietian. That needed attention ? 

Mr. Borie. That is right. 

Senator McCuetian. Lithofold had given you no business ? 

Mr. Boyze. That is right. 

Senator McCretxtan. Only retained you and no business had been 
referred to you by it? 

Mr. Boyte. That is right. 

Senator McCietuan. Is that correct ? 

Mr. Boyze. Yes. 

Senator McCietitan. Mr. Chairman, that is all for the present. 

Senator Hory. Senator Underwood, do you have any questions? 

Senator UnpERwoop. No questions. 

Senator Hory. Which one of you gentlemen desires to question 
now ? 

Senator Munpr. I would like to review first the statement that Mr. 
Boyle made. We are not quite so much interested in your connection 
with the American Lithofold—that is a sort of index tab by which 
this committee came into the case, but our general interest is whether 
or not undue political influence is being exercised on Government 
business. 

Mr. Boyue. Yes. 

Senator Munpr. So that it is not quite as you said in your statement 
only with regard to the American Lithofold, although that is quite 
understandably one of the primary cases involved. 

Mr. Boyxe. Yes. 

Senator Munpr. I think, consequently, it is important to establish, 
if we can, your relationship with the American Lithofold or any other 
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company after the time you became a prominent officer in the Demo- 
cratic National Committee. 

We are not concerned about the relationships you had with any 
Government business prior to that. 

I am going to insist, Mr. Chairman, that while I am interrogating 
the witness, he may consult with counsel at any time—that is an es- 
tablished practice of this eens if counsel continues to 
interrupt and whisper in his ear, I want it to be shown each time that 
the counsel is answering the umtion instead of Mr. Boyle. That is 
also an established procedure. 

Senator Hory. I do not think that counsel is answering the question, 
but I think it is proper to say that counsel has conferred. 

Senator Munpr. Very well. 

Mr. Cuase. For the 

Senator Munpr. No; each time it occurs. 

Mr. Cuase. For the record, let it be shown that I talked to Mr. 
Boyle as to the question which you had just framed and suggested 
that you should fix the time and date. That was the only observation 
I made to him, and I submit that it was proper. 

Senator Munpr. Quite proper, and | am not asking you to disclose 
what you are telling Mr. Boyle. 

Mr. Cuase. Iam perfectly willing to do it. 

Senator Munpr. The record should show when you voluntarily de- 
cide to give him some instructions without his consulting you. I want 
the record to so show. 

Senator Hory. The record may show that at any time that counsel 
confers with the witness. Of course, that is entirely proper for him 
to confer at any time he thinks he ought to do it but it is also proper 
for the record to show that counsel has conferred with the witness. 

Senator Munor. That is right. 

Mr. Cuase. I do not take it that you intend by that ruling to. in 
any way stop the witness—— 

Senator Munpr. Not in the slightest. 

Mr. Cuase. From employing such advice as he may desire or in any 
way to curb me from discussing matters with him ? 

Senator Horry. Not at all. I stated a while ago that it was entirely 
proper for the witness to have counsel—entirely proper for him to 
confer with him, but in previous hearings we have followed the policy, 
when the counsel does confer, for the stenographer to make a note 
that counsel has conferred with the witness—conferred with his 
counsel. 

Mr. Cuase. Thank you very much. 

Senator Hory. No suggestion of any impropriety or no suggestion 
of anything wrong about | it, but it is proper to have that entry made 
in the record as we have done in previous times. 

Senator Munpr. Exactly right, so that we understand each other. 
It will be perfectly O. K. with me to raise the question. If Mr. Boyle 
decides he would like to confer with you on each question, he may do 
it. [have no objection to that. It is perfectly prayer . Isimply want 
the record so to show. 

Your statement, Mr. Boyle, points out that you became vice chair- 
man of the Democratic National Committee on Februar y 8, 1949, and 
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that you served in that capacity without compensation from the com- 
mittee until April 20, 1949. 

Mr. Borie. That is correct. 

Senator Munpr. I think you recognize, of course, that from your 
standpoint it would be highly desir able during that interim that you 
have a source of dividends and income to maintain yourself and your 
family. There is nothing wrong about that. 

Mr. Borie. That is right. 

Senator Munpr. I think you must also recognize that as executive 
vice chairman of the Democratic National Committee your position 
vis-’-vis Government agencies is different and more important from 
that of just an ordinary citizen; is that not correct ? 

Mr. Boyt. I would not expect to receive any more consideration 
in a Government agency than any other person or citizen of the 
United States, That is the way I feel about it, and I have never asked 
for any more consideration in any way than as a citizen of the United 
States, 

Senator Munpr. I am perfectly willing to accept that latter part 
that you never asked for it. 

Mr. Boye. That is right. 

Senator Munpr. But you do speak with an authority or a position 
or should we, at least, say a prominence which would be lacking if 
you were just William M. Boyle, citizen of Washington, D. C., in 
other words? 

Mr. Boyxe. I want to get this question straight, Senator, as to the 
decision of a person of Government that would have a matter under 
consideration, that I would speak to them about, that I would receive 
more consideration than I would as a citizen William M. Boyle? I 
think that the Government official should give every person that 
appears before him every consideration. 

Senator Munpr. I think he should, too. 

The point I am raising is simply this, when you become executive 
vice chairman of the Democratic National Committee, publicly 
known as such, a new factor has entered the picture concerning your 
relationship with Government appointees, some of whom are politi- 
cal, than was true when you were William M. Boyle, citizen of Wash- 
ington, D. C. 

Mr. Boye. That is an assumption; I would not want to assume 
that any Government employee or agent of Government would be 
improperly influenced by any name. 

Senator Munpr. Well, you have a perfect right to assume that 
Government is as pure as that. Tho e you are right. 

Mr. Boye. I hope so, and I ial 

Senator Munpr. But some of the testimony taken by some of the 
committees around here indicates, unfortunately, that the contrary is 
true. 

Mr. Borie. Now, let-—— 

Senator Munprt. I simply raised the point that a new factor has 
entered, not from your standpoint, but from the fellow at the other 
end of the te lephone —he knows he is being talked to by somebody 
of importance in the committee which may have gotten him his ap- 
pointment—I think that stands clear. 

Mr. Borie. Well, I have to differentiate—I have never believed that 
the people in Government were swayed by big names; I think they 
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will show courtesy to a call from a United States Senator or a Con- 
gressman—they are respected parts of this country, but let me point 
this out, in our discussion here, Senator, that 1 of my own volition on 
April 20, after conferring with then Senator MeGrath, set out myself 
to set up this principle to follow myself, that I would not continue the 
practice of law, that I would take a salary from the national com- 
mittee. 

When I went over there I had no idea of taking a salary from the 
national committee. I expected to continue in the practice of law. 
When I took the appointment, I took no oath of office as far as my 
personal business was concerned. It certainly had never been an 
established precedent or practice that a chairman or a vice chairman 
of any national committee did not continue in his profession, but 
at that time I set up a principle to follow whereby I would give up 
temporarily the practice of law. 

And from that time on, I say, as I say in my statement, I have in 
no way, shape, or form represented a client in any way, manner, or 
form. 

Senator Munpr. I think that is a very commendable principle. I 
think what you have said is completely true. There is no precedent 
for that, so far as I know, in either national committee. 

Mr. Borie. For years past. 

Senator Munpr. And there is nothing iliegal, so far as I know, in 
either national committee, if one were not to follow that principle. 

Mr. Borie. That is right so far as the legality—pardon me. 

Senator Munpr. Go ahead. 

Mr. Boyte. As far as the propriety or the legality, I could be prac- 
ticing law right this very moment. 

Senator Munpr. Certainly, concerning the legality and the pro- 
priety, something for each committee to determine for itself. 

Mr. Boye. That is correct—that is correct. 

Senator Munpt. But you took that step which I think is commend- 
able, because you felt that it would keep things on a better level, it 
would be constructive from the standpoint of good government for 
you, as National Democratic chairman, not to be practicing law and 
I suppose especially not to be contacting Government agencies for 
clients of yours. 

Mr. Boyue. That is correct. 

Senator Munpr. So the point I am making is that there was a little 

gap between February 8 and April 20 when that precedent had not 
been established, and you, because you were relying on your law 
practice for your income, could not very well afford to, but that from 
the standpoint of the Government employ ee at the other end of the 
line a new factor had entered the picture by virtue of the fact that 
you were not national chairman, but you were executive vice chairman 
of the Democratic National Committee. 

Mr. Boyte. That is correct, Senator. 

Senator Munpr. And so I say this for whatever it is worth, it 
does not mean particularly anything, perhaps, but I want the record 
to be clear that that is what it was 

Mr. Borie. Yes, Senator. 

Senator Munpr. That during that interim between February 8, 
1949, when you were vice chairman of the Democratic National Com- 
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mittee, serving without conPanntee and April 20, you received from 
the American Lithofold Co. the $1,250 which you have told the com- 
mittee you received. 

Mr. Bortz. That is correct. 

Senator Munpr. Nothing illegal about that. That is a question of 
propriety which each committee and the public has to decide for 
itself. 

Mr. Boye. That is right. 

Senator Munpr. The next place in your statement where I made a 
note, I want to explore with you a little bit. 

Mr. Bortz. What page is ‘that, please? 

Senator Munpr. It is page 3, but deals with that check. It is just 
a reference to the check. 

Mr. McClellan has gone into that with you in some detail. 

That last check that you received has been the cause of great diffi- 
culty for this committee, because it is endorsed by you without desig- 
nation as to who is to cash it, and becomes a piece of negotiable paper. 
Unfortunately you have no written correspondence by which the check 

was transferred to somebody, and your memory is not very clear as 
to what disposition you made of it. If we could try to find me 
good clear-cut course of movement that this check had made, 
would help a great deal in getting down to the facts in this case, a 
after all, that is what we have been doing, and that is all any of us 
have been doing. 

To the best of vour recollection I believe you told Senator McClel- 
lan that this check came in the possession of Mr. Siskind because you 
gave it to Mr. Green and he took it to Mr. Siskind. 

Mr. Boyte. I think that is what the evidence establishes to the best 
of my recollection, Senator Mundt. 

Senator Mu npt. Then I am wondering why you gave it to Mr. 
Green—did you give it to Mr. Green in payment of some obligation 
you owed him—did you give it 

Mr. Boye. No. 

Senator Munpt. Did you give it to Mr. Green with instructions to 
take it to Mr. Siskind to give to him? 

Mr. Boyte. No, I notified the company that I could no longer rep- 
resent it. The check came in and I did not want to have the check. 
I notified the company. I presume I followed their instructions which 
was, as I believe the evidence is, as srnaioe McClellan has brought 
out, that I probably turned over to Mr. Green with my endorsement 
and he gave it to Mr. Siskind. 

Senator Munpr. The difficulty we confront here is that your testi- 
mony is in conflict with that of your former law associate, Mr. Sis- 
kind. You are both testifying under oath, I presume that you are 
both testifying to the best of your recollection, but the evidence in 
the record is a clear-cut clash between your recollection and Mr. Sis- 
kind’s about the arrangements by which he got the check, and the ar- 
rangements from which the retainer moved without any loss of time 
from you to Mr. Siskind. 

Senator Munpr. Mr. Siskind testified that the first he ever knew 
about having any relationship with the American Lithofold was when 
Mr. Green brought him a check endorsed by you and said, “This is 
your initial payment on a $500 monthly retainer from the American 
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Mr. Boyue. Yes. 

Senator Munpr. Well, now, you testified that you had been in- 
structed to send it over to Mr. Siskind. 

Mr. Boyt. No. 

Senator Munpr. No previous correspondence or conversation ? 

Mr. Boye. I believe I testified that I did not have a full recollection 
of the matter and that that possibly is what happened and that I 
would turn it over to Mr. Green. I do not know whether it laid in 
my desk for a few days or whether I had given it to Mr. Green at once. 
1 do not remember. 

Senator Munpr. The check shows that about a month elapsed be- 
tween the time it was drawn and the time is was cashed. 

Mr. Boyix. Yes, I believe it does. 

Senator Munpr. It was cashed May 24, and drawn on April 30. 
That does not have any particular significance. That is the history 
of the check. 

Did you, when you severed your connections with the American 
Lithofold Co., sever them by a personal conversation with Mr. Green, 
by a personal conversation with Mr. Blauner, or by a telephone call ? 

Mr. Boyze. I believe that I notified both Mr. Green and Mr. Blauner, 
to the best of my recollection. I notified them both. 

Senator Munpr. Did you notify them in the same manner that you 
notified the other 22 clients or 21 clients ? 

Mr. Boye. Well, we went over that. There were some of the clients 
that Mr. Siskind was doing the work for and was in personal contact 
with them and, naturally, Mr. Siskind notified those clients. 

Senator Munpr. There were three or four of those clients, however, 
who had been sending you monthly retainer checks. 

Mr. Boye. The rest of them. 

Senator Munpr. This is the only one that continued to come to you, 
the other ones immediately started going to Mr. Siskind. 

Mr. Bort. Well, I notified the other ones, I am quite sure. 

Senator Munpr. In what manner? 

Mr. Borie. Oh, by telephone or word of mouth. You get to know 
your clients, you know. 

Senator Munpr. Did you notify any of them by writing—by writing 
them a letter? 

Mr. Boye. No. 

Senator Munpr. “I am no longer in the law business?” 

Mr. Boye. No, but 

Senator Munpr. Would that not be the very thing to do? 

Mr. Boyte. Certainly I do not know the manner in which the mat- 
ters were handled in the office after I left it. I never went back. I 
know that in practically every instance prior to my severance of my 
connection with the law firm all of the bills went out from William M. 
Boyle, all of the correspondence. I am sure that that was changed at 
that time and that bills went out from Mr. Siskind. 

Senator Munpr. It would be very helpful to clear this whole thing 
up if you had followed a practice which I would have considered nor- 
mal practice, that is, to write a letter to each client saying, “I have 
this new position. I will not be in the law business any more. Con- 
sequently, I appreciate your past courtesy,” and so forth. That would 
be just normal, I would think, almost the courteous thing to do to a 
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client that you had had. If you had those letters and copies and one to 
the American Lithofold, this check would lose all of its significance. 

Have you gone through your files to determine whether you di- 
rected letters to clients in that way ? 

Mr. Boyte. I did not get the last part. 

Senator Munpr. Did you go through your letters, your files, to 
determine whether you did write letters of that kind to your clients ¢ 

Mr. Boyte. No, as my recollection is, I told the clients that I was in 
close contact with, that I knew, the ones that I could, and I left the 
others to Mr. Siskind. 

It also could be a matter of record here that on the date of April 
20 that I made a public statement that I would not continue in the 
practice of law and that, of course, is a matter of record there. 

Senator Munpr. Some of these clients you could talk to personally, 
they were in Washington, some were in San Francisco, a great many 
were in Kansas City and St. Louis, and Cape Girardeau; one was in 
Habana, Cuba, one in Miami—they were pretty well scattered—they 
had been good clients—they had accumulated a law business that you 
could sell for $150,000—I think the figure of $400,000 was mentioned 
by Mr. Siskind for the over-all business—that is a good business and 
I wondered why you would not follow just the normal sort of pro- 
fessional procedure to write these people a letter when you had ter- 
minated with them, “We have enjoyed our past associations. I have 
apprec iated the ie wpa ‘e you have reposed inme. I have taken on 
a political job. I do not think it would be proper for me to continue. 
Very truly yours.” That seems logical to me. 

They are laughing at me, not you, Mr. Boyle. 

Mr. Boyte. Most of them were, as I say, in contact with Mr. Sis- 
kind on the actual mechanical work of the cases, and I do not know 
what his testimony showed. I have not read his testimony, but I am 
sure that those people were notified by Mr. Siskind, Senator Mundt. 

Senator Munpr. In all events, you did not notify any of them di- 
rect by correspondence ? 

Mr. Borie. Not by letter; no. 

Senator Munpr. That is what I am trying to get at. 

Mr. Boyte. No. 

Senator Munpr. Did you sell Mr. Siskind your full law practice 
or did you parcel portions of it out and sell it to other attorneys? 

Mr. Borie. No. Mr. Siskind took over all of the live cases that 
were in the office. 

Senator Munpr. Did you sell any cases to anybody else? 

Mr. Borie. No. 

Senator Munpr. Or any portion of the cases? 

Mr. Boyte. No. 

Senator Munpr. So that in fact you were selling your law practice 
to Mr. Siskind and his $150,000 settlement covered that fact ? 

Mr. Borie. Yes, sir. 

Senator Munpr. Is the only case that you withheld from Mr. Sis- 
kind the American Lithofold Co., or were there others? 

Mr. Boyre. Well, I had notified them that I was through with them 
prior to my agreement. 

Senator Munpr. Is that the only case in that category ? 

Mr. Boyer. That is the only case, as I recall, that was on a retainer 
basis strictly. The other cases were then being developed—they were 
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ulive—there was work being done on them in the office—there were 
briefs being written or w hatever was necessary, and those people were 
acquainted - with the fact that Mr. Siskind was associated in the case, 
and Mr. Siskind had knowledge of the case. They were glad that Mr. 
Siskind was, and Mr. Siskind notified thosé people that he had been 
in contact with, as any lawyer would have with his clients in the trans- 
action of their business. 

Senator Munpr. I think you testified that you had other law asso- 
ciates? 

Mr. Boyze. That is right. 

Senator Munpr. Besides Mr. Siskind, one was Mr. Hanlon? 

Mr. Bortz. That is correct. 

Senator Munpr. Did you sell any portion to him? 

Mr. Borie. Mr. Hanlon had a few cases that we had together, but 
to my knowledge they were completed cases, the work was all done. 
They were accounts receivable. 

Senator Munpr. Incidentally, Mr. Siskind testified that there was 
one case which was continuing between Siskind and Hanlon and you, 
involving tax matters. Do you recall that? 

Mr. Boyte. Quite possible—I do not recollect the details of these 
cases at all. 

Senator Nixon. Just so that the record is clear, as I understand it, 
you sold your whole law practice to Mr. Siskind, is that right ? 

Mr. Boyrte. That is correct, outside of three or four cases, whatever 
there were, that were completed cases that Mr. Hanlon had. 

Senator Nixon. I mean the completed cases. 

Mr. Borie. There was no work left to be done. 

Senator Nixon. Those were just accounts receivable? 

Mr. Borie. That is correct. 

Senator Nrxon. So you sold your whole law practice to Mr. Siskind, 
is that right? 

Mr. Boyte. Right. 

Senator Nrxon. Was the American Lithofold a part of your law 
practice ¢ 

Mr. Borie. That was personal with me. 

Senator Nixon. Was it part of your law practice? 

Mr. Boye. It was a part of my own personal—— 

Senator Nrxon. Law practice ? 

Mr. Boye (continuing). Relationship with the American Litho- 
fold, but a lawyer 

Senator Nixon. Let me put it in another way. Was the American 
Lithofold Co. your client? 

Mr. Boyue. That is correct. 

Senator Nixon. Was the American Lithofold a part of your per- 
sonal law practice? 

Mr. Boyt. Yes, sir. 

Senator Nixon. All right. You said that you sold to Mr. Siskind 
your entire law practice, but you said that there were four cases or 
maybe you did not give an exact number, which were tax cases, that 
had been completed, - which you had handled with Mr. Hanlon. Have 
you received any income from those cases ? 

Mr. Boytr. Yes. 

Senator Nixon. How much? 
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Mr. Boyte. I think about $12,000 

Senator NIxon. $12, 000 ¢ 

Mr. Boyt. Yes, sir. 

Senator Nixon. In 1949 or 1950 or 1951, which year ? 

Mr. Boye. 1949 and 1950, I believe. 

Senator Nixon. Did you have any other cases with any other 
lawyers? 

Mr. Boyte. Not pending. 

Senator Nixon. Excuse me. From which you received fees ? 

Mr. Bortz. No. 

Senator Nrxon. Have you received any ‘income from any law prac- 
tice other than the income from Mr. Hanlon and Mr. Siskind ? 

Mr. Boyte. None. 

Senator Nixon. Have you received any other income other than 
from investments in late 1949, 1950, and 1951? 

Mr. Cuase. Just a moment, now, Senator. I do not want to get 
into any debate on this matter of income, but I do not see the relevancy 
of it. 

Senator Nixon. It will appear relevant because I am interested in 
exploring whether or not any of the income that Mr. Boyle has re- 
ceived is related to any of the business that he may have done with 
the Government. 

Let me be specific and possibly that will help to determine whether 
you wish to object to the question. 

Do you know whether you have ever received, directly or indirectly, 
any income from insurance premiums on the Arundeland housing proj- 
ect through a St. Louis insurance firm or any other insurance firm ? 

Mr. Cuase. Just a moment. That is the type of thing I had in 
mind. 

Senator Nrxon. All right, I will lay the foundation, if you would 
like it laid. 

Do you know Mr. Wilbur Dolin, of Annapolis, Md. ? 

Mr. Boye. Yes. 

Senator Nrxon. Did you have anything to do with obtaining the 
contract for the Arundeland housing project for the Knott Construc- 
tion Co.? 

Mr. Borie. Did Mr. Who? 

Senator Nrxon. Mr. Dolin. 

Mr. Boyte. I have no full knowledge about any Arundeland. 

Senator Nixon. Do you know anything about it? 

Mr. Borie. Let me answer that question. No, Senator, I never 
received any insurance premiums or legal fees or anything or income 
in any degree, shape, or form from any such firm known as what you 
asked there, Arundeland. 

Senator Nrxon. I said have you received any insurance premiums 
from a St. Louis insurance firm? 

Mr. Bortz. No. 

Senator Nrxon. Or any other insurance firm ? 

Mr. Boyte. No. 

Senator Nrxon. Have you received any income from insurance pre- 
miums—any commissions on premiums? 

Mr. Boyte. No. 

Senator Nrxon. Did you receive any other income, other than income 
from investments? 
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Mr. Boye. Bonds sold or stocks sold or something like that? 

Senator Nixon. What? 

Mr. Borie. No; I have not. My Democratic National Committee 
salary. 

Senator Nrxon. I am not interested in capital gains. 

Mr. Bortz. My Democratic National Committee salary and the 
accounts receivable from Mr. Siskind and the cases that had been 
settled by Mr. Hanlon are the only income that I have received since 

20th of April 1949. 

Senator Nixon. As I understand your testimony, it is that the total 
income that you received from your law practice since you took a full- 
time job as national chairman is approximately $111,000; is that right # 

Mr. Borie. That is roughly it. 

Senator Nrxon. In round figures? 

Mr. Borie. That is the amount in round figures; yes, sir. 

Senator Nixon. Have you talked with Mr. Hanlon concerning any 
of his cases having to do with Government since you became national 
chairman ¢ 

Mr. Boye. No, no. 

Senator Nixon. Has he ever consulted you at all concerning any 
of his transactions with the Government ? 

Mr. Boytr. No; not since 1949. 

Senator Nixon. Let me ask you this question: I think we were all 
rather interested in the recent hearings which were conducted by 
another Senate committee before which you testified on ethics in 
Gov ernment, and I noted your very forthr ight statement in those hear- 
ings. I wondered if you had noted the statement of the President 
in his press conference on Friday, September 21, when he was ques- 
tioned concerning the activities of people with the national committee. 

Are you familiar with that statement ? 

Mr. Boyte. In general. 

Senator Nrxon. Do you recall that the President on that occasion 
was asked if the ban on fee-taking would apply to all national com- 
mittee employees, even volunteer ones, and he said that it would. 

Are you familiar with that? 

Mr. Borie. Well, I am familiar with it, with my interpretation. I 
do not have the article, but I understood him to say that he thought 
it would be improper for anyone to use his position to secure fees for 
work done through the national committee. 

Senator Nrxon. For work done. Well, for work done in which the 
Government was involved. He was not interested in private work. 

Mr. Borie, That is correct. 

Senator Nixon. In other words, what he was striking at was any 
instance in which a national committee employee, either voluntary 
or paid, through his position was able to profit by that position by 
reason of that position—that is what he was striking at, as I under- 
stand it. 

Mr. Borie. I do not know what he was striking at. 

Senator Nrxon. You would agree—let me put it this way—you 
would agree with the statement of the President that this ban does not 
make any difference whether you were paid or not—the question was 
whether or not you were with the national committee. 

Mr. Boyte. I do not just get what you are driving at. 
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Senator Nixon. I think it is very clear. Ser 
Mr. Bore. I would say if the question is—if a person in the national did y 
committee used that position or used the national committee, if it was Mr 
possible, to further his own ends, and that they would receive fees for work 
doing that with the aid of the national committee, then I would say Ser 
that would be wrong, yes. the o1 
Senator Nrxon. In other words, you agree with the President when RFC 
he says that fee-taking is wrong in these instances, whether it is a Mr 
paid or voluntary employee, do you not—you would not question Ser 
the President ? want 
Mr. Borie. Yes: in those circumstances. Mr 
Senator Nixon. That is right. Ser 
Mr. Boyne. Yes. Mr 
Senator Nrxon. Coming back to the case of the American Litho- Ser 
fold Co., what I am particularly interested in is the matter of the fees ing W 
and the transactions that took place which you have already described At th 
to Senator McClellan and Senator Hoey, and I will tr y not to go over made 
that ground again. Mr 
Mr. Boye. Yes, Senator. Ser 
Senator Nixen. I want to get the record clear for my purposes, too. Mr 
Mr. Borie. Yes; certainly. Se 
Senator Nrxon. As I recall, and I want to be exact in this instance Mr 
so I will read the release that you issued, the statement which you carry 
issued concerning the American Lithofold Co. case, reads as follows, Sel 
and correct me if it is wrong because mine is a press account. You Mr. I 
were quoted as saying that you were engaged by the company as Mr 
counsel in February 1949 ona monthly retainer of $500: Se! 
The retainer was for general services and I had nothing to do with the com- the b 
pany’s application for an RFC loan. I had nothing to do with the preparation the s 
of the application. I had nothing to do with the presentation of the case. I state 


never discussed the loan with anyone at the RFC. In short, I had nothing to fo 


do with the granting of the loan. : 


RFC 


Now, I am particularly interested in two portions of that statement: ts 
One, “I never discussed the loan with anyone at the RFC,” and, two, that 
“T had nothing to do with the company’s application for an RFC loan.” Mi 

First of all, during the period that you were paid the $1,250 which Se 
you received while you were the vice chairman of the party, what ial 
else did you do for the American Lithofold Co. except make the ap- rye 
pointment with the RFC? OM 

Mr. Borie. I was retained as any other, as is the general practice of 5 
lawyers, to represent the firm, to be at their command on any matter 
that came up at that time. 

Senator Nrxon. What else did you do—I mean, you had the re- 
tainer, but I mean what other—pardon the interruption, I thought 
we had a vote. 

Mr. Borie. That is all right. M. 

Senator Nrxon. What else did you do except make the call? I Se 
know you were retained, of course. M 

Mr. Boyre. That is right. ; 

Senator Nixon. But I mean, of course, we all know that when we 
have retainers—— 

Mr. Boyre. Senator, at that time, in my opinion, if I had repre- 
sented them be fore the RFC it would have been perfectly proper, 
ethical, and legal. 
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Senator Nixon. That is not the question. The point is, what else 
did you do? 

Mr. Boyte. I was ready and willing for consultation and any legal 
work that came up. 

Senator Nrxon. Then the answer is that as far as doing something, 
the only action that you undertook was to make the appointment at the 
RF, is that a correct statement, is it not? I do not want to be unfair. 

Mr. Boyir. Yes, without inference. 

Senator Nrxon. I am not trying to draw any inference. I just 
want the facts. 

Mr. Boyie. Then it is a correct statement. 

Senator Nixon. That is all you did? 

Mr. Boyue. Yes. 

Senator Nixon. Now, getting back to the your statement concern- 
ing what was done in regard to the RFC matter, my question is this: 
At the time that you made this statement did you recall that you had 
made this appointment at the RFC? 

Mr. Boy.eé. Yes, I did. 

Senator Nixon. You were aware of that ! 

Mr. Boyte. Yes. 

Senator Nixon. You did not point that out in your statement. 

Mr. Boye. I was answering an attack by a newspaper that was 
carrying on a vicious attack. 

Senator Nixon. Why did you not point that out in your statement, 
Mr. Boyle? 

Mr. Bore. Because it was not a pertinent part. 

Senator Nrxon. It was not a pertinent part. Why did you make 
the blanket statement—let me read it to you again, because this was 
the statement which we were all concerned with at the time. The 
statement says, “IT had nothing to do with the company’s application 
for an RFC loan. I never discussed the loan with anyone at the 
RFC.” 

Let me ask you this, would you say in hindsight now, would you say 
that was the whole truth at the time? 

Mr. Boyie. Yes. 

Senator Nixon. Was not the public entitled to know that you had 
made this call? Why an you not just come out and say “Sure, I made 
a call to these people” ? 

Mr. Borer. Senator, if you had sent someone in and IT had made an 
appointment for him at the RFC, and it was entirely incidental to the 
loan in any shape or form, I’d say I had never discussed the loan with 
anyone, and I had not discussed the loan with anyone. 

Senator Nrxon. That was not my question. The point is you were 
aware then at the time you said you had nothing to do with this loan 
that you had made this appointment, were you not ? 

Mr. Boytr. My memory as refreshed that I had. 

Senator Nrxon. You knew? 

Mr. Borie. And I knew when the statement was issued that I had 
made an appointment for one R. J. Blauner to go to the RFC; yes. 

Senator Nrxon. And also that R. J. Blauner was your client. You 
say that you would have made the appointment for me—you would 
have made the appointment for anybody that came in, but we look 
at the record, Mr. Boyle, and what do we find? There are several ap- 
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pointments, it is true, made by you personally with the RFC, but not 
very many, and when we look at the record, what do we find? So far 
as this appointment is concerned it seems to me that it is particularly 
important that this is not an appointment made by somebody who 
comes into the national committee, but this is an appointment made 
for a client by you for a client of yours—do | you not see the distinction ? 
Mr. Boyte. If I had made the appointment or gone over with him 
as his attorney, it would have been perfectly legal, proper, and ethical, 
but I did not, as a matter of fact. It was an incidental matter of 
Mr. Blauner coming through my office with many other people and 


wanting an appointment with a man and I made the appointment for 
him. 


Senator Nixon. You did not even, in other words 

Mr. Borie. Attach no significance to it. 

Senator Nixon. My question was this, it did not mean anything to 
you that Blauner was your client ? 

Mr. Boyte. No, no; it did not. 

Senator Nrxon. Let me question you further on that point. Mr. 
Toole knew Mr. Hise. He had worked there. Mr. Blauner knew 
Mr. Hise. It has been testified that Mr. Green knew Mr. Hise. 

Why do you think they came to you unless they wanted some sort of 
favor that they could not get through their own efforts? 

Mr. Boyie. I haven’t any idea what Mr. Blauner was thinking about 
at the time that he asked me to make the appointment with Mr. Hise. 

Senator Nrxon. As a matter of fact, I think the term “discussion,” 
of course, possibly needs some elaboration. Have you read Mr. Green's 
testimony ? 

Mr. Bortz. No; no, sir, I haven’t. 

Senator Nixon. You are aware of what he said ? 

Mr. Borie. Well, maybe in general, but not in detail: no, sir. 

Senator Nrxon. I will not go into that testimony at this point. I 
will question you about it later. 

Let me ask you this. What other calls have you made at the RFC 
in behalf of clients prior to the time you took the full-paid job of the 
national committee ? 

Mr. Boye. Well, I do not know of any, Senator. 

Senator Nixon. You do not know of any ?¢ 

Mr. Boyte. No. 

Senator Nrxon. What other calls did you make at the RFC in 
behalf of other than clients? 

Mr. Borie. Well, the usual routine calls for people that would come 
through the office. 

Senator Nixon. Very few, were there not ? 

Mr. Boye. I do not know the number. 

Senator Nixon. About 8 or 10? 

Mr. Boy.e. If that is what the record shows, that is possibly what 
it is. 

Senator Nixon. In other words, this number of people that were 
coming through your office that day, this was the only call you made 
to the RFC that day, was it not, at least that is all the diaries show. 

Mr. Boyte. I haven't any other recollection. 

Senator Nixon. And your testimony is then that you as a volunteer 
vice chairman of the National Democratic Committee at that time, 
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first, had a perfect right to make the call, and, second, that you had a 
right to accept from the company for whom you made the call and 
who got the loan 3 days later with nothing intervening between the 
period from the time your call was made and the loan was granted ¢ 

Mr. Boyte. Well, Senator, you are presuming quite a lot to think 
that a telephone appointment for someone would get some kind of a 
loan in Government. I believe that just experience in Washington, 
D. C., would more or less prove otherwise on that. 

Senator Nixon. I know that my telephone calls do not dothat. That 
is why I am curious about yours. 

Mr. Boyt. I think yours would probably be much more important 
in an agency than mine. 

Senator Nixon. That is why I am curious about yours. Tell me 
about the ones of yours that were turned down for your clients, 

Mr. Boyte. Well 

Senator Nixon. Name them, all of them, if you will. 

Mr. Boye. I have not a record of any of the clients. 

Senator Nrxon. You were quite successful, as a matter of fact, 
were you not, with your calls? 

Mr. Borie. With my? I do not get that; I do not get that question. 

Senator Nixon. Your calls were “apparently quite successful. You 
said that your calls are the same as anybody else’s, I mean. 

Mr. Boyte. I would not be able to estimate that at all. In the ap- 
pointments that I made for anyone in Government, I never ask the 
Government agency to do anything. I ask them to see a man or a 
woman or a child. I never say, “Here is something I want you to 
do.” In my life I have never asked them to do that. I send over and 
make appointments. That is the extent of our operation, but we do 
not in any way, shape, or form use any words or means to influence 
the action of any Government person in any Government position. 

Senator Munpr. Mr. Boyle, that is not quite in harmony with the 
diary we have for Mr. Dunham. Just looking at it at random, for 
example, on Friday, November 25, 1949, Mr. Dunham lunched with 
Mr. Donald Dawson, called him about Mr. John Hudson regarding 
Mr. George Fitzgerald’s letter to Mr. Boyle, chairman of the Demo- 
cratic National Committee. Mr. Dunham had told Mr. Hudson that 
if anything developed after his talk with Mr. Dawson he would either 
write him a note or call him on the phone. 

It looks like you were meeting and having a lunch, trying to get 
something done. 

Mr. Boyte. That was, as I remember, a man that Mr. Dunham was 
interested in insofar as the Tax Court was concerned. It was a posi- 
tion, a man seeking a position. 

Senator Munpr. I dia not say there was anything wrong, but you 
do make appointments and have lunch with people. 

Mr. Borie. Yes. I could point out on the evidence that has been 
obtained by a committee in volume 42 on September 13, Mr. Dun- 
ham stated, “Never spoke to Mr. Boyle about American Lithofold or 
any other loan.” 

Senator Munpr. I am not talking about a loan. 

Mr. Boyte. That is different. I talk politics with anybody that 
comes along. : 

Senator Munpr. That is right. When you say you do no more than 
make appointments with RFC officials, you certainly do. 
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Mr. Boy.e. Yes. 

Senator Nixon. In that connection, Mr. Boyle, you recall calling the 
RFC, I believe, after you became national chairman, concerning the 
appointment of Mr. Parker, of Kansas City. 

Mr. Borie. I remember that. 

Senator Nixon. Mr. Parker was one of those who had forwarded a 
substantial piece of legal business to you, had he not ? 

Mr. Borie. Mr. Parker and I handled legal matters in the past. He 
is from Kansas City. 

Senator Nrxon. You made that call; did he get the appointment? 

Mr. Boyte. No. 

Senator Nixon. He did not get the appointment ? 

Mr. Borie. No; he was an insurance lawyer there in Kansas City 
and he thought he might be available for some service and he did not 
get the appointment; no. 

Senator Nixon. Do you recall the call that you made concerning 
an appointment for Mr. Sam Morris, national committeeman from 
Arizona, Copper City Mining Co. matter ? 

Mr. Boyte. I do not have a full recollection of it, but T would say 
that I did: yes. 

Senator Nixon. That was just one of these routine calls? 

Mr. Borie. That is correct. 

Senator Nrxon. The same kind. In that case the loan was ap- 
proved ¢ 

Mr. Borie. Well, from what. little bit I have read on it, it was 
approved long befere Mr. Morris went over there. I do not know 
what Mr. Morris went over there about. 

Senator Nixon. That was approved on August 7, 1950; you called 
on February 9, 1950. That appears to me it was approved after. 

Mr. Boyte. I have no recollection of the details of that. 

Senator Nrxon. Well, now, let me get one other thing straight about 
your activities at the Democratic National Commitee. 

Around about the latter part of February there were various news 
stories in the press that you had taken over in effect as acting na- 
tional chairman. I have before me one story which appeared in the 
Washington Post on February 25, and I will quote to you from the 
story and I would like your comment. 

It says: 

Chairman Howard McGrath, the Democratic National Committee, has moved 
out of the spacious offices at headquarters and turned it over to the new execu- 
tive vice chairman, William M. Boyle, Jr. 

Is. that approximately when you moved into Mr. McGrath’s office? 

Mr. Boytr. What date is that 

Senator Nrxon. February 20, 1949. 

Mr. Boyer. Well, in that. general neighborhood, Senator. 

Senator Nixon. In other words, you “then were in effect acting as 
national chairman without pay at that time? 

Mr. Boytr. Well, I recognized fully the authority of the chairman, 
Senator McGrath, of course. 

Senator Nrxon. But you were operating out of the chairman’s office, 
let us put it that way ? 

Mr. Boye. I was doing the day-by-day work which is about a 12- 
or 14-hour day; yes. 
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Senator Nixon. On a volunteer basis? 

Mr. Borie. That is correct. 

Senator Nixon. Asa matter of fact, when you made the fee arrange- 
ment with American Lithofold it was not in your law office, but down 
at the national committee, according to the testimony of Mr. 
Blauner—is that correct—do you recall it that way ? 

Mr. Boye. No; I do not. 

Senator Nixon. Where did they see you about the RFC loan ¢ 

Mr. Borie. Well, they came in and Mr. Blauner asked me to make 
an appointment with Mr. Hise. It was in the Democratic National 
Committee. 

Senator Nrxon. It was in the national committee / 

Mr. Borie. Yes. 

Senator Nixon. Not in your law office? 

Mr. Boye. That is correct. 

Senator Nixon. What I am interested in is this: As you recall in 
the law practice which Mr. Siskind has testified about, the practice 
which you shared with him, according to his testimony on 22 out of 
the 23 cases that were the basis for this agreement, you shared equally 
in the fees and the other case was one that he said was yours entirely 
which he bought from you—your recollection is the same as that, 1 
presume. Do you understand what [I mean? You shared equally in 
the fees before the transaction was made. 

Mr. Boye. Well, on the law business that I handled during the 
period of years I would be the determining factor in deciding what 
fees were given who in my law office. 

Senator Nixon. I see. 

Mr. Boye. I do not know just exactly on these cases, at all, Senator. 

Senator Nixon. Well, now, do I understand that Mr. Siskind was 
working for you in the law office ? . 

Mr. Boye. He was associated with me. 

Senator Nixon. He was an associate? 

Mr. Boye. That is right. 

Senator Nixon. I see, and on these 22 cases you were associated 
together ¢ 

Mr. Boye. Yes; most of them, let us put it that way. 

Senator Nixon. By your own testimony, that represented the bulk 


of your law practice, except for the American Lithofold and four tax 
cases—that was it, was it not? 


Mr. Boy.e. I think that is right. 

Senator Nixon. So, for all. practical purposes, apart from the 
theory, you were sharing in a partnership arrangement with Mr. 

Siskind ¢ 

Mr. Boyxe. It was an association. 

Senator Nixon. All right, we will call it an association. You split 
the fees, let us put it that way. 

Mr. Boye. I determined the fees that Mr. Siskind received. We'd 
sit down and decide and never had any trouble about it. 

Senator Nixon. This date in February interests me for this rea- 
son: In listing the cases yesterday I was interested in noting those 
that came into the office after you moved into the position as executive 
vice chairman, and also apparently in February, also, as acting chair- 
man of the Democratic National Committee, recognizing, as you have 
pointed out, that Mr. MeGrath was still the nominal chairman. 
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I noted, for example, that the Simpson Oil Co. case came into the 
office, brought in in February of 1949. Do you recall that case? 

Mr. Boye. I remember that. 

Senator Nixon. That was an RFC case, was it not? 

Mr. Boyteg. As I recall, it had something to do with the RFC. I 
am not familiar with the details of it. 

Senator Nrxon. That was an RFC case, and you were successful, 
were you not ! 

Mr. Bortz. I believe so, yes. 

Senator Nrxon. I have eight other cases of that category that came 
in after February 1949, and before April of 1949, that I want to ques- 
tion you about after recess. 

Mr. Boyte. Yes, sir. 

Senator Hory. We will take a temporary recess. We will be back 
just as soon as we vote. 

( Recess. ) 

Senator Hory. The committee will come to order. 

Get through with your photographing. Are you through now with 
the photographs ? 

A Vorcr. Yes. 

Senator Horry. Mr. Nixon, do you want to resume? 

Senator Nixon. At the recess we were discussing the matter that 
came into the office after you became the acting chairman of the 
Democratic National Committee. 

Mr. Borie. Yes, Senator. 

Senator Nrxon. And those matters. 

Mr. Boye. Yes, sir. 

Senator Nrxon. One was the Simpson Oil Co. case in which the 
appraised value was $13,500. That was an RFC case, as I recall. I 
will not go into these facts, beGause it is already in the record. 

Mr. Boyte. It had to do with RFC, yes. 

Senator Nrxon. The second was the Cuban Rayon case that came 
in in April of 1949. Do you recall that case, do you not? 

Mr. Borie. I remember them. I remember the case. I do not 
remember the date. 

Senator Nixon. And the Glo-Dial case, April 1949? 

Mr. Boyte. Yes. 

Senator Nixon. That was a very little one. You may not have 
remembered that. 

Mr. Borie. Yes. 

Senator Nrxon. Monarch Sales case. That came in in early 1949, 
and the testimony was that it could have been February or March, 
something like that. 

Mr. Boyte. I think that is right. 

Senator Nixon. The Hyman-Michaels case, that came in March 
1949, estimated $40,000 fee? 

Mr. Borte. Yes, sir. 

Senator Nrxon. Do you recall that that came in from Chicago? 
Did it not? 

Mr. Borte. As I recall. 

Senator Nixon. The Potomac Heights Mutual Home Owners case 
came in in April of 1949, estimated fee of $30,000—estimated value, 
I should say, $30,000—do you recall that one? 
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Mr. Boyte. I recall the name. 

Senator Nixon. The Popular Manufacturing Co. case, came in in 
April 1949, estimated fee of $5,000, and the last one is the Benrus 
Watch Co. case, came in in early 1949, according to the testimony. 
the appraised value on that one was $17,000. 

Now, my question relates to this fact, as you pointed out you became 
on Februar y 8 the executive vice chairman of the Democratic National 
Committee ? 

Mr. Boye. Yes. 

Senator Nixon. Sometime in February before the 25th when this 
news story was written that I quoted to you, you moved into Mr. 
McGrath’s office and acted as chairman in his absence; is that correct ? 

Mr. Boye. Well, I assumed the duties of vice chairman of the 
Democratic National Committee, which is the next down from that of 
chairman ; yes, sir. 

Senator Nrxon. That is right. And when Mr. McGrath was not 
there, which he was not during that period, from February until you 
took over as paid chairman, you acted as chairman, did you not? 

Mr. Borie. Well, on certain matters, but, of course, on all important 
matters Senator McGrath was consulted, naturally. 

Senator Nixon. Sure. Let us put it this way. 

Mr. Boye. Day-by-day work; yes. 

Senator Nrxon. The day-by-day work, and you were in his office, 
let us put it that way. 

Mr. Boye. Yes; that is right. 

Senator Nixon. The same office you have now ? 

Mr. Borie. That is correct. 

Senator Nixon. We will not quibble over the facts. 

Mr. Boye. That is right. 

Senator Nixon. I want to get what actually happened there. 

The total appraised value of these cases that came in during that 
period was $158,500, of which Mr. Siskind has collected $75,000, That 
1s approximately 40 percent of this whole law business that you sold, 
$409,000, as I recall. 

Mr. Boye. Whatever it was, approximately; yes, Senator. 

Senator Nrxon. Going back again to the st atement which I read at 
the outset of my questioning and seeing if we cannot get some better 
agreement or understanding as to what that statement means, you 
do agree with the President when he says that there is no distinction 
between whether a person is paid or unpaid, it is whether a person 
profits from the position, is that what it amounts to; is it not? 

Mr. Boye. Now, Senator. There is an interpretation one way or 
the other there. If I in my position there had used the Democratic 
National Committee to do something improper, it would have been 
wrong. At this particular time that 3 you speak of I was a practicing 
lawyer in Washington, D. C. Prior to my becoming vice chairman 
of the Democratic National Committee, I had been successful in build- 
ing up a pretty good law practice. It was substantial then. And I do 
not believe the connotation, if we are going to the President’s message, 
is that I was put in there by the then chairman of the Democratic 
National Committee, a man of high repute, a former colleague of most 
of you gentlemen here—at that time I was a practic ing attorney and 
the chairman then of the Democratic National Committee asked me 
to help him out. He was being overburdened with his work. We had 
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become close friends. And I agreed to give as much time as I could 
away from my law practice to the committee. That is the period 
that you speak of, the April 20 date. By that time it became apparent 
that it was going to need my full time and effort, and at that time 
I gave up the practice of law. 

Senator Nixon. Yes. 

Mr. Borie. So I cannot or do not want the inference or the connota- 
tion that I had used that = wrongfully at the time I oceupied it. 

Yes, I was practicing. I did take clients as any other lawyer would 
do, was happy to get them. 

Senator Nixon. Well, now, let me say to you how this coincidence 
strikes me. 

Mr. Boye. Yes, Senator. 

Senator Nrxon. And understand, I am just giving you my appraisal. 

Mr. Boye. Yes, Senator. 

Senator Nixon. As to the same situation and see if you would care to 
comment on this point. 

Here are eight cases that came in after you assumed this important 
position, an unpaid position, we will admit. Here are eight cases 
which constituted approximately 40 percent of the total value of the 
ulleged purchase of the law firm which Mr. Siskind arranged with you. 
In other words, $60,000 of $150,000 that you are eve ntually to receive 
from the agreement with Mr. Siskind will be due to the cases that came 
in after you became a volunteer, became a volunteer acting national 
chairman, but, actually, holding the title of vice chairman. I admit 
it was voluntary, but I go back again to the President’s statement to 
the effect that the question in these cases of where a fee is taken for 
doing favors with Government agencies does not involve whether a 
person is paid or unpaid, but simply involves whether or not he did 
obtain a favor from the Government agency. 

Mr. Boye. I never asked—I never asked a favor from a Govern- 
ment agency in my life, Senator Nixon. 

Senator Nrxon. I know. Your answer to that, as I understand it, 
is that, (1) you did not use your influence; (2) you did not get the 

cases because people thought you had influence, as I understand it; 
(3) if you did use your influenc e, it did not do any good, as I under- 
endl it. In other words, your point is that you did not get any favor 
for your clients by reason of that position; is that it? 

Mr. Boye. In the Government, our business and what business I 
presented to the legal departments of the Government was presented 
in a legal manner for consideration by the legal branch of that 
division. 

Senator Nixon. I understand. 

Now let me point this out, all eight of these cases are cases with the 
Government. 

Mr. Boyte. Yes, sir. 

Senator Nrxon. Not one is a private case. 

Mr. Borie. That is right. 

Senator Nrxon. In all eight of these cases, according to the testi- 
mony, as I understand it, up to this point, and I will stand to be cor- 
rected, in all eight of these cases substantial fees have already been 
paid, and in seven out of the eight cases successful conclusions have 
been arrived at in behalf of the client. When we add the American 
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Lithofold case to that, we have eight out of nine in which that was 
the case. 

Getting back to the American Lithofold case, because that is the 
only one in which we have testimony of alleged influence with the 
Government, let me just relate to you what has been told to this com- 
mittee in a word as to what happened on that loan. Since the com- 
pany never discussed the loan with you, it is possible that you are not 
familiar with the long history of that loan, and I am not going to 
give you the long history. I would like to give you a short “history. 

Mr. Boye. Yes, Senator. 

Senator Nixon. The American Lithofold Co. loan, the one which 
was eventually granted, the one in controversy for $80,000 had been 
kicking around ‘the St. Louis office for months. It had been turned 
down by every examiner in the RFC who had been asked to recom- 
mend what. disposition should be made on the loan. It had come to 
Washington. It had been rejected by the Review Board. And then 
it went up to the Board of Directors on February 28. And the Board 
of Directors rejected the loan. 

Immediately after the meeting of the Board of Directors on Febru- 
ary 28, Mr. Toole, Mr. Hise, and Mr. Blauner—I mean Mr. Toole— 
getting Mr. Hise in too soon—Mr. Toole, Mr. Green, and Mr. Blauner 
went to your office. They went to your office for the purpose, appar- 
ently, of doing something about the loan, because, according to your 
testimony, they came there so that you could make an appointment 
with them at the RFC, but, in any event, let us look at what happened. 

Three days pass. On March 3, the loan was approved by the same 
board of directors that had disapproved it on February 28. And 
according to the testimony of all of the witnesses who have appeared 
before this committee, nothing happened in the way of new evidence 
being submitted to the board of directors between Febru: ary 28 and 
March 3. The same evidence was before it. 

Going back, too, to the question of whether or not influence was 
exerted or attempted to be exerted, I think that the logical conclusion 
to be drawn from that state of facts is that, one, the American Litho- 
fold Co. people came to you, since they all knew Mr. Hise and did 
not have to have an introduction to him, they came to you because 
they wanted you to do something which would help them get the loan, 
and as a result of that call the facts speak for themselves. They got 
the loan. ‘There may be other reasons why they got it, but there are 
the facts. 

You made the call. The loan was obtained. And I think that when 
you contend, first, that you had nothing to do with the loan; second, 
that you had never discussed it; third, that you had no influence at 
the RFC, that it just does not add up. 

Let me say this, are you ever consulted, Mr. Boyle, on appointments 
to various positions? 

Mr. Boyte. I am. 

Senator Nixon. You are often consulted, are you not ? 

Mr. Boytr. Yes, I am. 

Senator Nixon. In fact, the whole Democratic organization is con- 
sulted, just as the Republican organization would be consulted if 
Republicans were ever elected. 

Mr. Boye. That is true. 
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Senator Nrxon. Now you are consulted, in fact, then when you say 
that you called the RFC it just is the same as if anybody else calls the 
RFC. I mean, how can you sit there and tell us that you do not have 
any influence down there, that a call from Bill Boyle, the chairman 
of the National Committee, or the acting vice chairman, or whatever 
you were at that time, that that meant no more than any calls from 
anybody else. 

it seems to me that the facts indicate that it means a great deal more. 
After all, they got the loan. After all, you were successful in this 
business. After all, you profited to the extent of $60,000 already in 
money paid from clients who came to you after you became the 
imtional acting chairman of the party. 

Mr. Boye. That isa pretty long question, Senator. 

Senator Nrxon. I want your comment. I told you it was going to 
be a long question. 

Mr. Boyt. I have had an analysis made of the testimony that has 
been offered before this committee, and in every instance of every 
person that has been Crna regarding William Boyle, discussing 
with them in any way, fashion, shape, or form the American Lithofold 
matter, the examiners, the directors, and all those who would have 
anything that I presume would have to do with this loan have been 
questioned by this committee of the United States Senate, and from 
the testimony that has been offered before this committee I have 
found nothing except where each person that has been interrogated by 
this committee or information obtained regarding this particular 
matter has said that Boyle never talked to them or discussed this loan 
in any way or fashion. 

Senator Nrxon. Let me say this: Would you expect this; people to 
come in and say, “Yes, Bill Boyle called me and he influenced my 
judgment?” As a matter of fact, you did talk to Mr. Hise; did you 
not / 

Mr. Borie. I made an appointment with Mr. Hise. 

Senator Nixon. You made the appointment. 

Mr. Boyxe. I did not discuss the American Lithofold loan. 

Senator Nixon. When you made the appointment you knew it was 
going to be discussed with Mr. Hise; did you not ? 

Mr. Boyxe. I hi ad no reason to doubt that if these people had a mat- 
ter with the RFC they did have a perfect right and privilege to talk 
to anybody in the RFC that had anything to do with their matter. 

Senator Nrxon. Certainly they had. And you were their attorney 
at $500 a month. You were their attorney. That is what differen- 
tiates this case from the average person coming into your office, Mr. 
Boyle. 

Mr. Borie. As I have stated, at that particular time I was fully 
practicing law and could have gone over with them. 

Senator Nixon. Now you are stating, then, do I understand 

Mr. Boye. I said that in my statement. 

Senator Nixon. All right. What are you saying, that you were 
racticing law—go ahe: ad—and you could have gone over with them. 
We ‘ould that have been proper? 

Mr. Boytr. Of course. 

Senator Nrxon. It would have been proper, in other words? 

Mr. Borie. Of course. 
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Senator Nixon. You do not agree with the President when he 
says that a voluntary worker for the national committee should not 
attempt to exercise influence in behalf of a client ¢ 

Mr. Borie. Now, we are getting to a question, Senator— 

Senator Nixon. I am not getting any question. 

Mr. Boye. I am a practicing lawyer, and I had a perfect privi- 
lege and right to represent my clients before any agency of Gov- 
ernment or any of the courts of this Nation. And, because I as- 
sumed a position with a party certainly it did not deprive me of my 
means of livelihood to appear in any way, as long as it was proper. 
And I say that if I had gone over it would have been proper, be- 
cause I would certainly not have used the inference that is being 
drawn on this particular matter. 

Senator Nixon. In this instance I agree with the President rather 
than with you. 

Senator Hory. On the facts in connection with this, in order that 
the record might be clear, I believe in your recital you stated the facts 
all accurately, except you said that from the time of February 28 to 
March 3 nothing happened. In the meantime Mr. Williams, who is 
the examiner, testified that the loan application was for $125,000 and 
that, after going over it and discussing it, he recommended $80,000. 
And that was the amount that was approved, so that there was that 
change in the situation from the time that the Board had rejected it 
before and when they approved it on March 3. 

Senator Nixon. I think the chairman, if he will read all of the 
testimony, will find that the question of a working-capital loan for 
$80,000 was before the Board on the 28th as well as on the 3d. 

Senator Hory. It was not recommended, as I recall, by Mr. Wil- 
liams. 

Senator Nixon. But tt was before the Board. 

Senator Hory. Until they had adjusted it and made these changes 
or recommendations about it and it was finally adopted for $80,000. 
I just felt that it ought to be shown that that application was for 
$125,000 and that it was approved for $80,000. 

Senator McC LELLAN. May I say also I think the record shows that 
at the time the $125,000 was considered they also connected with it 
an application for an over-all loan to take up the indebtedness. 

Senator Nixon. Those were separate applications, in the alterna- 
tive, Senator McClellan, if you will recall. 

Senator McCrietuan. They may have been but they were both pre- 
sented at the same time. 

Senator Nixon. My point is that the company was not asking for 
both loans. They were asking for one or the other, in the alternative. 

Senator McCietitan. They were both rejected. 

Senator Nixon. That is right. They were both re jected. 

Senator Munpr. To keep the record entirely clear, it was also men- 
tioned that Cecil Green testified that when he 

Mr. Boyte. I beg your pardon; I cannot heat 

Senator Munpr. Cecil Green testified that he and Blauner and 
Mr. Toole came to your office; that Green discussed with you at that 
time the fact that the loan had been turned down, they had to do 
something, and that was his reason for asking you to make the ap- 
pointment with the RFC. While Mr. Blauner may not have con- 
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ferred with you as his attorney at that time, Mr. Green testified, as 
did Mr. Blauner, that your conversation was with Green on the mat- 
ter of loan. 

Mr. Borie. My conversation was with Mr. Blauner. 

Senator Munpr. Mr. Blauner said it was with Green. 

Mr. Bore. I beg your pardon? 

Senator Munpr. Mr. Blauner denied that he said under oath it was 
with Green rather than him. 

Senator Nixon. Let me read the testimony of Mr. Green and Mr. 
Toole to you, if you want it clear, according to their recollection on 
that occasion and reading now—before I r ead that, let me s: iy this: 
Did I understand you to say that you did not know that this company 
was having some difficulties with this loan, or you did know th: at ¢ ( 

Mr. Boyte. I did not know any details pertaining to the RFC loan. 

Senator Nixon. Did you know they wanted a loan? 

Mr. Cuase. Let the witness answer the question, please. 

Mr. Boye. I am not in a position to say whether I knew about 
them having a loan or not. I am in a position to say that I did not 
in any way know anything of the details about the loan, in any way, 
shape, or form, from the start to now. 

Senator Nixon. Why were you making the appointment ? 

Mr. Boye. Because Mr. Blauner asked me to make an appointment 
with Harley Hise at the RFC. 

Senator Nixon. W hy do you think he wanted to go down there? 

Mr. Boyte. Mr. Blauner would have to answer that question. 

Senator Nixon. You mean you, as his attorney, did not know; you 
had no idea that he wanted to go down there on behalf of a loan? 

Mr. Boye. Well, if he wanted to go to the RFC, I would certainly 
have. 

Senator Nixon. You would have assumed that? 

Mr. Boye. That he had a matter that he wanted to talk to Harley 
Hise about, but he did not talk to me about the details of the loan. 
He asked me—they were waiting to see me—and asked me if I could 
make an appointment for Harley Hise. I had about 15 people waiting 
to see me, and I turned to the phone and called up and made the ap- 
pointment for Mr. Blauner to see Mr. Hise. 

Senator Nixon. As a matter of fact, according to Mr. Green’s 
testimony, he said: “Bill, I believe there is some misunderstanding 
in the minds of some of these people that have reviewed this matter 
of Mr. Blauner’s. Would you please make an appointment with 
somebody for Mr. Blauner to discuss this matter with them.” 

And then he testified further that you called Mr. Hise. 

Mr. Boyter. No question that I called Mr. Hise. 

Senator Nixon. Then, in other words, you knew there was some 
difficulty with the loan; did you not? What other misunderstanding 
could they have involving Mr. Hise? 

Mr. Borie. They had a matter with the RFC that they wanted to 
talk to—Mr. Blauner wanted to talk to them about, and I made the 
appointment. 

Senator Nixon. What other matters than loans does the RFC handle 
that they could have wanted to have discussed 4 

Mr. Borie. Well 

Senator Nixon. You knew they wanted to discuss a loan, Mr. Boyle. 
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Mr. Boyte. I knew they had a matter at the RFC or they would not 
have wanted to go there. 

Senator Nixon. A loan matter, of course. 

Mr. Boye. I did not know about what their loan situation was 
at all. 

Senator Nixon. I did not ask you that. You knew they wanted to 
discuss a loan matter at the RFC. 

Mr. Boye. I presume that it was a matter that had to do with the 
RFC or would be a loan or some activity at the RFC, certainly. 

Senator Nixon. That is right. In other words, when you called 
the RFC you knew that you were calling to make an appointment on 
behalf of a loan matter; did you not ? 

Mr. Case. Senator-— 

Senator Nixon. Let the witness answer. He can consult with you if 
he wants to. 

Mr. Cuase. I only wanted to suggest that the witness answered 
your question at least twice before the adjournment. 

Senator Nrxon. I will ask the questions and the chairman can rule 
in any instance that he wants. 

Mr. Cuasr. I understand. 

Senator Nrxon. You can consult with the witness any time you want 
to. I am trying to get the witness to say that he understood that he 
was going down there on a loan matter. It is obvious that he did. 
And he should say so. 

Mr. Cuase. He has said so. 

Senator Nrxon. Then maybe you can testify to that fact. Is it the 
witness’s testimony that when he made the appointment with Mr. 
Hise he knew he was making an appointment for the American Litho- 
fold to discuss a loan matter? 

Mr. Cuase. I am not answering the question. I am respectfully 
referring you to the record before the roll call wherein the question 
was put twice to Mr. Boyle and -he made the same answer that he has 
just made to you now. 

Senator Nixon. My point then is this: Has he answered the question 
that I have just put to you? 

Mr. Cuase. I think he has answered the question three times at 
least in the record. 

Senator Nrxon. And the answer is “Yes”: is that right ? 

Mr. Cuasr. I think the answer speaks for itself. 

Senator Nrxon. Then he has not answered the question. I want an 
answer to that question. 

Mr. Borie. Of course, it is obvious that the man had some problem 
at the RFC or he would not have wanted to see Harley Hise. 

Senator Nixon. That had to do with the loan ¢ 

Mr. Boye. I say yes. 

Mr. Crase. He said “Yes.” 

Mr. Boyte. It was something to do with that. 

Senator Nrxon. Of course, all right. 

Mr. Boye. I did not have any knowledge of the loan. There are 
two different points here and I just wanted to make the record 
straight ; that is all. 

Senator Nixon. Did you know the loan had been declined ? 

Mr. Borie. No; I did not know anything about it. 





934 INFLUENCE IN GOVERNMENT PROCUREMENT 


Senator Nixon. Mr. Flanagan questioned Mr. Toole, “Did they tell 
Mr. Boyle the loan had been declined that day?” 


Mr. Toote. I think that was said in the introductory remarks; yes, sir. 


According to Mr. Green’s testimony he told you that there had been 
a misunder standing i in regard to this matter. Did you not assume 
from that that the loan had been declined 

Mr. Boyie. Senator Nixon, let me answer by saying that Mr. 
Blauner came in my office and asked for an appointment with Mr. 
Hise. I had to refresh my recollection that I had made a telephone 
call. It is entirely incidental to it, when you have 30 to 40 to 50 
people that you see a day. And I cannot recall the conversation. I 
can say this: that to this moment I do not know the details of their 
loan. 

Senator Nrxon. All right. I will conclude my questioning with 
this comment again. Let me read to you the statement that you made 
concerning this matter to the press. [Reading :] 

Engaged by the company as counsel in February 1949, on a monthly retainer 
of $500. The retainer was for general services. I had nothing to do with the 
company’s application for an RFC loan. I had nothing to do with the prepara- 
tion of the application. I had nothing to do with the presentation of the case. 
I never discussed the loan with anyone at the RFC 

Mr. Borie. That is right. 

Senator Nrxon (continues reading) : 

In short, I had nothing to do with the granting of the loan. 

Mr. Boye. That is correct. 

Senator Nrxon. And you knew at that time of these conversations 
that you had with Mr. Hise on the telephone and with the American 
Lithofold people in the office when you made that appointment; did 
you know that? 

Mr. Boye. I knew that I had called Mr. Hise and made the appoint- 
ment for Mr. Blauner. 

Senator Nixon. And you think that this was a forthright statement 
in the light of the fact that you knew that? 

Mr. Boyte. Yes, sir; I do. 

Senator Nixon. Thank you. 

Senator Horry. The committee will take a recess until 3 o’clock. 

(Whereupon, at 1:15 p. m., the subcommittee adjourned, to recon- 
vene at 3 p. m., this same day.) 


AFTERNOON SESSION 


Senator Hory. The committee will come to order, please. 

The committee will resume its examination. 

Senators Hoey, Mundt, and Nixon are present.) 

Senator Nixon. Mr. Boyle, I have just a few more questions. 


TESTIMONY OF WILLIAM BOYLE, JR.—Resumed 


Mr. Borie. Yes, Senator Nixon. 

Senator Nixon. And then I will get out of your hair. 

Mr. Boyte. Yes. 

Senator Nrxon. You will recall before the recess that I was ques- 
tioning you about the statement that you yourself issued 
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Mr. Boyte. Yes, sir. 

Senator Nixon (continuing). After this story broke in the papers. 

Mr. Boyte. Yes, sir. 

Senator Nixon. There was also a story which appeared in the papers 
shortly after your statement was issued which quoted the President to 
the effect that he had investigated the matter, and that. he felt that you 
had not engaged in any improper practice. I think that was the gist 
of the story. 

Mr. Boye. Yes. 

Senator Nrxon. As I understand it, Mr. Charlie Murphy, of the 
President’s office, made this investigation, and I wondered if he had 
talked to you about it. 

(The witness is conferring with counsel.) 

Mr. Borie. What was that question again, Senator? 

Senator Nixon. Did Charlie Murphy—in other words, did he ques- 
tion you about your part in this loan, or anybody else from the Presi- 
dent’s office? 

(The witness is conferring with counsel. ) 

Mr. Borie. Yes, Senator Nixon. 

Senator Nixon. I see. Now, did you disclose—who was Charlie 
Murphy? 

Mr. Boyte. Charlie Murphy? 

Senator Nrxon. I think Senator Hoey pointed out that he made the 
investigation. 

Senator Hory. Mr. Murphy looked into the matter for the President. 

Mr. Borie. Yes. 

Senator Nrxon. For the President is what I understood. 

Did you disclose to him the fact that you had made this appointment 
with the RFC for the president of American Lithofold, and the 
treasurer ¢ 

Mr. Boyte. I had; yes, sir. 

Senator Nrxon. In other words, we can presume that when the Presi- 
dent made his statement that he knew that you had made an appoint- 
ment at the RFC for this concern ? 

Mr. Borie. My answer to that question, Senator Nixon, was that 
Mr. Charles Murphy was told by me and it was known to him that 
I had made the appointment ; yes, sir. 

Senator Nrxon. Did you tell the President that, too, or did you dis- 
cuss it with him? Iam not asking you what the President told you; I 
just want to oe what you told him. 

Mr. Boye. I did not discuss the matter with the President while 
he was conducting his investigation. 

Senator Nixon. Do you have any reason to believe that the President 
was not informed of the fact that you had made the appointment at 
the RFC? 

(The witness is conferring with counsel.) 

Mr. Boye. I assume he knew it. 

Senator Nixon. You assume he knew it? 

Mr. Boyte. That is right. 

Senator Nixon. Getting back to the question of the retainership with 
the American Lithofold Co., as I understood it before the recess, the 
testimony was to the effect that you received $1,250, which is uncon- 
troverted; that for that you would, of course, be available on a 
retainer basis, which you were. 
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Mr. Boye. That is correct. 

(Senator Underwood is now present.) 

Senator Nixon. But the only service which the company requested 
you to do or which you performed during the period that you received 
the $1,250 was to make a telephone call to the RFC; is that a correct 
statement ! 

(The witness is conferring with counsel. ) 

Mr. Boyue. It was just merely a service to Mr. Blauner. 

Senator Nrxon. I see. Let me repeat the question. Was that the 
only service that you rendered for the company during the period that 
you received the $1,250? 

Mr. Boye. I rendered no other service except—— 

Senator Nixon. The telephone call. 

Mr. Boyte (continuing). Except being their representative here 
for the 214 months. 

Senator Nixon. As I understand your position, as you have. pointed 
out, you feel that it is proper for a Democratic Committee employee 
or, for that matter, a Republican Committee employee, if the Repub- 
licans happen to be in the same position 

Mr. Boye. That is right. 

Senator Nrxon (continuing). Or for senatorial or congressional 
offices 

Mr. Boyte. Certainly. 

Senator Nrxon (continuing). To make appointments down at the 
RFC or at any other Government agency. 

Mr. Boye. That is right. 

Senator Nixon. I agree with you on that point. 

Mr. Boyt. Yes. 

Senator Nrxon. I think, however, that the distinction which we must 
bear in mind is the one which the President made in his statement. 
As you note the President used the term “paid for,” and in this in- 
stance you were not making an appointment for just anyone who hap- 
pened to be coming into town and wanted to go down to the RFC but 
you were making it for one of your clients by whom you were being 
paid. Don’t you see a distinction between the two types of services ! 
Do you not see the distinction, Mr. Boyle? 

(Senator McClellan is now present.) 

(Counsel is now conferring with client.) 

Mr. Boyne. Senator Nixon, I would have made that appointment 
if a man other than Mr. Blauner came to the city and wanted an ap- 
pointment with the Government. 

Senator Nixon. You saw nothing improper about making it for a 
man who was paying you to do it? 

Mr. Borie. He was not paying me to make that appointment. 

Senator Nixon. Weren't you on his payroll? Wouldn't you have 
done that as part of the retainer if he had asked you to? 

Mr. Borie. I would have gone over with him. 

Senator Nixon. You would have gone over? 

Mr. Boyte. I probably would have. 

Senator Nixon. In other words, you would not have considered it 
improper to have gone over with him to the RFC, would you? 

Mr. Boye. I think the distinction, Senator, is whether a matter is 
proper or improper. I do not consider that the making of an appoint- 
ment for a man, whether he is a friend, a client, when a man is prac- 
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ticing law, or a person sent in looking for help in Washington, is 
improper, as long as improper influence is not used. 

Senator Nixon. At this point, Mr. Chairman, just to lay the founda- 
tion for my next question, I have before me a statement by another 
President on this same question. This statement appeared in the 
New York Times on Thursday, January 18, 1934. ‘The President, 
of course, was President Roosevelt. 

Mr. Borie. Yes, sir. 

Senator Nixon. I shall read only two brief paragraphs from this 
statement, which gives the gist of the comment, although I will ask 
that the entire article be place ‘ed in the record : 


Immediately after President Roosevelt had vigorously expressed the opinion 
today that no holder of a high political office should practice law here, Robert 
Jackson announced his resignation as secretary of the Democratic National 


Committee. At the same time it became known that Frank C. Walker had 
resigned as treasurer. 


Mr. Jackson was the third member of the committee now practicing law here 
to resign in recent months; former Gov. O. Max Gardner, of North Carolina, 
and J. Bruce Kremer, of Montana, having taken similar action recently. 

The President’s view, disclosed at today’s White House press conference, 
was a general one expressed as the result of questions in which no individual 
was named. But he made it clear that it is not in accordance with the spirit 
of his administration that anyone holding an important political position such 


as that of national committeeman should earn a livelihood in Washington on 
that basis. 


This type of legal practice carries the implication that its practitioner has 
access to the back door of the administration, he inferred, and it was vigorously 
asserted that such is not the case. The President observed that this kind of 
practice has been known to exist, but that it ought not to. 

Will you agree with the President’s, President Roosevelt’s, comment 
to the effect that even a national committeeman should not practice 
law in Washington ? 

Mr. Boye. A national committeeman ? 

Senator Nrxon. Yes. 

Mr. Borie. From out of Washington? I would not want to be the 
judge of that. I think if a man is elected in his State to represent 
a party, that he has a perfect right to conduct himself properly before 
any Government agency, and he would be entirely proper in doing it. 

Along the lines ‘of that article read by you, Senator Nixon, it be- 
came evident to me for numerous reasons and, at the same time in 
discussions with Senator McGrath, the then chairman, that it would be 
better for me to retire temporarily and I retired from the active prac- 
tice of law on April 20, after serving February and March and part 
of April, because I wanted to divorce myself from the practice of law 
while I was in an official capacity with the national committee. 

(The article in the New York Times referred to is as follows:) 


[From the New York Times of Thursday, Jannary 18, 1934] 


Two Quit Party Jors As Rooseve.t Hits Lopsy PRAcTICES—FRANK C. WALKER 
AND Ropert JACKSON RESIGN FROM THE NATIONAL COMMITTEE—PRESIDENT 


OpPosEeD TO POLITICAL LEADERS ACTING AS ATTORNEYS IN FEDERAL BUREAL 
CASES 


WASHINGTON, January 17.—Immediately after President Roosevelt had vigor- 
ously expressed the opinion today that no holder of a high political office should 
practice law here, Robert Jackson announced his resignation as secretary of 
the Democratic National Committee. At the same time it became known that 
Frank C, Walker had resigned as treasurer. 
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Mr. Jackson was the third member of the committee now practicing law here 
to resign in recent months, former Governor O. Max Gardner, of North Carolina, 
and J. Bruce Kremer, of Montana, having taken similar action recently. 

Arthur Mullen, of Nebraska, is the sole remaining member of the committee 
actively engaged in law practice here. His son, J. Arthur Mullen, is an assist- 
ant to the Assistant Secretary of State. 

Orman Ewing, Utah committeeman, also resides in Washington and has been 
described in some newspaper accounts as a lawyer, but in his absence friends 
said here today that he does not practice. 

The President's view, disclosed at today’s White House press conference, was 
a general one expressed as the result of questions in which no individual was 
named. But he made it clear that it is not in accordance with the spirit of 
his administration that anyone holding an important political position such 
as that of national committeeman should earn a livelihood in Washington on 
that basis. 

This type of legal practice carries the implication that its practitioner has 
access to the back door of the administration, he inferred, and it was vigorously 
asserted that such is not the case. The President observed that this kind of 
practice has been known to exist, but that it ought not to. 

Mr. Jackson said that he had resigned because he had from the first considered 
his political position only temporary, and because he found it “very limiting” 
in his legal practice due to the number of potential clients whom he felt it 
necessary to turn down. He said emphatically that he had not taken any cases 
in which Government affairs were affected, and had not figured in any appli- 
cations for public works funds. 

“T have taken no part whatsoever in distribution of patronage,” Mr. Jackson 
said. “I have declined to represent any client who has had matters that would 
conflict in any way with the administration’s program. I found that the office 
of secretary was a serious handicap and an embarrassment in representing 
clients.” 

Mr. Walker, who resigned as treasurer of the national committee, is not an 
attorney. He is devoting his whole time to administration affairs without 
compensation in the dual capacity of executive director of the National Emer- 
gency Relief Council and secretary of the executive council. Mr. Walker was 
not the representative of any State on the committee. His resignation was 
submitted to Post Master General Farley, chairman of the committee, some- 
time ago but was not made public. 

Mr. Jackson’s resignation has not reached Mr. Farley, it was said today, 
although Mr. Jackson said that he wrote it several weeks ago. It was reported 
that he had sent it to the State chairman of the Democratic organization in 
New Hampshire for which State he was national committeeman. But a dispatch 
from New Hampshire today quoted the State chairman as not having received it. 

Senator Nixon. Let me ask you this question along the same general 
lines: Among the other people who received compensation from 
American Lithofold were several Government employees. One of 
them, as you will recall, is Mr. Finnegan, whom I think you knew. 

What is vour comment as to the propriety of collectors of internal 
revenue taking employment from corporations or individuals who 
reside in the districts in which they are the collectors? 

Mr. Boye. Senator, I have come here to meet with this committee 
to answer for my own conduct. 

Senator Nrxon. Now, Mr. Boyle, just a moment. Let me tell you 
why I am asking this question. 

Mr. Boye. Yes. 

Senator Nixon. This committee is interested in writing a report, 
a report dealing with the ethics of this type cf situation. You are 
the chairman of the Democratic National Committee. 

Mr. Boy.e. Yes. 

Senator Nixon. You, before another congressional committee, as I 
recall, expressed some very strong opinions about ethics in elections 
and, incidentally, I think you had a right to do that and a duty to do 
that, but it seems to me that you, as the chairman of the Democratic 
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National Committee, should give the committee the benefit of your 
opinion as to what you think the propriety of such actions happen to 
be. 

Mr. Borie. As I remember from the newspapers, the Internal Reve- 
nue Department did not prohibit their collectors from practicing law 
in their own local communities. 

(Counsel is conferring with the client.) 

Mr. Boyte. I understand that after some long study that in May 
or June of this year a new procedure has been put into effect that re- 
quires the person accepting the appointment to either sign or say that 
he will devote all of his time to the job of being collector. 

Now, that is after a study by Internal Revenue, and I will agree 
with that, in general. 

Senator Nixon. You agree with the present policy / 

Mr. Boyte. Yes, sir; 1 would say that is the better policy. 

Senator Nixon. You would say the present policy is better than the 
past policy? 

Mr. Borie. That is my own opinion. 

Senator Nixon. In regard to my question regarding the national 
committee, one of the notations in the Dunham diary concerned Mrs. 
Lynch, the national committeewoman from Iowa, who came in in 
regard to the Pacific Paperboard Co. That appointment at the RFC 
was made through your office according to that diary. Do you recall 
making that appointment ? 

Mr. Boyte. No, I don’t recall making that appointment. 

Senator Nixon. You do not recall? This was an instance in which 
the facts were somewhat similar to the instant case, in which the loan 
had been turned down, and in which, after intercession on several] 
occasions, it was granted. 

Let me read a further excerpt from the diary. 

Mr. Boye. I don’t recall it. 

Senator Nixon. According to the diary, Gray Leslie, who is one of 
the employees of the National Democratic Committee—— 

Mr. Bory. That is correct. 

Senator Nrxon (reading) : 

Telephoned on April 27, 1950, to call Mr. Dunham, one of the directors of the 
RFC. He said a meeting would probably be called today re Pacific Paperboard 
Co. and stated that he is very much interested in this loan. 

Now, do you think that it is proper for an employee of the national 
committee to go that far in behalf of a national committeewoman or 
committee man, for that matter, who has a financial interest in such a 
loan? 

(The witness is conferring with counsel.) 

Mr. Borre. Did Mrs. Lynch have a financial interest in the loan? 

Senator Nrxon. Is that counsel’s question ? 

Mr. Bortz. Yes; counsel asked me that. 

Senator Nrxon. Well, she was the vice president of the company. 
She is just the vice president of the company. I assume she had a 
financial interest, unless she was 

Mr. Cuase. Excuse me, Mr. Boyle, does the record indicate that an 
employee of the Democratic National Committee knew that Mrs. 
Lynch was an officer of the company ? 





940 INFLUENCE IN GOVERNMENT PROCUREMENT 


Senator Nixon. The record indicates, and I will quote from the 
diary, the Dunham diary. You see, this is a diary kept, of course, by 
Mr. Dunham’s secretary. 

Mrs. Florence Lynch, national committeewomen from Iowa, came in ve the 
Pacific Paperboard Co., Longview, Wash., of which she is vice president. The 
loan came in for $450,000 on March 27, with the agency declining it. Mr. 
Kennedy of the agency said in his letter that a loan in the reduced amount of 
$200,000 might be approved inasmuch as $1,550,000 is still outstanding with the 
company. Mrs. Lynch’s appointment came through Mr. Boyle’s office. 

Do I understand from counsel’s question that it would make a 
difference as to whether or not the national committee should indicate 
an interest if the national committee knew that the national committee- 
woman had an interest in the company? Would it be improper if that 
were the case? 

Mr. Borie. If an appointment was made for a person who was a 
national committeewoman from a State, I don’t think that it would 
be improper if she had a problem with any Government agency. The 
words there that are in the diary, I don’t know whose words they are, 
whether Mr. Leslie used those words. That is 

Senator Nixon. We will let the record stand on that at this point. 

Mr. Borie. O. K., Senator. 

Senator Nixon. We have not had a chance to look into it, and it is 
possible that the staff may not. 

Mr. Borie. That is right. 

Senator Nrxon. Just a couple of questions, and I will be through. 
Do you know Mr. Turney Gratz? 

Mr. Boyte. Yes, I do. 

Senator Nixon. Yes. 

He was an employee of the RFC before he came with the committee, 
is that correct ? 

Mr. Boyt. That is correct. 

Senator Nixon. On any occasion while he was an employee of the 
RFC, did he refer to you any legal clients? 

Mr. Boyte. I have no recollection of any ; I don’t have any recollec- 
tion of any. 

Senator Nixon. Do you have your correspondence with Mr. Gratz, 
do you still have that correspondence covering that period ? 

(The witness is conferring with counsel.) 

Senator Nixon. For the period when Mr. Gratz was with the RFC ? 

Mr. Boyze. Mr. Gratz was an old friend of mine for very many 
years. 

Senator Nixon. Yes. 

Mr. Bortz. And when he was with the RFC he was in the Rubber 
Division, and he was down in South America for some several years. 

Senator Nrxon. Did you have any correspondence with Mr. Gratz 
while he was with the RFC? 

Mr. Boye. I would think—so far as letters are concerned ? 

Senator Nrxon. Yes. 

Mr. Boyte. Oh, no. 

Senator Nixon. Your testimony is that Mr. Gratz did not refer any 
legal clients to you while he was with the RFC? 

“(Witness is « ‘onferring with counsel.) 

Mr. Boyte. To the best of my recollection, he did not, I can’t recall 
one. 
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Senator Nixon. Now, going to the matter of the sale of the law 
practice, your recollection of the incident is the same as Mr. Sis- 
kind’s 

Mr. Boyte. In general, yes, sir. 

Senator Nixon (continuing). Except, apparently, you do not re- 
-all ever having seen this yellow sheet of paper, which is the only 
document in the case. 

Do you recall having seen this paper ? 

Mr. Boye. As such, no; I wouldn’t. As I said before, Senator, in 
answer to your question, there were numerous papers used and nota- 
tions made and figures used. 

Senator Nixon. You never saw the final work sheet ¢ 

Mr. Borie. No, when we arrived at 

Senator Nrxon. You could not testify that that work sheet had 
been completed then as of a certain date, could you ? 

Mr. Boyte. No, I couldn’t do that. 

Senator Nixon. You cannot testify as having seen it as of a certain 
date ¢ 

Mr. Boyne. No. 

Senator Nixon. I see. 

As far as this agreement was concerned, was there any agreement 
as to how long it was to last? 

Mr. Borie. No; it was a firm commitment on 

Senator Nixon. Were you to stay out of Washington practice indefi- 
nitely ¢ 

Mr. Boye. No; that did not enter into the agreement. 

Senator Nixon. What ? 

Mr. Boyie. No; that did not enter into the agreement. No; that 
did not; no. I was not to keep out of any practice at all. 

Senator Nixon. I see. 

What were you selling then ‘ 

Mr. Boyte. Selling—I was not selling. We computed the interests 
of my work in these law cases that have been discussed here, and after 
computing those cases we arrived at a gross firm figure of $150,000. 

Senator Nixon. That is right. Well, now, what about. these cases 
let us suppose you were to leave your position, could you go back to 
those same clients and take them from Mr. Siskind ? 

(The witness is conferring with counsel.) 

Senator Nixon. There was no agreement on that point? 

Mr. Boye. No; there is no agreement on that point. I contemplate, 
and contemplated, to serve out the full term with Senator McGrath 
or my own. 

Senator Nixon. The agreement, I think you would agree, would not 
be enforceable against Mr. Siskind’s estate or in behalf of your estate, 
or vice versa, would it? 

Mr. Boyte. I didn’t think of him dying or me dying. but—— 

Senator Nrxon. Ordinarily lawyers think of people dying, though, 
do they not? That is why we advise people to make wills ‘and make 
agreements. 

Mr. Borie. Probably everybody but themselves. I would certainly 
expect that the estate of , 

Senator Nrxon. Let me ask you this: Would you ever advise a 
client to make an agreement involving $150,000 with no writing at all 
covering it? 
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Mr. Boyzx. I answered that question earlier, Senator. I said in 
most matters, no; I would advise them to have a written contract. 
But 

Senator Nixon. In hindsight you would have done this, too, as I 
understood your testimony ¢ 

Mr. Boye. Well, I don’t know. I presume maybe that we would, 
but we had always gone along on verbal agreements and had no 
reason to expect that the full value would not be as we agreed verbally. 

Senator Nrxon. My last question is an easy one—probably all have 
been easy ones. 

I noted with interest Mr. Siskind’s comment to the effect that he 
would be glad to have you back in the practice of law with him at any 
time. Is there anything to the story that you intend to resign as 
nationai chairman of the Democratic Party ? 

(Witness is conferring with counsel.) 

Mr. Boyte. Absolutely none. 

Senator Nrxon. Thank you. 

Senator Hory. Senator Mundt? 

Senator Munpr. I wanted to review a few more of these entries in 
Mr. Dunham’s diary, Mr. Boyle, and relate them to the statement in 
your prepared presentation to the committee in which you said—— 

Senator Hory. We will have to take a recess for a few ‘moments 
to go over and vote. 

(Short recess. ) 

Senator Hory. The committee will come to order. 

Senator Mundt, you may resume. 

Senator Munpr. I had just started to read, Mr. Boyle, the second 

from the last paragraph of your prepared statement this morning, 
which I wanted to relate to some of the cases in the Dunham diary, 
especially that sentence which says— 
If a person seeks an appointment with an official of any Government agency or 
with Members of the Senate or House, I feel it is not only proper for the staff 
and officials of the Democratic National Committee to make such appointment 
but it is their duty to do so. 

Of course, I find no fault with that statement of policy. I think, 
however, it implies, without saying it, that that was the limit of the 
contacts that you made with the RFC in connection with the company 
in question. In your position as chairman of the Democratic National 
Committee I do not believe that is quite the fact. 

So that the implication will not be carried for more than it is 
intended to be, therefore, I wanted to see whether you might not 
agree with me that some of your contacts with the RFC went con- 
siderably beyond making an appointment, with a Government agency. 

Let. us take the one on Thursday, May 5. 1949. That was after you 
had been made a paid National Demoer: ie chairman for, roughly, a 
month. 

“Mr. Kenneth Burns of Detroit’—who is Mr. Kenneth Burns of 
Detroit # 

Mr. Boye. He, to the best of my recollection, is—my recollection 
is that he was a friend of Walter Dunham’s. 

Senator Munpr. Mr. Burns was a friend of Walter Dunham’s? 

Mr. Borie. Walter Dunham’s. 

Senator Munvt. Was he also a friend of yours? 
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Mr. Boyxe. I think that was the first time I had met the gentlemen, 
and I believe he was looking for a position, if I remember correctly. 

Senator Munpr. The full entry is: 

Mr. Kenneth Burns of Detroit called on Mr. Dunham. Mr. Dunham went to 
Mr. Burns to call on Mr. William Boyle, Democratic national chairman at 
12:30. Then to the Mayflower Hotel where they joined Mr. Merl Young and 
Mr. Willett for lunch. 

I believe Mr. Merl Young at that time was one of your employees 
on the Democratic National Committee ? 

Mr. Boye (conferring with counsel). I don’t believe that he was 
there in 1949, Senator. 

Senator Munpr. What was he doing in May of 1949? 

Mr. Borie. Going about his own business. 

Seantor Munpr. What was his business? 

Mr. Boyt. (conferring with counsel). Well, he was a commercial 
representative. 

Senator Munpr. Was he then with the RFC ? 

Mr. Boyte. I beg pardon ¢ 

Senator Munpr. W as he then with the RFC, Mr. Mer] Young? 

Mr. Borie. Not to the best of my recollection. He was either with 
Lustron or I believe, he was with Lustron; I don’t know. He was 
employed—— 

Senator Munpr. Yes. 

Mr. Boyte (continuing). Outside of the Democratic National 
Committee. 

Senator Munpr. In all event, the point I am trying to make out— 
I think you will agree with me there—that on M: ay 5, 1949, you had 
a contact with Mr. Dunham and Mr. Willett, two directors of the 
RFC, and Mr. Kenneth Burns of Detroit, and that was beyond the 
point of making an appointment with an official of a Government 
agency. 

Mr. Boyzr. As I recall, I believe that Mr. Dunham wanted me 
to meet Mr. Burns, with the possibility of his being found a position, 
a job. He was a friend, as I recall it. He was a friend of Mr. Dun- 
ham’s. Mr. Dunham wanted me to meet him, which I did do, and I 
believe the discussion was about Mr. Burns possibly getting a job some 
place. 

Senator Munpr. Then on Tuesday, May 10, 5 days later— 

Mr. Dunham lunched with Messrs. Boyle, Young, Dawson, and Kenneth Burns at 
the Mayflower Hotel. 
Still working on that job at that time? 

Mr. Boyie. Who was this, Senator ? 

Senator Munpr. May 10, 1949— 

Mr. Dunham lunched with Messrs. Boyle, Young, Dawson, and Kenneth Burns at 
the Mayflower Hotel. 

I think all those people are identified, except Mr. Dawson. Who 
is Mr. Dawson ? 

Mr. Borie. Donald Dawson. 

Senator Munpr. Donald Dawson was then an employee at the White 
House ? 

Mr. Boye. Yes. 

Senator Munpr. So without trying to impute anything to it ex- 
cept that I think your statement on page 7 this morning was a little 
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bit conservative and too confining, your contacts with the RFC did 
go beyond the making of appointments of people who came in. 

Mr. Boyie. If you mean social dates with people in Government, I 
have had many. 

Senator Munpr. Yes. I doubt if this was a social date in the 
middle of the day with tins articular coterie of people. 

Mr. Boy.r. In this partic ane incident—— 

Senator Munpr. Seeking a job. 

Mr. Boye (continuing). In this incident, if my memory serves me 
correctly, Mr. Dunham was interested in obtaining employment some 
place for Mr. Burns, and Mr. Burns was in the city, and I met him at, 
I guess, the request of Mr. Dunham, and we went to lunch. 

I presume—of course, I have no recollection and detail of events that 
far back—that Mr. Burns probably stayed in town, and they wanted 
to see if I had been successful in helping the gentleman. 

Senator Munpr. All right. I am simply making the point to you 
that it was more of a contact than I was led to believe when I read this 


statement. I am not saying there is anything wrong with it, it is just 
a statement of fact. 


Mr. Boyte. That is right. 


Senator Munpr. Again on August 18, 1949, there is this notation 
in Mr. Dunham’s diary: 


Mr. Dunham called Merl Young to inquire for address of Robert Haggerty, 
Mr. Young said to mail a letter to 1835 K Street NW. 

Is that the Democratic headquarters # 

Mr. Borie. No, Senator. 

Senator Munpr. It is not. 

And he would see that Mr. Haggerty received it. Also Mr. Dunham talked 
with Mr. Boyle; discussed Mr. Tribble, Board of Preferred Accident. 

That “discussed Mr. Tribble” leads me to believe that was more than 
seeking an appointment for Mr. Tribble to see Mr. Dunham. 

Mr. Borie. The Haggerty thing I know nothing of. 

Senator Munpr. I just read that to give you the full diary of 
course. 

Mr. Boyte. Mr. Tribble had been with the Maryland Casualty Co. 
and was a man familiar with insurance matters, and I sent him to the 
RFC. I believe he is a man of means, and he thought that he could 
devote some of his time to Government work. 

Senator Munpr. There was a case then of a man you had sent to the 
RFC urging them to give him an appointment rather than the RFC 
coming to you asking you to give Mr. Burns an appointment. This 
was the reverse proc edure now. You were asking the RFC to give 
an appointment to Mr. Tribble, is that correct? 

Mr. Boyte. That is correct. 

Senator Munpr. That is correct. 

On Thursday, September 29, 1949, from the diary: 


Mr. Dunham sent day letter to Mr. William Boyle, Jr., care of Hotel Muehle 
bach, Kansas City, Mo., over Executive 0988. 


I suppose that means the charge account there. That would indi- 
cate something in the nature of a transaction beyond making an ap- 
pointment for an official. 

Mr. Boyte. Now, what was that date, Senator Mundt? 
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Senator Munpr. That was Thursday, September 29, 1949. 

Mr. Borie. Yes, that date refreshes my memory. That was the 
date of a dinner that was held in Kansas City given by the city of 
Kansas City in my honor on that date, at which many officials of the 
Government. attended, and I would presume that was a letter, pos- 
sibly, of good wishes from Mr. Dunham. 

Senator Munpr. That may well be. 

Thursday, October 13, 1949: 

Mr. William Boyle telephoned re George Tribble. 

This is now the second call we have on Tribble. [ Reading :] 

Mr. Dunham said he would call Mr. Hise Monday and discuss Mr. Tribble’s 
situation. Made a tentative luncheon date next week sometime after Wednes- 
day. 

That, 1 presume, was a follow-up call by which you were urging 
Mr. Dunham for the second time to give this appointment to Mr. 
Tribble, is that correct ¢ 

Mr. Boy.e. I presume Mr. Tribble was in the city, and I probably 

‘alled up Mr. Dunham and asked him if he could see him; yes, sir. 

Senator Munpr. You would agree with me, would you not, that was 
making a contact with a Government department beyond simply 
making an appointment for somebody to come in to see you, so that 
I am justified in saying that, perhaps, that just by reading on page 7 
this morning the statement, it was a little bit too constrained. 

(Mr. Boyle conferred with counsel. ) 

Senator Munpr. The statement was, it begins on the bottom of page 
6— 


If a person seeks an appointment with an official of any Government agency or 
with Members of the Senate or House, I feel it is not only proper for the staff of 
officials of the Democratic National Committee to make such appointments but 
it is their duty to do so. 

That is a pretty wide-open implication; that was as far as you had 
ever gone in those statements. It was not a statement to that effect, 
but the implication that I gathered, the inference I gathered, was that 
what you had in mind—in trying to clear the record, that you did go 
beyond that certainly in your capacity as Democratic national chair- 
man. 

Mr. Bote. I sought in this position to serve the people that came 
into the Democratic National Committee, and I would say in other 
instances where a man was in desperate need of a job, I probably, 
and the staff, called more often than that. 

Senator Munpr. Part of your function as you saw it as Democratic 
national chairman was to help people get appointments with Govern- 
ment agencies. 

Mr. Boye. That is correct. 

Senator Munpr. I think that should be understood; certainly I un- 
derstood it. I know I did, but I did not gather it from your statement 
that you had this morning. I simply am pointing this out in that 
connection. 

Mr. Borie. We feel that we are a service organization to help any- 
body that comes in that door in any way th: at we can. 

Senator Munpr. That might include a little too much; that is 2 
pretty wide-open statement. 
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Mr. Boyte. I don’t believe so, Senator. I mean, there is a manner 
of conduct that is proper to follow; in our efforts here we try to con- 
duct ourselves in a way that would be what I think even you would 

say proper. 
Senator Munpr. On October 17 from the diary: 


Mr. Dunham telephoned Mr. Boyle who was out of town until Wednesday. 
Talked with Mr. Niel Roach instead. 


Is Mr. Roach one of your employees down there ? 
Mr. Borie. That is one of our employees. 
Senator Munpr (reading) : 


Told him that the RFC Board at this morning’s meeting recommended Mr. 
George Tribble for a directorate on the board of Preferred Accident Insurance 
Co. Mr. Roach was very pleased to hear this and said he would pass the infor- 
mation oa to Mr. Boyle, 

That indicates primarily that your efforts in behalf of Mr. Tribble 
had been successful. 

Mr. Borie. Probably. 

Senator Munpr. Well, as part of the function of the Democratic 
National Committee, Mr. Boyle, is it to induce companies that bor- 
rowed from the RFC to take on people they recommended as directors ¢ 

Mr. Boye. No, not in general. The problem of obtaining people 
that are available for work in Government is becoming extremely 
difficult. When a man of certain qualifications appears, why, we send 
them to an agency that we would have some hope that he might get 
on a job. 

Senator Munpr. You see what it builds up to is this: Unfortu- 
nately all members of the RFC directorate did not keep diaries— 
Dunham did. It was highly illuminating. But occasions of this 
kind lead me to conclude, as I indicated this morning, that a call from 
a man who legitimately, you say, has called them time after time to 
ask them to employ somebody who needs a job or some good man 
should have a job, that a call from you in that position is altogether 
different from a call from William M. Boyle, citizen, District of Co- 
lumbia, because they had conferred, not necessarily favors so far as 
your finances are concerned, but they had done something you had 
asked then i to do, so that when you called about a loan it is quite under- 
standable that you would carry a little more impact on their call than 
if i at had not occurred. Isn't that a reasonable assumption ? 

Mr. Boyle conferred with counsel.) 

Mr. Boy E. Well, that is a matter of opinion. 

Senator Munor. It isa matter of human nature, I would think. 

Mr. “aap Well, if it is human nature, that is an observation. I 

can only go back to the statement that in our sending people to Gov- 
ernment agencies we try to do it in a proper and ethical manner, Sen- 
ator Mundt. 
Senator Munpr. Yes; I am not saying anything else. I am simply 
pointing out that from the standpoint of the recipient of your call, 
the man that you have called on Monday, saying, “Will you hire a 
Mr. Tribble or a Mr. Burns or a Mr. Bloke,” and he hires him, a man 
that you have called for the same reason, perfectly legitimately a 
month or two before and then—— 

Mr. Boye. Yes. 

Senator Munpr (continuing). He has acquiesced in those things, 
he has worked with you on that matter, and you call up about a loan 
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application, it seems to me understandable that carries more weight 
than if you were not in that relationship. It does not mean it is 1m- 
proper, but I think it is a matter of human nature. I see no reason to 
deny it. I think that is what motivated you actually when you finally 
took the steps you did on May 20 when you said you would divorce 
yourself from your law practice. Am I right about that 4 

Mr. Boyt. Well, I determined on April 20 to do just that, Senator. 

Senator Munpr. For those appropriate reasons, I presume? 

Mr. Boye. Those and other reasons. I did not want to mix—— 

Senator Munpr. I say, those were among the reasons that you 
made that determination. 

Mr. Boye. Yes; I did not want to mix—yes. 

Senator Munpr. I am not going to try to go into all of these 16 
cases, but there were 1 or 2 of them I wanted to ask you about, because 
Mr. Siskind came in to them rather late and was unable to give us full 
information about them. 

Case No. 16 was one dealing with the St. Joe Paper Co. I believe 
that isa Florida company, I am not sure. 

The St. Joe Paper Co., in all events, is the company, and he told 
us that was an account that you had solely and you handled it by your- 
self until you made this transaction on April 20, is that correct ¢ 

Mr. Borie. Yes. I believe it is correct. 

Senator Munpt. So we asked him when you got that account, and 
he said since that was the status of things he could not tell; we would 
have to ask you. 

When did that account come to your office ? 

Mr. Borie. Well, it was before 1949. 

Senator Munpr. Can you make a little more specific statement ? 

Mr. Borie. No, 1 just couldn’t. I wouldn’t know at this moment. 

Senator Munpr. Would it be late in 1948, perhaps? 

Mr. Borer. No, it was before that. I guess it would be 1947, Sena- 
tor. My guess at this moment would be 1947. 

Senator Munpr. 1947, but you are not sure? 

Mr. Borie. No, I am not. ; 

Senator Munpr. You are sure it was before 1949 ? 

Mr. Boyts. I am positive of it; yes. 

Senator Munpr. That was a case dealing with the Government 
completely and, consequently, is of some concern. I wonder if you 
could tell us the general nature of the duties you performed for the 
St. Joe Paper Co. in relation to its conduct with the Government. 

Mr. Boyer (conferring with counsel). It was on a retainer basis, 
and the consulting with me on legal matters that affected their prob- 
lems. 

Senator Munpr. With what department of the Government ? 

Mr. Boye. I am trying to remember, Senator. 

(Mr. Boyle conferred with counsel.) 

Senator Munpt. Sure. 

(Mr. Boyle conferred with counsel.) 

Senator Munpr. I could not just see how your counsel could stim- 
ulate your memory. If he can, that is all right. 

Mr. Boyte. It had to do with matters pertaining to the Department 
of Justice, and then I believe later on to the briefs in regard to, I 
believe, the ICC. 
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Senator Munpr. The ICC? 

Mr. Boye. I believe so. 

Senator Munpr. I think Mr. Siskind did testify that was a rail- 
road reorganization problem. 

Mr. Borie. That is right. 

Senator Munpr. It had to do with the ICC. 

Is that one of your specialities in the law business, railroad re- 
organization matters? 

Mr. Boyte (conferring with counsel). Well we were in general 
practice and that certainly was in the bailiwick of our work. 

Senator Munpr. It is one of the larger accounts, and that is why I 
am taking this one with some detail rather than go into all of them. 

Mr. Borie. That is right. 

Senator McCietian. Would you mind speaking just a little louder? 

Mr. Borie. Not at all. 

Senator McCLeiian. It is a bit difficult for me to get all of it. 

Mr. Borie. Yes. 

Senator Munpr. This is one of the accounts. I believe, about which 
Mr. Siskind said you had left at about $50,000 or had done $50,000 
worth of work before the transfer, and from which he has since col- 
lected $32,000. 

Mr. Borie. Yes. 

Senator Munpr. So I felt that it must be something in which you 
had devoted a considerable amount of work in that year. 

Mr. Boyne. Yes, that is correct. 

Senator Munpr. To get a $50,000 transaction, legal transaction. 

Mr. Borie. That is right. 

Senator Munptr. Had you appeared before the ICC in that case? 

Mr. Borie. I didn’t. I don’t know whether Mr. Siskind did or 
not. I know that we prepared and help prepare great amounts of 
briefs and legal work, research, and so forth on the case. 

Senator Munpr. Do you know when Mr. Siskind first appeared 
before the ICC in that case ? 

Mr. Borie. No, I don’t, Senator, 

Senator Munpr. Was there an intervening attorney between you 
and Mr. Siskind? Did you sell that account directly to Mr. Siskind? 

Mr. Borie. Wasthere what now, Senator, please ? 

Senator Munpr. Was there an intervening attorney; was there a 
period of time when some third man had this case, or did you sell it 
direct from your account to Mr. Siskind’s account ? 

Mr. Boyie. No, no, it was in the office and stayed in the office as far 
as I know, and went—— 

Senator Munprt. So up until the time you had it then you had not 
appeared before the ICC? 

Mr. Boye. No. 

Senator Munpr. You did not know when or whether Mr. Siskind 
appeared before the ICC ? 

Mr. Borie. No, I don’t know about the ICC. I know that I had 
conferences, a great number of them with the firm, people involved 
and some with the Department of Justice. 

Senator Munpr. Is that a firm account? Did you get that from the 
St. Joe Paper Co. or Mr. Edward Ball ? 

Mr. Boyxe. That is correct. 
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Senator Munpr. Which is correct, Mr. Ball or the paper company ? 

Mr. Borie. From the paper company. 

Senator Munpr. Mr. Edward Ball was not involved in that 4 

Mr. Borie. I know Mr. Edward Ball. 

Senator Munpr. He wasthe president of the company ? 

Mr. Boytr. That is correct. 

Senatoz Munpr. But it was carried in the name of the company ¢ 

Mr. Borie. That is correct. 

Senator Munpr. I believe the records of the ICC show that Mr. 
Siskind appeared before them first, and on July 11, 1950, on that case. 

Mr. Borue. I wouldn’t know that. 

Senator Munpr. You would not know that. So far as you recall, 
your work for the company was largely a matter, then, of preparing 
briefs, but never in appearing before the ICC ? 

(The witness is conferring with counsel. ) 

Mr. Borie. I never appe eared before the ICC. I had matters that 
pertained to the Department of Justice, and consulted with the proper 
authority there. 

Senator Munpr. Mr. Nixon touched briefly on the matter of gifts 
this morning, and you said, I believe, that Mr. Green gave you a 
camera, a little late for a Christmas gift, but construed as such, to be 
conveyed to your daughters. 

He did not ask you the question that he asked all the other witnesses, 
Mr. Boyle, and that was did you ever receive any other gifts or gra- 
tuities of any kind from American Lithofold Co. or from Mr. Green? 

Mr. Borie. No; from Mr. Green, yes. 

Senator Munpr. No, from the Lithofold Co. ? 

Mr. Borie. No; from the Lithofold. 

Senator Munpr. All right. What were they, from Mr. Green? 

Mr. Borie. From Mr. Green? Oh, a necktie, a necktie, a shirt. 

Senator Munpr. We have been talking about perfume previously. 

Mr. Borie. We exchanged gifts over a period of years, Senator. 

Senator Munpr. Did you get a turkey? 

Mr. Boye. I couldn’t answer that. 

Senator Munpr. Would it be embarrassing or that you cannot re- 
member ? 

Mr. Boyte. No; I wouldn’t remember that, Senator. 

(The witness is conferring with counsel.) 

Senator Munpr. Do you remember? 

Mr. Boye. If you say—quite probably he might have. 

Senator Munpr. You are not sure of that. In his testimony he said 
he gave away quite a few turkeys, and I thought you might have gotten 
one of them. I am not just sure. 

Mr. Boy e. *] don’t know about it, really. 

Senator Munpr. I think he testified to this, and you correct me if I 
am wrong, I think he testified that he gave bottles of perfume to your 
secretarial staff, the girls in your office, in the Democratic committee. 

Mr. Boye. I don't know whether he did or not, Senator. 

Senator Munpr. You do not know whether he did or not ? 

Mr. Borie. He probably did if he said he did. 

Senator Munpr. I think he did. I don’t want to say definitely, but I 
think I recall. 

Mr. Borie. Yes. 
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Senator Munpr. That was the extent of gifts or gratuities that you 
received ? 

Mr. Boyrr. That is right. 

Senator Munpr. Did you get any other gifts or gratuities from any 
of your clients doing business with the Government ? 

(T Witness is conferring with counsel.) 

Mr. Cuase. Is that question, if the Senator please, directed to his 
total be uctice as a practitioner here in Washington since 1945 ¢ 

Senator Munpr. In connection with accounts that were doing busi- 
ness with the Government. 

Mr. Borie. I would say boxes of oranges, peaches; general gifts that 
any other person would receive. No: the answer would be “No.” 

Senator Munpr. Let me put it this way: Have you received any gifts 
or gratuities other than those mentioned from accounts that you had, 
accounts connected with the Government, and where the value re- 
ceived would be, say, over $25? 

Mr. Boyne. I don’t believe so. No, I would say the answer gen- 
erally would be “no.” I have not any great memory on gifts at 
Christmastime. In the position as national chairman, you get gifts 
of great sentimental value, but small monetary value, from all over 
the country. 

Senator Munpr. I am not concerned about those, but from com- 
panies doing business with the Government. 

Mr. Boyz. But from companies I represented, doing business with 
the Government, I don’t believe that I ever received any gratuity or 
gift over $25 or $30. 

Senator Munpr. The answer is “no”? 

Mr. Boyte. Yes. 

Senator Munpr. Last night Mr. Siskind stated that he had dis- 
cussed the pending matter, the testimony which we are now discussing, 
this Lithofold-Boyle- Siskind transaction, at a meeting which was 
attended by Mr. David Wahl. Do you know David Wahl? 

Mr. Borie. 1 don’t believe I ever heard of him, Senator; no, I 
don’t know him. 

Senator Munpr. You do not know him? 

Mr. Bore. Yes, I don’t know him. 

Senator Munpr. Would you be able to answer in the negative that 
you had not discussed any of the pending matters at a meeting at 
which he was present ? 

Mr. Borin. Oh, yes. I don’t know that I ever met him. 

Senator Munpr. Your answer is “Yes” or “No”? 

Mr. Boyir. My answer is “No.” 

Senator Munpr. That you had not? 

Mr. Borie. No; that is right. 

Senator Munpr. Did you know that Mr. Sam Brightman helped Mr. 
Siskind prepare the statement that he read to this committee? 

Mr. Bort. I did not. 

Senator Munpr. He so testified ; Mr. Siskind so testified. 

Mr. Boye. Yes. 

Senator Munpr. You, of course, know Mr. Sam Brightman ? 

Mr. Borie. Oh, yes; very well. 

Senator Munpr. He is on your staff as public relations director. I 
believe, of the Democratic National Committee ? 
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Mr. Boyre. Assistant to the publicity director. 

Senator Munpr. Correct. 

Mr. Boye. That is right. 

Senator Munpr. And since Mr. Siskind testified that he did help 
him prepare the statement, | was wondering whether he had done it 
at your behest or with your knowledge, or perhaps had done it be- 
cause of some arrangement of which you knew nothing. 

Mr. Boye. I knew nothing of it. 

Senator Munpr. When did you first find it out to be a fact ? 

(Witness conferring with os 

Mr. Borie. Mr. Chase told me last night. 

Senator Munpr. You read the testimony last night ? 

Mr. Cuase. I saw a transcript coming over the ticker tape, and 
when I saw Mr. Boyle before he retired last night, I told him of the 
fact. 

Senator Munpr. That was your first knowledge ? 

Mr. Cuase. That is correct, sir. 

Mr. Borie. That is my first knowledge; yes. 

( Discussion off the record. ) 

Senator Munpr. The members of this committee, Mr. Boyle, have 
been struggling along with this evidence on these charges and counter- 
charges for what seems like a month, although we have only spent 
2 or 3 weeks, and certainly I think I can speak for all of them in 
saying that they have no desire to persecute, no desire to whitewash 
anybody involved. 

Mr. Boyze. Yes. 

Senator Munpr. Certainly speaking for myself, I came into this 
hearing with an open mind. I do not dislike Democratic chairmen 
just because they have the job. They do not do us much harm in 
South Dakota anyhow. 

(Laughter. ) 

Mr. Boye. That s right. 

Senator Munpr. I do not want you to think that any questions I 
asked are directed to you because you hold that partic ee ar job in 
vour present function as Democratic national chairman with Mr. 
Harry Truman. 

Senator Nrxon. Let the record show that the Senator from South 
Dakota speaks only for himself. 

(Laughter. ) 

Mr. Bortz. Thank you, Senator Mundt. 

(Discussion off the record.) 

Senator Munpr. I want to review, therefore, what, in my opinion, 
are the important issues around which this whole situation hinges 
when it comes to getting the facts. That is all I am interested in. 

It seems to me that there are three definite ways in which the testi- 
mony that you have given or the charges of the St. Louis Post-Dis- 
patch, whichever are correct, could be substantiated, and I want to 
mention each one of them, and not interrogate you at any great length 
about any of them; because you have testified about them; but after 
relating them, they suggest a fourth, because I think the public is 
entitled to a settlement of in. situation which will be gener: ally satis- 
factory, and not simply be accepted by Democrats. 

There is no reason to think that because you are a Republican, Re- 
publicans are no good because you happen to have your present job. 
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Mr. Borie. Yes, sir. 

Senator Munpr. The first great opportunity that we had, as I see 
it, to resolve the facts in this case turns on the matter of the transfer 
of the check. Had that been done by mail or had you a clear re- 
collection or if you now develop a clear recollection of the movement 
that that check took from your office to Siskind’s bank account, and 
why, that would help resolve with tangible evidence the point at 
issue. 

The thing that disturbs me primarily is why you endorsed the check 
if you didn’t want to accept it instead of sending it back or instead 
of turning it back in writing. 

Now, you cannot quite remember how you did it. I do not want to 
impute beyond the fact that there is left a center of doubt there, but 
you do realize if that had been sent back unsigned, or if you had a 
letter to show you rejected it, it would make it much easier for the 
country and this committee; would it not ? 

Mr. Borie. Well, I would say on that, of course, as I have said, 
that unquestionably I was instructed by the company to turn it over 
to Mr. Siskind, or it was forwarded to Mr. Siskind at the direction 
of Mr. Blauner, who was the only man that had authority to hire legal 
counsel or any thing else, so faras I know. 

Senator Munpr. I do not think that we have any testimony from 
Mr. Blauner which would help fortify that. It would be helpful if 
we had, but I think that is a recollection which you have which appar- 
ently he does not have. 

Mr. Boyxe. I don’t know Mr. Blauner’s testimony. I have not 
read it. 

Senator Munpr. Well, in all events, that is all the further light you 
can now throw on that one point which might have cleared up the 
situation ? 


Mr. Borie. Yes. 

Senator Munpr. There is still a second point to be cleared up, and 
to me it is one that disturbs me a great deal, and much more than 
the check. 

That is that you insist, and Mr. Siskind insists—I will take that 
back; not Mr. Siskind, you insist, that when you severed your rela- 
tionship with your clients, and with 22 lush—not lush, good—ac- 
counts that you did it by putting a notice in the newspapers that you 
were severing your connection with the accounts. You did it by a 
verbal transaction with Mr. Siskind, that the accounts were his for 
$150,000, but that you did it without writing to any one of those fine 
accounts of yours, telling er because it seems to me that would be so 
normal and so logical to do, “I am taking a new position. I am retir- 
ing from the active practice a law temporarily. I appreciate the 
confidence you have placed in me, but I want it understood that from 
now on I cannot handle your business.” 

I just cannot understand why you cannot find in your files letters of 
that kind. 

Mr. Borie. Senator, let me 

Senator Munpr. That would help, you see. 

Mr. Boye. Let me tell you this, if I may. 

Senator Munpr. Go ahead. 

Mr. Boyte. In the practice of law, the relationship between the 
lawyer and the client usually remains very close. If a matter is of 
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great importance to a client that a lawyer or lawyers are handling, 
they certainly are informed and know that. In this instance, a change 
had taken place, because Mr. Siskind continued to handle those ac- 
counts, and was in contact with the clients, and if the clients did not 
desire Mr. Siskind, he could certainly not have been retained to handle 
the accounts. 

So, in my words, the clients were notified and must have been noti- 
fied, either by myself or Mr. Siskind; but there was, as you say, no 
letter written. 

Senator Munpr. Had there been-letters written which, in the busi- 
ness in which I am in—I am not a lawyer, the business connections 
and experiences | have had are that when you have a good account— 
I would assume a $50,000, an $80,000 account of the St. Joe Paper Co. 
and another account for $50,000, for any young lawyer or any old 
lawyer is a pretty good account— 

Mr. Boyxe. That is right. 

Senator Munpr (continuing). Which you would be glad to have. 
You are glad to have their confidence. It seems so logical to me 
that when you step out of the picture, quite apart from saying any- 
thing, because you have no authority to tell them, “Go hire Siskind,” 
you would at least write them a nice letter saying that you had appre- . 
ciated it, and you were divorcing yourself from ‘them. I would think 
you would need that to protect yourself. What protection did you 
have for contingent liabilities j in the future if they did not know, as 
a matter of record, that you had pulled out ? Suppose Mr. Siskind 
had turned out, as our friends sometimes do, as a disap ypointment 4 
Suppose he had done something that would involve that account in 
a great suit? You could still have been held liable for that because 
you had never divorced yourself from it as a matter of record. 

Mr. Boyrte. I had—now, you mention the St. Jo Paper Co., I did 
notify them by phone that I was doing what the newspaper announce- 
ment had said: That I was retiring from the active practice of law. 
That I remember on that particular one that you brought up. 

Senator Munpr. There are ones that you did not do it; but in the 
St. Jo one you did it. That is the only one that you recall 

Mr. Boyte. I beg pardon? 

Senator Munpr. That is the only one that you recall? 

Mr. Boye. I know that I told them. 

Senator Munpr. You did not do it to them in writing? 

Mr. Boyue. I know that American Lithofold were told; I have tes- 
tified to that. 

Senator Munpr. That is two. However, you did not sell that one, 
did you? You just told them what? 

Mr. Borie. I just told them I was through. 

Senator Munpr. You did not write anybody at all / 

Mr. Boye. No. 

Senator Munpr. I do not want to press that point unduly, but I 
want to say, as one member of this committee, had you written those 
letters, which to me still seems to be the logical and normal, — 
sional thing to do when you are turning over a good law account, 
series of clients, when you are trying to protect yourself and you 
estate against possible contingent ‘liability, that is so plausible that 
it is strange to me that you cannot find letters in your files, letters of 
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divorcement, taking you out. But you tell me they are not there. 
I do not want to go looking for them. 

I say it would ‘have been simple and easy for me if you had those 
letters. That would have been it. 

Mr. Boyie. Of course, there was the public notification, Senator, 
and the private notification. 

Senator Munpr. That is a pretty brusque way to kiss off $400,000 
of law business, to simply put a notice in the paper that “I am quit- 
ting.” [Laughter.] Because you say you just were resigning tem- 
porarily ; you do not expect to be Democratic national chairman for 
life—probably not after 1952. You could be the minority chairman. 
| Laughter. | 

(The witness is consulting with his counsel.) 

Mr. Borie. Now, Senator, you are getting too speculative. 

Senator Munpvr. O. K. We will not speculate. The point is this 
seems to me to be so logical, being temporarily out of the law business, 
and taking a commendable step, that you would have written them a 
letter, because you would weleome those accounts back if you were out 
of politics and have yourself available again. They were all good 
accounts, were they not, and the kind you would like to get again? 
And when you got rid of them, you would not shunt them to the side 
for that reason. But you do not have it, and I am not going to press 
it. But my feeling is that would have been an easy thing. 

Now, the third great opportunity, it seems to me, for this committee 
to get down to tangible facts, because you cannot look at a man and 

call him a liar—I do not like to do that, and I am not doing that in 
your case—— 

Mr. Boye. Thank you. 

Senator Munpr. When you get all kinds of evidence from all kinds 
of good-looking people, and it does not jibe, it is kind of bewildering 
from the standpoint of a member of the committee, and so we look for 
documentary evidence. 

It seems to me that you have said it is very unusual to transfer 
$150,000 worth of accounts from one—I call him a partner, you call 
him a cocounsel or an associate—in my business, when you work to- 
gether and plan together and share the dividends, you are partners, 
so we will call him partner. 

It is so unusual to turn over to a partner $150,000 worth of trans- 
actions with no scrap of writing of any kind. Now, you agreed to 
that ? 

Mr. Borie. No; I don’t say that it is unusual. I wouldn't ques- 
tion that other lawyers do the same thing. Now, I don’t know, but 
when an association has been through a period of years, and the 
honesty established of the individuals, I don’t know that it is all on 
the strict written contractual basis at all. 

Senator Munpr. Do you know of your own personal experience 
I am not going to ask you to name them, but do you know of your 
own personal experience—of any other $150,000 transaction handled 
on that kind of a casual verbal basis / 

Mr. Borie. Well, no; I don’t, Senator. 

Senator Munpr. I donot know ofany. It looks unusual to me. 

Mr. Boyie. I would not have occasion to. 

Senator Munpr. No. You said you thought maybe they did, and 
I wondered if you knew about it. 





Mr. 
Sen 
or Se 
$150.0 
that n 
had bi 
Mr. 
believ 
a com 
Sen 
asa g 
your 
Mr. 
not se 
ular f 
canne 
On 
it see 
woul 
ands 
Sel 
letter 
You ; 
Mr 
knew 
Sel 
prote 
that 
Or 
with: 
start 
did 1 
ing | 
sack: 
telt 
price 
agre 
M 


fron 


nor 
ally 
adv 
tod 
eit] 


INFLUENCE IN GOVERNMENT PROCUREMENT 955 


Mr. Borie. Yes. 

Senator Munpr. I think you have answered Senator McClellan 
or Senator Nixon that you had never advised a client to engage in 
$150,000 transactions without some kind of written record of it, is 
that not correct? If not, I will ask you the question. I thought it 
had been asked. 

Mr. Boye. I answered that question, I believe, by saying that I 
believe I would advise a client to have a contract signed if it was 
a commodity or some particular—— 

Senator Munpr. If it involved $150,000, it is large enough, and 
as a good lawyer, I am sure you would say, “Well, in the interest of 
your estate and everything else you had better put it in writing.’ 

Mr. Boyze. You see, Senator Mundt, in a law firm that really is 
not selling; it is computing the interest that a lawyer has in the partic- 
ular files of the clients. Clients are different than if you were selling 
canned goods or commodities. 

One of the great problems, and one of the things that a lawyer, 
it seems to me, should be concerned about is that the clients’ business 
would be handled properly and to the best of someone’s ability, 
and so 

Senator Munpr. That is why I suggested that you should write a 
letter divorcing yourself from your account when it was turned over. 
You should concern yourself with it. but we will pass over ey at 

Mr. Borie. Senator Mundt, on that I am sure all of the clients 
knew of the transfer of interest ; I am sure of that. 

Senator Munpr. I would not doubt that. I am talking about your 
protection. You have no protection unless you have a written record 
that you are out of the case, out of the account, out of the transaction. 

On that point, I am sure they must have known about it because 
without any interruption in date, the retainers that used to go to you 
started to go to Mr. Siskind at the same rate, the monthly rate. If you 
did not do that, I am sure Mr. Siskind did. But the point I am try- 
ing to get to is not that you sold an account in terms of bottles or 
sacks of potatoes, but that you sold what you felt and Mr. Siskind 
felt was a vested interest. worth $150,000 at what was a satisfactory 
price to you and to him, and it was an economic entity which you both 
agreed was worth $150,000, was it not ? 

Mr. Boyie. Senator, in those cases involved, I withdrew entirely 
from those cases, and the responsibility was taken by Mr. Siskind. 

Senator Munpr. You transferred this $150,000 economic interest 
to Mr. Siskind ? 

Mr. Borie. That is right. 

Senator Munpr. Verbally; no written record, no agreement as to 
whether you were going to pay him off in 1 year or in a hundred years; 
to pay you as he collected fees, and as he was able to do so? 

Mr. Boytr. As he was able ta do it; yes, sir. 

Senator Munpr. You see from our standpoint—I speak for myself 
only, from my standpoint—had you done it in what 1 considered the 
normal way to do it, had you done it in the way I have done business 
all my life, you had done it in the way in which you have told me you 
advise your clients to do business, it would be so much easier for us 
to dig down and say, “Here is the fact,” because that would have showh 
either the American Lithofold case had been transferred, or the Ameri- 
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can Lithofold case had not been transferred, and we would not have 
to go around asking people to give us their verbal report on how it 
was handled. 

So I just raise the question, and I think you will agree with me, that 
had either of these three cases, something happened which had not 
been unusual, none of us would be spending our time here in this way 
this afternoon, is that right ? 

(The witness is conferring with counsel.) 

Mr. Boyue. Well, that is what you say, Senator, and, of course, 
different people 

Senator Munpt. I do not want you to agree with me if you think 
I am wrong. 

Mr. Borie (continuing). Do business in different ways, and Mr. 
Siskind and my business had all been on a verbal basis on any matters 
that he had ever handled, and we had never had any—I had nothing 
but high esteem for his honesty, and we handled it—he and I decided 
ourselves on this business proposition that affected Mr. Siskind and 
Mr. Boyle, that this was the way that we would handle it. If it doesn’t 
meet with your approval, I, of course 

Senator Munpr. I have no reason to approve it or disapprove it. I 
am simply propounding to you statements in an effort to arrive at a 
fair conclusion. 

Mr. Boye. If there is a better way to do it—— 

Senator Munpr. The things that concern me—and had it not been 
for the fact of three very unusual transactions, in quick succession, 
the check, the severance of your connections with the company, the 
transfer of the account, if there had been any one of those cases, if the 
normal thing had been done in writing, we would all be satisfied, 
and everybody would know where we stand. 

I now come to the fourth. I think, as Senator McClellan has said, 
and I want to associate myself with what he said, and then I am 
through, that either you have been very seriously libeled with a very 
justifiable claim against the St. Louis Post-Dispatch, or else you have 
perjured yourself here today, because there certainly is a conflict in 
what we get from those two things. 

There are minor conflicts from other sources, but some of those can 
be attributed to faulty recollection of things that happened months 
ago, 

But I want to say that 1 feel, in the interest of-—— 

(The witness is conferring with counsel.) 

Mr. Boye. Senator Mundt, may I say that as far as I know of the 
record, there is no evidence in the record that supports the St. Louis 
Post-Dispach statement. 

Senator Munpt. They have not appeared before us yet. 

Mr. Boyi£. I don’t mean that. I mean the testimony that I know 
of to date. 

Senator Nrxon. That is your comment on that ? 

Mr. Boytr. That is only—yes, Senator. 

Senator Nixon. Have you read the whole record ? 

Mr. Boyer. No. 

Mr. Cuasr. I have, and I will make the statement as counsel. 

Senator Nixon. Just a second; let me question Mr. Boyle. You 
made the comment, Mr. Boyle, that there is no evidence in the record 
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that would support the St. Louis Post-Dispatch. Is that your testi- 
mony or your counsel’s testimony ¢ 

Mr. Borie. Well, it was analyzed, the testimony, by my counsel. 

Senator Nixon. In other words, you are speaking through your 
counsel? Mr. Chairman, when counsel testifies, let him testify. 

Senator McC.etian. I think he has a right to state his conclusions. 

Senator Nixon. Just a minute. Mr. Boyle was giving his conclu- 
sions as to the record. 

Senator McCLetnan. Certainly he has the right to advice of counsel. 

Senator Nixon. Well, he has, provided he states that. 

Mr. Cuaszt. May I suggest, Mr. Chairman, that perhaps Senator 
Nixon would want to point to one place in the record that indicates 
that Mr. Boyle received $8,000, as alleged in the St. Louis Post- 
Dispatch. I think he owes it to the committee and to us to point it out. 

Senator Nixon. I am just commenting on Mr. Boyle's statement 
that he had read the record, apparently, and was issuing a comment 
on it. He has a right to have his opinion of the record; you have a 
right to have yours, but I think the committee has the right to know 
whose opinion it is, whether it is yours or his, and it is perfectly all 
right for you 

Mr. Cuasr. I am willing to believe that Mr. Boyle will accept my 
view on that score. 

Senator Hory. Let us pass on to something else. 

Mr. Cuase. Yes, sir. Thank you. 

Senator Munpr. Mr. Chairman, at the time this little colloquy 
developed, which seems to be habitual, I was saying that I wanted to 
associate myself with something Senator McClellan said today. | 
think that in the interest of good government in this country, and in 
the interest of reestablishing public confidence in public officials and 
quasi public officials, that you should proceed with a suit against the 
St. Louis Post-Dispatch, a libel suit. 

You tell us, and I was shocked when you told us, that you had not 
written and asked them to make a public retraction. I think cer- 
tainly you should do that, and if they refused to do that—and which 
I assumed you would have done that a long time ago—that you should 
do that, and if they refused to do that, instigate suit and then let the 
courts decide this thing so that Naot will be no question of a doubt. 

I say that for this reason: I do not see what kind of report this 
committee can make on the evidence that we have that is going to 
satisfy people, on factual information, because we have these incidents 
where there is no documentary testimony to support the statement of 
either advocate in this matter. 

If, consequently, you go forward in that manner, this committee will 
be able to issue a report in generalities, without trying to make a sum- 
mation about you, the guilt or the innocence of anyone. 

Mr. Borie. Thank you, Senator. 

Senator Munpr. If you are content to let it go where it is, without 
asking for a public retraction, without getting one, without suing, 
it makes a difficult job of it, but we will do the best we can. But I do 
not see on the basis of what we have that we have a predominance of 
testimony in any direction, to clear up the confusion now existing, and 
you can help out by taking a just stand, and insisting that this thing 
be settled in court, because > surely the St. Louis Post-Dispatch is liable 
if they are attacking you falsely. 





INFLTITENCE IN GOVERNMENT PROCUREMENT 959 


958 INFLUENCE IN GOVERNMENT PROCUREMENT 


Mr. Boyt. Thank you. 

Senator UNperwoop. Mr. Chairman, might I ask a question ¢ 

Mr. Borie. Yes, Senator Underwood. 

Senator Hory. Senator Underwood. 

Senator UnpEerwoop. Is it not true that a retraction, if requested and 
made, mitigates the liability in a libel suit, and usually when a libel 
suit is going to be filed, the person offended does not ask for a retraction 
and that a retraction is usually only asked when you want to just close 
the matter up? 

Mr. Boyte. I believe that is right, Senator. 

Senator Munpr. That is why I suggested either alternative, one or 
the other. 

Mr. Borie. I might say, Senator Mundt, that I notified this reporter 
for the St. Louis Post-Dispatch when he called at my office before they 
started this attack on me, that I had not received $8,000, so I didn’t 
see where, as Senator Underwood says, there was anything about a 
retraction now. ‘The matter now is in the hands of my counsel, and 
we are proceeding to determine what is, well, my best interest in the 
matter. 

Senator UNperRwoop. I would like to ask one more question there, if 
I may now. In regard to your clients and how you notified them, have 
you received any complaint from any client as to your failure to notify 
them / 

Mr. Boye. Not a one, Senator. 

Senator Unperwoop. When you received this check and endorsed it 
over, did you attach any particular importance to that incident at the 
time / 

Mr. Boye. Not a bit. 

Senator UnpEerwoop. Well, there was a memorandum at the time 
of this transfer—there was a memorandum, was there not ? 

Mr. Borie. We went over the cases, Senator, and made notations on 
the different cases not once but several times on the interest that I had 
in the computation of the work done and the value of. the case. 

Senator Unperwoop. That is all. 

Senator McCietian. Mr. Chairman 

Senator Hory. Senator McClellan. 

Senator McCietnan (continuing). I raised this question this 
morning about the conflict that I think the committee is unable to 
resolve, the conflict not of evidence here in the case, I mean in the 
hearing, I mean concrete evidence, but as to the charge made against 
you by the St. Louis Post-Dispatch, that you had received $8,000 
from this company subsequent to its obtaining the loan. As I recall, 
that is what the newspaper article said. 

Mr. Boye. Improper influence in obtaining the loan. 

Senator MeCietian. And in using improper influence in obtain- 
ing the loan. 

Well, that you had received $8,000 for the improper influence you 
are supposed to have used or alleged to have used in obtaining the 
loan, 

Now, we have not had before us any witness associated with or 
in the employ of the St. Louis Post-Dispatch. 

Just as Senator Mundt has expressed here that was my feeling 
this morning, that we would resolve this into conclusions and opin- 
ions and not facts until we explored completely that source: what 
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was back of the charges upon which they were based, the charge that 
you had used this improper influence for a consideration and accepted 
a consideration of $8,000 for it. 

Mr. Borie. Yes, sir. 

Senator McCieiian. For that reason I shall—I do not mean to 
imply that [ will insist, but I feel that the committee should exhaust 
every means and power at its command to bring in that newspaper 
or its representatives, and, particularly the preter to whom you 
talked, and find out from him upon what basis he wrote the 
story—he made the charge. 

I do agree, I think I said so this morning, if that charge is false, 
it is libel, it is very defamatory, and you have your remedy. As to 
whether you pursue it or not is a matter that addresses itself to 
you. But from my standpoint and from the standpoint of the com- 
mittee, the public is entitled to know that a ne meeep er has deliber- 
ately slandered a man in high position in this Nation and has not 
only done that, but has precipitated these proceedings that are now 
consuming our time, at taxpayers’ expense, when we really ought to 
be on the floor of the Senate Chamber at this hour listening to issues 
that are being debated there that are important. 

Now, I am not passing judgment as to where the right or wrong 
lies at this time, but as we proceed with this investigation, this angle 
of it, I hope testimony will be developed where we can have or reach 
a rational conclusion and find out what the truth is, and report it. 

I would like tg ask you now just two or three more questions. First, 
with reference to your severance of your relations with vour clients, 
you said it was published in the newspapers. Do you have any clip- 
pings of that publication / 

(Mr. Boyle conferred with counsel.) 

Senator McCie nan. I should think there should be one or two 
of them from leading papers that should be placed in the record. 

Mr. Boye. I will supply that for the record. 

Senator McCietian. Mr. Chairman, I ask that he be permitted to 
place them in the record. I do not recall reading them. I do not know 
what the import of those was to the general public. 

Senator Hory. You may supply. 

Mr. Boye, Thank you, Mr. Chairman. 

Senator McCLetian. One other thing in connection with the $8,000. 
I am trying to find out where this information came from, if it reached 
the St. Louis Globe Democrat— 

Mr. Boye. Post-Dispatch. 

Senator McC.etuan. I apologize. I do not want to get the Demo- 
crats into anything worse. [ Laughter. | 

Senator Munpr. Democrat or Republican; anyway it is the Post- 
Dispatch. 

Senator McCLet,an. I wanted to ask you how you kept your ac- 
counts in your law practice with reference to your clients and fees they 
paid, and so forth. What kind of a ledger record did you have with 
respect to the Lithofold account prior to the time that you sold it? 

Mr. Borie. Up until the time that I severed my connection with 
the active practice of law, 1 kept my ledgers—yes, ledgers—with the 
names of the clients listed, naturally, and the entries thereof of pay- 
ments. 
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After that, why, it was April 20, naturally those clients—I had no 
more clients, and I kept them from that date on, of course, with my 
income from the national committee, from the payments Mr. Siskind 
makes. 

Senator McCietian. Mr. Boyle, do you have the ledger sheet of that 
account with the Lithofold that you kept prior to the time that you 
became national chairman ? 

Mr. Borie. Yes; and I have already showed it to your general coun- 
sel, Senator. 

Senator McCLe.uan. It has been exhibited, has it? 

Mr. FLaAnaGan. Yes, sir. 

Senator McCLetian, It isin our files or just—— 

Mr. FuanaGan. We examined it, Senator. 

Senator McCLeLttan. We have examined it. I do not know; I am 
just wondering if Mr. Siskind ’s name was in any way on that record. 

(Mr. Boyle conferred with counsel. ) 

Senator McC.etian. In other words, assuming—just assume that 
some clerk in your office may have divulged that information—I do not 
know that anything happened—divulged that information to the re- 
porter, “Here is the account of the Lithofold Co. So far they have 
paid out $8,000 here since that loan was granted,” and that if your 
name appears on that ledger sheet then they might have innocently 
reported that you had ree eived $8,000 since. 

Mr. Borie. My books were not kept in the manner that would 
lead—— ° 

Senator McCretuan. In other words, if you turned over your 

and you say you turned over every case—if you turned over 
your ledgers to Mr. Siskind—you did that, did you ? 

Mr. Borie. Oh, no; not my ledgers. 

Senator McCie.xan. I see. I was trying to determine if you turned 
over your books there. 

Mr. Boye. It has been a problem to find where they got the $8,000, 
Senator. 

Senator McCietian. To get that clear, whether you had just trans- 
ferred your ledger or Mr. Siskind continued to use it, and any con- 
fusion could have arisen that way. 

Mr. Borie. No, I kept my personal books, and have been —— 

Senator McCietian. You kept them personal. 

Let me ask you one or two other questions. I do not. want to pro- 
long it, Mr. Chairman. This discussion about your calling up to get 
people jobs, is that a common practice, and the practice that has pre- 
vailed, may I say, from the beginning of politics for national chair- 
men and Senators and Congressmen to call up agencies and try to 
secure jobs for people seeking employment ? 

Mr. Borue. It has been as long as I can remember, and I think long 
before that, Senator. 

Senator McCrietxan. If there is anything wrong, I would be guilty 
myself. 

It appears here—I am not saying it is wrong or right, but it appears 
here—as I understand it, that at that period “of time when you were 
vice chairman, executive chairman, a month and half or such a matter, 
maybe two and a half months 

Mr. Boyte. Two and a half months. 
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Senator McCietnan. When you were serving without pay, and be- 
fore you became chairman upon a salaried basis, that that is the period 
of time in which Mr. Blauner came to your office and asked for this 
appointment. 

Mr. Borie (confefring with counsel). It was a little prior to that. 

Senator McCuetxan. A little prior to which ? 

Mr. Boye. It was about that time; it is about the Ist of February. 

Senator McCietnan. It was about the 1st of February ¢ 

Mr. Bore. Yes. 

Senator McCLeLian. Well, on that date, as I understand it, you were 
acting as executive—— 

Mr. Boyte. No, I had not been appointed yet, Senator. 

Senator Hory. On the 8th of-—— 

Mr. Fuanacan. I think Mr. Boyle is confusing the question. You 
are talking about the appointment with Hise, are you not / 

Senator McCietian. At the time Mr. Blauner came to you in the 
national committee and asked you to call Hise and make an appoint- 
ment for him, what was your position then? Were you permanent 
chairman ¢ 

Mr. Bortz. No; I was—— 

Senator McCLetian. Acting chairman. 

Mr. Boye. I was there without compensation. 

Senator McCietxan. But in the position of vice chairman ? 

Mr. Boye. That is right. 

Senator McCuietian. Executive chairman. 

Now, at that time were you making other calls for people who came 
in there that might want an appointment with a Government agency ¢ 

Mr. Boye. Yes, I was, Senator. 

Senator McCiet.an. What I am trying to get at is simply this: 
The fact that you were at that time receiving pay as an attorney and 
accepting fees, the question is, if it was improper—the point Tam mak- 
ing now is if it was improper for you in that capacity. So far as I 
know there is no law against it, so let us assume for the moment the 
impropriety of it, if it exists, for you to call for a client who was 
paying and undertake to assist him with his Government business. If 
that were improper and, as you say in this instance you did not assist 
him, assuming your testimony is true now, would -you say that your 
employment or any fee that he had paid you influenced you in calling 
to make an appointment or was that a part of your duties or was that 
a service you would have performed for any other citizen who might 
come in there, and many did,and request you to call and make an 
appointment ? 

Mr. Boye. I would have made an appointment for anyone that 
came into my office, whether it was Mr. Blauner or Mr. Jones; yes. 

Senator McCLettan. What I am trying to get at is whether at the 
time that was done—you say it is not, assuming that you did not go 
beyond that other than to make an appointment to give him an op- 
portunity to go there and present his case—would you consider that 
the retainer fee that he had paid you was a compensation for that 
service ¢ 

Mr. Bort. No. 

Senator McCietian. Was that in contemplation of your employ- 
ment ? 
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Mr. Boyte. No. 

Senator McCievian. One other thing: Would you today—I am 
thinking of myself and other Senators—would you today hesitate if 
a former client came in to see you and asked you to make an appoint- 
ment for him with any Government agency where he had business? 

Mr. Bortz. No. 

Senator McCiecitan. Would you now hesitate in view of all this 
development to call and make an appointment for him? 

Mr. Boyrte. No, sir. 

Senator McCie.ian. I am thinking of myself. I was associated in 
a law firm before I came to the Senate, at the time I came—in fact, 
immediately severed my connections, as you did—my former asso- 
ciates, some of them, have been up here to ask me to make an appoint- 
ment for them with some Government agencies; I did that and would 
do that tomorrow, and I make no apology for it; and I will do it 
again tomorrow; but if I used my influence, used it as a political 
influence, to help them, and whether I accept a fee or not, then that 
might be questionable unless the help I was giving was in the interest 
of the community; I mean, where it was just private business of this 
kind or if it was something of public interest to the community, my 
constituents, I would be perfectly free to do it. 

Mr. Boye. I would say you are right. 

Senator McCie.xian. So you have got to draw a distinction. ‘The 
fact that you call and make an appointment, if that is as far as you 
go, as you have testified, I want to say for myself I see nothing wrong 
in it, and I do know that we as Senators and Congressmen are called 
upon to do it almost daily. 

Mr. Boyre. Of course. 

Senator McCretian. And I do it gladly. Today most everybody 
has business with the Government of some kind, and they are entitled 
to see—the citizen is entitled to see—the officer in Government who 
has the authority and responsibility to deal with the citizens about 
that particular business; and I feel it is my duty to put my constitu- 
ents in contact with that authority. 

If I take the position that I use my influence, my position, to induce 
or persuade a Government agency to grant him a favor or to grant 
him something that he is not entitled to, whether I accept a fee for it 
or not, then that, in my judgment, would be an impropriety. 

Mr. Boyte. That is right; I agree. 

Senator McCie.tian. I want to make this further observation, if 
| have not covered it. I would like to know from the attorney just 
what action—from our counsel here, just what action has been taken 
up to now; I would like for him to make a statement for the record 
at this point as to what action has been taken up to now by the com- 
mittee, what effort he has made to invite or persuade the St. Louis 
Post-Dispatch or its representative to appear here at this hearing and 
cooperate with us in developing what the facts are or to testify, if 
necessary. I would like for counsel to make a statement in the record 
at this point. 

Mr. Franacan. The members of our staff, Senator, have contacted 
Mr. Theodore Link of the St. Louis Post-Dispatch, who is the man 
who has written these stories. We contacted him on two occasions 
today, and it is my understanding that he will get the first available 
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transportation from St. Louis and try to be here at 10 o'clock to- 
morrow morning or at the latest at 3 o’clock tomorrow afternoon. 

Senator McCiettan. Then he is responding to the committee’s 
invitation or request to appear ? 

Mr. FuanaGan. Yes, sir. 

Senator McCietian. I did not know that, and I am very glad to 
have it. I do not want to do him any injustice, but I do think he 
is an important witness in this hearing. 

Senator Hory. I think it ought to be said also that the committee 
staff has visited St. Louis and elsewhere to contact these people and 
get any evidence they have to support the charge which they made, 
that Mr. Boyle had received $8,000. So far they have furnished 
absolutely no evidence to support that statement. 

The staff, when it was in St. Louis, conferred with different parties 
in an effort to see if they had any evidence to furnish to the com- 
mittee, and they have furnished none so far. Of course, when Mr. 
Link arrives we can examine him, 

I think Mr. Flanagan wanted to ask Mr. Boyle a few questions. 

Mr. Fianacan. Just a few questions here, Mr. Boyle, to expand 
on What Senator McClellan is asking and to clarify the views that 
you have given in answer to the questions to the various Senators 
here. 

Mr. Borie. Yes, Mr. Flanagan. 

Mr. Fuanacan. It is very clear from your statement and from the 
testimony today that you feel it is perfectly proper for a representa- 
tive of the Democratic National Committee or any other national 
committee to make appointments for persons seeking to present cases 
or facts to a Government agency. 

Mr. Boyie. That is right, Mr. Flanagan. 

Mr. Fuanacan. Do you also feel that it is perfectly proper for a 
representative of any national political committee to inquire concern- 
ing the status of the case or the status of a loan ¢ 

Mr. Borie. I would see nothing improper in that. 

Mr. Firanacan. Do you believe or do you feel that it is proper for a 
representative of any national political committee to discuss the mer- 
its of a case in a Federal agency with a Federal official ? 

(Mr. Boyle confers with counsel.) 

Mr. Borie. Mr. Flanagan, I wouldn't be able to answer that with- 
out other facts, because it is a general question and I can—— 

Mr. Firanacan. All right, we will try to take a simple hypothetical 
ease. 

Mr. Borie. Yes, Mr. Flanagan. 

Mr. FianaGan. Do you feel it would be proper for a representative 
of, say, the Democratic National Committee to go down to the RFC 
on behalf of, or with a potential borrower, and appear in the Direc- 
tor’s office or meet at lunch with that man, with that Director, and 
act as an advocate in presenting the facts of the case that the con- 
stituent wants presented to the Federal official ? 

Mr. Boye. It comes down, in my opinion to. about what Senator 
McClellan said. It is the propriety of what you do. There is a right 
and a wrong way to proceed in any matter, and if undue pressure, 
if undue and improper influence or any such term to be described 
as that, was used, then I would say it would be highly improper. 

Mr. Franacan. I am not talking about improprieties. 
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For example, I do not mean where the representative of the national 
committee would tell the Director of the RFC, “If you don’t do this 
we will see some action is taken against you. 

What I mean is this, and I will restate my hypothetical case. 

Mr. Boyte. Yes. 

Mr. Franacan. Assuming that myself as an attorney would go 
w —_ my client to some director of the RFC and state the facts as my 

‘ase, that would be perfectly proper ? 

Mr. Boyre. I would think so. 

Mr. FianaGan. State the facts, and then say, “Here is the reason 
I think my client should get this loan.’ 

Mr. Boye. Yes. 

Mr. Fuanagan. You think it would be proper for an official, and 
[ am talking about paid or unpaid officials or volunteer officials of 
either committee, either the Democratic National Committee or Re- 
publican National Committee, to make that type of presentation to a 
Government official ? 

Mr. Boye. I would say that it would have to be determined, Mr. 
Flanagan, on the matter. I think any citizen has a right to present 
a problem to his Government if it is done in the proper manner, and 
in the regular channels for presentation. 

Mr. Fuanaean. I agree entirely with you, Mr. Boyle. 

Mr. Boyrte. Yes. 

Mr. Fuianacan. I feel that every citizen, through his lawyer or any 
agent he cares to designate, has that right. 

Mr. Bortz. That is right. 

Mr. Fianacan. But I am asking you whether you feel that a repre- 
sentative of the Democratic Committee has a right to make such a 
presentation of the facts to a Government official. 

Mr. Boyrxe. I think that it would be more proper, Mr. Flanagan, 
if I may answer the question this way, that if a person has a friend, 
as we all have, and if that friend came to Washington and didn’t 
know the way to a Government agency, and a member of the national 
committee staff went over with him to show him where to go—and 
most people are confused when they come to the city—and said, 

“This man has a problem with you,” and the facts were presented 
regarding that particular problem, and then it was left up to the 
determination of the Government agency or official to determine, 
without undue or, say, improper influence, then I would say under 
those circumstances, it could be all right. 

Mr. Fuanacan. Even if the facts were presented by the repre- 
sentative of the national committee without any impropriety, just 
the presentation of the facts by the representative of the committee! 

Mr. Bortz. I am just trying to think. 

Mr. FuanaGan. ay ahead. 

Mr. Boyte. I am trying to think of a case. There are many, many 
different people write us as they do Senators. I have worked in 
congressional offices, and I think our problems are in a way similar 
to those problems. And if a person would write in about a matter 
to inquire, I would say that would be all right if they went over as a 
lawyer would and presented their case openly and aboveboard and 
presented the facts and did not seek to influence them because of 
position with a committee, then I guess that would be all right. 

Mr. Fianaean. I think that answers that question. 
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One more question. Do you feel that it is proper for any repre- 
sentative, paid or unpaid, of the national committee to collect a fee or 
salary or any other compensation for services involving representation 
of cases before Federal agencies 

Mr. Boye (conferring with counsel). I would rather not pass 
judgment on that. It might refer to a specific case, Mr. Flanagan, 
if I may be permitted to. 

Mr. FLanagan. I will put the question this way. 

Mr. Borie. Yes. 

Mr. Fianacan. Would you, as chairman of the Democratic Na- 
tional Committee, feel that it was proper for you to go down to the 
RFC or any other : agency of Government and discuss a case or rep- 
resent a client from whom you were receiving either a salary or a fee 
or compensation of any kind—do you think that would be proper for 
you as chairman of the Democratic National Committee ? 

Mr. Borie (conferring with counsel). I have not done so, Mr. 
Flanagan. And what someone else might have done, I would not 
want to pass judgment on. 

Senator Nixon. Would you go further and say that it would not 
be proper for you to accept any portion of fees accruing from what 
some other attorney may have done? 

Mr. Boye (conferring with counsel). Right now I would say 
“Yes,” myself, personally. 

Senator Nrxon. You would? 

Mr. Boyte. I beg your pardon? 

Senator Nixon. You say that it would be improper for you to accept 
any portion of any fees or any income derived from what—— 

Mr. Borie. For what I do for someone at that moment. 

Senator Nrxon (continuing). A former associate of yours may have 
done in relation to a Government agency / 

Mr. Borie. Since my announcement of my retirement from the law ; 
yes, sir. Under those circumstances I think it would be improper for 
me to handle a case, take fees in legal matters, because I have said I 
was not going to do it. This is a matter of propriety and right 
and wrong. 

Mr. Fuanacan. That is what we are talking about. I do not know 
anything illegal 

Mr. Boyie. You are asking me as a lawyer. I would not say it 
would be illegal. 

Mr, Fianacan. I am asking you about the propriety of it. 

Mr. Boye (conferring with counsel). I will answer in my own case 
that at this time since my public announcement that I was not in the 
practice of law, that it would be improper for me to do it. 

Mr. Fianacan. Do you think it would be proper for anyone that is 
associated with your committee today to do that ? 

Mr. Boye. If there was anyone associated with my committee today 
that I knew was doing that I would terminate his employment at once. 

Mr. Fianacan. In other words, you do not think it would be proper 
for a representative of the committee to go down to.some Federal 
agency and represent a client for a fee or salary ? 

Mr. Boye. That is right. 

Mr. Fuanacan. That is right, you say? 

Mr. Boyte. Yes, that is right. 

Mr. Fianacan. I have no other questions. 
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Senator Munpr. I have a question or two. 

Mr. Boyle, I was not quite sure from your answer to the question 
from Senator Underwood as to the status of your protestations against 
the St. Louis Post-Dispatch, and since we are rapidly approaching 
the report-writing phases of this whole study that we are making, I 
would like to have you make it clear in the record, at least for my 
information, what your answer was. 

Do I understand that you have or that you have not at this time 
instigated legal steps against the St. Louis Post-Dispatch ? 

Mr. Boye “(conferring with counsel). The suit has not been filed. 

Senator Munpr. It has not been filed ? 

Mr. Boyte. It has not been filed at this time. 

Senator Munpr. Does that mean—I am not a lawyer, I do not know 
whether you prepare a suit and you have to wait a long time after 
announcing it before you file it—does that mean you have not taken 
legal action ? 

Mr. Boy.e (conferring with counsel). The answer is it has not been 
filed. Different factors of the matter have to be considered in many 
ways. 

Senator Munpr. No suit has been filed. All right. 

May I ask you this: Can a law firm, can a lawyer transfer a law 
client? I presume he can because I guess that is what you did in the 
transfer of $150,000, but when you “transfer a law client from one 
lawyer to another, is that something you have a vested interest in— 
you can sell that business like I can ‘sell a garage business ? 

Mr. Bortz. No; you have a right in the services that you performed 
on your particular case that is under discussion, Senator Mundt. 

Senator Munpr. I cannot hear you. 

Mr. Boyte. It is a service that you sell, that you evaluate and 
compute the worth of. 

Senator Munpr. How can you guarantee that—does the client have 
something to say about that—how can you guarantee that he will 
go along ‘with that kind of transaction ? 

Mr. Boyze. Well, of course, you could not do it without the 
consent 

Senator Munpr. He may have confidence in you and not in some- 
body else. 

Mr. Boyre (conferring with counsel). You could not without the 
consent of the client, of course not. 

Senator Munpr. So that without 

Mr. Boyt. Without the consent of the client. 

Senator Munpr (continuing). Without some consultation with the 
client you have nothing to sell, have you—you cannot sell the retainer, 
you cannot sell the commissions, you cannot even guarantee that a 
suit in which you and Siskind have been participating jointly is going 
to work out as a satisfactory arrangement if Siskind and Joe Bloke 
participate—-they might feel that you have a better angle on some 
phase of the law? 

Mr. Boyte. ‘That is right. 

Senator Munpr. Without consultation in advance you really have 
nothing that is negotiable; is that correct? 

Mr. Boyxe (conferring with counsel). Yes; that is right. 

Senator Munpr. Not a question but a comment. I would like to 
say that I cannot quite agree with my good friend from Arkansas 
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that these hearings are useless, even though we do not eventually 

arrive at a point where we have firm evidence either to support your 
position or that of those who are making the charges. I hope that 
that will eventuate because that will certainly enable us to write a 
report that the country will accept. That is why I was very eager 
to find out whether or not you have filed a suit against the St. Louis 
Post-Dispatch. 

Even if none of those things materialize I think that this Senate 
hearing has not been an entire waste of time. I would dislike to think 
that we have been sitting over here for 3 weeks doing nothing. 

In the first place, it has resulted in a very long-needed reform in 
the Internal Revenue Department, because they have discontinued the 
practice—I think Mr. Boyle told us today—of hiring part-time in- 
ternal revenue collectors who, while they are serving in the capacity 
of Federal revenue collector, are also on the payroll at times of the 

~ paying taxes to their offices. The fact that this thing has been 
hig lighted in the discussions taking place, I believe, has resulted 
in that very constructive reform. 

We know too that one man has been summarily removed from Gov- 
ernment service as a consequence of these hearings. We have to as- 
sume, I suppose, that Mr. Symington acted with due provocation in 
making that removal. 

It has resulted in one or two Federal employees being suspended 
until we unravel this thing and get down to the basis of that. 

It has resulted in the President of the United States even sending a 
message to Congress today setting up a suggested rule or regulation 
or suggested legislation, I believe, that all public officials, including 
Members of Congress who receive an annual salary of $10,000 or 
more, report all of their sources of income. It would 'seem to me that 
that message was rather carefully drawn to exclude any of the people 
involved in this case unless it would be Mr. Boyle himself, because he 
is the only one with a $10,000 or more salary. Most of these officials 
we have been dealing with are getting salaries less than that. But at 
least it did stimulate that message, so that I think it has focused a lot 
of attention in Government and out of Government on a problem 
which is necessary to resolve to establish public confidence in Govern- 
ment. 

Senator McCietian. Mr. Chairman, I do think the record will 
show that I did qualify my remarks when I made them. I said some 
good has come from this investigation. 

I join with Senator Mundt generally in the comments he has made. 

I think it is most reprehensible for any newspaper or commentator 
to make the statement that is slanderous or libelous against any man, 
not only one in high position. Certainly it effects him more possibly 
than it does some in a financial way, at least, than some who do not 
have official responsibilities. But Mr. Boyle is here today and we are 
here today because of a false charge, if it is false, and that is the point 
I am making exactly. 

I do not think that a newspaper that makes a false charge and causes 
an investigation of this kind should be commended. T think they 
should be condemned for the false charge that they make against a 
man who is the center of identity in the investigation. 
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Certainly, maybe some good has come. I am glad it has; but some of 
these incidents that have developed here that have resulted in good 
were not in connection, I may say, with Mr. Boyle or any activity of his. 
And I suspect if investigation was conducted continuously that you 
would find more incidents like this. That is the unhappy thing about 
it. ; 

So far as the good that comes out of it, I am very glad, but if a false 
charge has been made against a character, against any man, I person- 
ally regret it and I think those who made it and published it should 
be held accountable for it. 

Mr. Boyte. Thank you, sir. 

Senator Nrxon. There was some discussion a moment ago with 
Senator McClellan. I would like to get the record straight, too, be- 
fore we finish, in regard to the propriety of the calls from Senators 
and Congressmen, and the national committee. Senator McClellan 
— out that if a former client were to come into his office and 

ve were to call down and make an appointment for that client at the 
RFC or any other agency that would be proper. We agree. 

The American Lithofold was not a former client of yours. It was 
a client of yours at the time you made the call, was it not? 

Mr. Boyte. That is right. 

Senator Nixon. Senator McClellan also pointed out that various 
constituents come in to see Senators and Congressmen. Various visit- 
ing firemen come in and call on the national committee. 

Mr. Borie. That is right. 

Senator Nixon. And ask that appointments be made at Govern- 
ment agencies. 

Mr. Boyte. That is right. 

Senator Nixon. He said that it was perfectly proper for those 
appointments to be made. I agree with him. 

The distinction that I was attempting to draw a moment ago was 
when that constituent happened to be a client of the Senator, of the 
Congressman, or of the national committeeman, on that point you and 
I had some disagreement, as I recall—you said that it was all right, 
as I understand it, for you, as the acting chairman, then nominal 
vice chairman of the Democratic National Committee, to make the 
call down to the RFC in behalf of a client, provided you did not use 
any influence. 

Mr. Borie. That is right. 

Senator Nixon. I think that states it in a nutshell. 

Mr. Boy.r. That states it in a nutshell. 

Senator Nixon. And so the question at issue is whether or not any 
influence resulted from your call. 

Mr. Boyte. Yes, sir. 

Senator Nixon. As I pointed out, it seemed to me that the fact that 
a call comes from the acting chairman of the Democratic National 
Committee, the administration in power, that is, the committee rep- 
resenting the administration in power—the fact that the call comes 
from you that that in itself is influence. You disagree, of course, I 
mean, and that is a matter of opinion, but it seems to me that the 
fact that you at least have some power to recommend appointments 
to Federal positions, the fact that the National Democratic Commit- 
tee, through its national committeemen and all of the lower levels, 
has various other responsibilities and functions, the very fact that 
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the introduction comes from the national committee is in itself, the 
fact that the introduction is made, constitutes influence. 

As I say, that is my position. You disagree with it. I wanted to 
get that clear in the record at this point. 

There is one other thing I wanted to ask you. You recall when we 
questioned you about Mr. Hanlon you said you had received approxi- 
mately $12,000 from cases that you had with him. Is that the total 
amount of the indebtedness or is more due from him? 

(Conferring. ) 

Mr. Boyte. That is fully paid; yes, sir. 

Senator Nixon. That is fully paid? 

Mr. Boyte. Yes. 

Senator Nrxon. In other words, the contract with him is completed 
and the other contract has approximately $50,000 to go# 

(Conferring. ) 

Mr. Borie. Correct. 

Senator Nixon. Let me clear up one other point. 

As I understood when you testified you said that except for the cases 
you sold to Mr. Hanlon that you considered that you were selling your 
law practice to Mr. Siskind. Do you get the question ? 

(Conferring.) 

Mr. Borie. You do not sell them, Senator. 

Senator Nixon. Let me put it this way, execpt for the accounts that 
you turned over to Mr. Hanlon, the practice that you were selling 
included all of the other legal business that you had ? 

Mr. Boy.e. The accounts that Mr. Hanlon had were accounts and 
cases that had been completed. 

Senator Nrxon. Yes? 

Mr. Bortz. And money owed, and no more work to be performed. 

Senator Nixon. Accounts receivable ? 

Mr. Borie. That is right. 

Senator Nrxon. Leaving those out then, what Mr. Siskind purchased 
was the balance of your law practice ? 

Mr. Boyte. That is right. None other. 

Senator Nixon. The balance of your law practice? 

Mr. Boytx. That is right. 

Senator Nixon. You sold no other part of the law practice to any- 
body else? 

Mr. Boyte. No, sir; no. 

Senator Nixon. I see. Included in that law practice as you have 
indicated were the 23 cases that Mr. Siskind had on the yellow sheet 
of paper, but you did not see that sheet of paper, did you? 

Mr. Boytr. I say I could not identify any one sheet of paper, Sena- 
tor. I say that we had computed them on all kinds of paper. 

Senator Nrxon. How did you know that the American Lithofold 
case was excluded ¢ 

Mr. Boyte. Because I had no right to sell a retainer, did not intend 
to, never entered into it. 

Senator Nrxon. Did you discuss it with Mr. Siskind ? 

Mr. Borie. We checked all of the law that we could find on the 
thing and I checked all of the law on the propriety of it, sir. 

Senator Nrxon. Well, now, before you answer this question I want 
to say that my recollection is that when Mr. Siskind testified he said 
there was no discussion whatever of the American Lithofold case. 
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Mr. Boyte. That is right. 

Senator Nrxon. At the time. 

Mr. Boye. That is right. 

Senator Nixon. When did you check the law? 

Mr. Borie. Oh, as we went along, Senator. 

Senator Nrxon. The question which led up to your answer concern- 
ing checking the law was, as you recall, did you sell the American 
Lithofold case to Mr. Siskind ? 

Mr. Boye. No, sir. 

Senator Hory. I think we have gone over all of that repeatedly. 
Let us get through sometime. 

Senator Nixon. We will get through. 

Did you say that you checked the law at the time to see whether or 
not you could sell the case to Mr. Siskind ? 

(Conferring.) 

Mr. Boye. Well, Senator, it was perusal of the law. Any lawyer 
looks at the law whenever he gets a chance to. 

Senator Nixon. Well, I understood that, but did you discuss the 
selling of the American Lithofold account with him ! 

Mr. Bortz. No. 

Senator Nrxon: You did not? 

Mr. Boyz. No. 

Senator Nixon. That is your testimony ! 

Mr. Boyz. That is my testimony. 

Senator Nrxon. It was neither expressly excluded or included in the 
amount that you have received—you have testified that you have re- 
ceived $99,000. 

Mr. Borie. Approximately. 

Senator Nrxon. Your income tax returns, I understand, you will 
submit to the committee staff ? 

Mr. Boyrte. That is correct. 

Senator Nrxon. As I understand from preliminary questions you 
have returned that as income on your income-tax returns ? 

Mr. Borie. That is correct; that is right. 

Senator Nrxon. So far as Mr. Siskind was concerned, he paid that 
money out to you from the total income from his law practice, did he 
not‘ 

Mr. Bort. I do not know where Mr. Siskind paid it from. 

Senator Nrxon. His returns show that he soil it out as forwarding 
fees. 

Mr. Boyt. Yes, sir. 

Senator Nixon. As fees that had been forwarded to him by other 
attorneys in the same category as that. 

Mr. Boye. Yes. 

Senator Nrxon. In other words, what Mr. Siskind was doing, he 
did not earmark, my point is, he did not earmark the cases, the 23 
cases that he bought from you. 

Mr. Boyue. Yes. 

Senator Nrxon. He paid this money from the total amount of money 
that he received from his law practice. 

Mr. Boyze. Yes. 

Senator Nixon. And that total included the amounts he received 
from American Lithofold, did it not ? 
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(Conferring. ) 

Mr. Boyte. I haven’t any idea on this. 

Senator Nixon. That is all. s 

Senator Hory. Stand aside. We thank you very much. 

Mr. Boye. Thank you, gentlemen, for your patience and kindness 
in hearing me today. 

Senator Hory. I want to make an announcement. 

The witness, Mr. Theodore Link, has been ordered to appear before 
the committee. We will examine him when he comes. I do not know 
just what time that will be. The committee will be called to examine 
ies when he comes. 

Senator Nixon. Are you going to discuss the matter of Mr. 
Gabrielson ¢ 

Senator Hoey. I discussed the matter of hearing Chairman Gabriel- 
son, and we will not be able to take it up until next week. 

Senator Nixon. Who have you discussed it with, Mr. Gabrielson ? 

Senator Horry. With Mr. Flanagan. And Mr. Flanagan 

Senator Nrxon. What is the reason for the delay ? 

Senator Hory. We have not investigated the matter and are not 
prepared to examine him. 

Senator Nixon. When, approximately, will Mr. Flanagan be pre- 
pared to go into that matter? 

Senator Hory. By Wednesday or Thursday of next week. In each 

case, With Mr. Boy le and with all of the eeatamen who have been 
here, the staff has examined them in advance to get what information 
they could, so that they would have something to examine them about. 
Now, in Mr. Gabrielson’s case, ever since we “got the request the staff 
has been busy with this case and has been handling it, and the com- 
mittee has been busy. We have not had a chance to assemble any 
information about it. Of course, we are going to examine Mr. 
Gabrielson and we want to have the facts. 

Senator Nixon. I just wanted to get the date. 

Senator Hory. I asked Mr. Flanagan if he would be ready by to- 
morrow, and he said that he could not be. He had not had a chance 
to talk to Mr. Gabrielson. And in each instance, with every case we 
have had, not only this but with all of the others, the chief counsel 
has conferred with the party who was coming before the committee 
and has gone over the matter with him to m: ake i inquiry to see what 
basis there is and what ought to be covered before we start the 
examination. 

Senator Nixon. The reason I asked the question is that we were 
discussing it before the hearing. It was suggested that possibly we 
could do it tomorrow. 

Senator Hory. That is right. I discussed it with Mr. Flanagan 
again, and he said he could not possibly be ready tomorrow, but could 
be ready sometime next week, by the middle of the week, whatever 
date we decide. 

Senator Munpr. I think we should do it as soon as we can. 

Senator Horry. I would say right now that we could set it for Thurs- 
day of next week, if that is satisfactory. 

Senator Munpr. I would rather have it Tuesday or earlier than that. 
It may be the last week of Congress, and we ought to finish the 
thing up. 
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Senator Hoey. If you will guarantee to get us out next week, we 
will. If you prefer, we could wait to set the date when we see we 
will be ready, and set it just as early as possible. 

Senator Munpr. Do that; have the staff proceed as fast as they can. 

Senator Horry. We will have it not later than Thursday, and earlier 
if possible ; just as soon as we decide what time we will have it, we will 
notify Mr. Gabrielson. 

The committee will take a recess. 

(Whereupon, at 5:20 p. m., the subcommittee recessed, subject to 
the call of the Chair.) 
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FRIDAY, SEPTEMBER 28, 1951 


Unrrep Srares SENATE, 
INVESTIGATIONS SUBCOMMITTER, 
CoMMITTEE ON Expenpirures IN THE Execurive DerarrMEnts, 
Washington, D. C. 

The subcommittee met pursuant to adjournment at 2:40 p. m. in 
room 357, Senate Office Building, Senator Clyde R. Hoey (chairman) 
presiding. 

Present : Senator Clyde R. Hoey, of North Carolina; Senator John 
L. McClellan, of Arkansas; Senator Thomas R. Underwood, of Ken- 
tucky; Senator Karl E. Mundt, of South Dakota; and Senator Richard 
M. Nixon, of California. 

Also present: Francis D. Flanagan, chief counsel; Howell J. 
Hatcher, chief assistant counsel; Carmine 8. Bellino, accounting con- 
sultant; Jerome S. Adlerman, assistant counsel; William A. Leece, 
assistant counsel; and Ruth Young, clerk. 

Senator Hory. The subcommittee will please come to order. 

Mr. Link, would you please stand up. Fold up your right hand. 

Do you solemnly swear that the testimony you give in this hearing 
shall be the truth, the whole truth, and nothing but the truth, so he Ip 
you God ¢ 

Mr. Link. I do. 

Senator Hory. Have a seat. 

Mr. Link, please give your name and residence. 


TESTIMONY OF THEODORE C. LINK, REPORTER, ST. LOUIS 
POST-DISPATCH 


Mr. Link. Theodore C. Link, L-i-n-k, St. Louis, Mo. 

Senator Hory. What is your position ¢ 

Mr. Link. 1 am a reporter for the Post-Dispatch, St. Louis Post- 
Dispatch. 

Senator Hozy. How long have you been with the Post-Dispatch ? 

Mr. Link. Since about 1938. 

Senator Hory. 1938? 

Mr. Link. Yes, sir 

Senator Hoty. Have you been located in St. Louis, most of the time ? 

Mr. Link. Except for the war; yes, sir. 

Senator Hory. Mr. Link, have you been writing the articles in the 


Post- Dispatch relating to American Lithofold Co. and William M. 
Boyle, Jr.? 


Mr. Livx. Some of them: yes, sir. 
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Senator Hory. Have you written the articles that contained the 
statements that Mr. Boyle received $8,000 as a fee or compensation 
from American Lithofold Co.? 

Mr. Link. Yes, sir. 

Senator Horr. I do not think the committee is interested in all of 
the controversy, whatever the controversy might be between the Post- 
Dispatch and the American Lithofold Co. and Mr. Boyle, but we are 
very much interested in the statement with reference to Mr. Boyle’s 
receiving $8,000 from the American Lithofold Co. 

We had you subpenaed-as a witness because of the statements ap- 
pearing in the paper, your articles, and we wish to know what evidence 
you have and what information you can give us with reference to that 
statement. 

Mr. Linx. We obtained our information from a very reliable source, 
and it would be fatal to disclose the source at this time. We have a 
continuing invesigation. The matter is far from dead with us, and 
it would be unethical at this time at least, and we just don’t feel like 
we should do it. 

Senator Hory. When did you receive this information, first re- 
ceive it? 

Mr. Linx. This was an offshoot of the Finnegan investigation in 
St. Louis. 

Senator Horry. I know, but I asked you when did you first receive 
this information about the $8,000 ? 

Mr. Linx. I would say the first of June or the middle of June. 

Senator Hoey. The first of June this year? 

Mr. Linx. Or the middle of June. 

Mr. Fianacan. Could you speak a little louder? 

Mr. Linx. The first of June or the middle of June, I am not cer- 
tain of the date. I could check on that. 

Senator Hoey. All right. Now, since that time you have had June, 
July, August, and September to investigate. Have you got any 
evidence other than the statement you told us today that somebody 
gave you information, whose identity you do not wish to reveal—have 
you obtained any evidence bearing on this subject from any other 
source? Iam talking about evidence now, not just rumors or reports— 
any evidence. 

Mr. Linx. From another source we were told that half the money 
went back to Siskind. 

Senator Hory. Is that a source that you are not going to divulge 
either ? 

Mr. Linx. That is right; yes, sir. 

Senator Horry. You said that from one source you received informa- 
tion with reference to the $8,000? 

Mr. Linx. That is right. 

Senator Horry. And that you are unwilling to give information as 
to that? 

Mr. Linx. Yes, sir. 

Senator Hory. What else did you say about it? 

Mr. Linx. What do you want to know particularly, I mean? 

Senator Horry. I want to know—you started to say some other 
source. I asked was that a source that you are not willing to reveal 
also. 
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Mr. Linx. No, sir; I could not reveal it. 

Senator Horry. What was the substance of that information that 
you got? 

Mr. Linx. That Mr. Siskind was giving Mr. Boyle half of the 
Lithofold fee, and that it would show up in Mr. Siskind’s bank account. 
Now, I don’t have access to those, however, and don’t know. 

Senator Horry. That is what somebody told you, you say? 

Mr. Link. That is right. 

Senator Horry. Did you publish that in the paper? 

Mr. Linx. We never published any names; no, sir. 

Senator Horry. I am not asking you about the names. Did you 
publish that fact—did you state im the paper that you had reliable 
information 

Mr. Linx. That is right; yes, sir. 

Senator Hory (continuing). From some source ? 

Mr. Linx. That is right; yes, sir. 

Senator Hory. That was in some of the publications you made? 

Mr. Link. Yes, sir. 

Senator Hory. And that source, you say, you are unwilling to 
reveal ? 

Mr. Linx. Yes, sir; at this time at least. 

Senator Horr. I believe you talked to Mr. Boyle about the matter, 
did you not? 

Mr. Linx. I did. 

Senator Hory. I believe he informed you that he received $1,250? 

Mr. Linx. No, sir; he did not. He told me he didn’t recall what he 
got. 

Senator Hory. You mean you talked to him at some stage. When 
did you talk to him? 

Mr. Linx. I talked to him after this thing started. I came up to 
Washington and spent 2 weeks doing investigative work, and then 
went to Mr. Boyle when I found out all I could about the matter and 
asked him about it and, well, say, an explanation as to how he appeared 
on Lithofold’s payroll, yet did nothing, never went to the Lithofold 
plant, and he said it was for some legal work. He was very vague and 
he didn’t know how much it was. It was for several months’ legal 
work, he said. 

Senator Hory. Let us come down to the direct fact about it. 

Mr. Boyle, in his testimony yesterday, said expressly that he told 
you that he received $1,250. Did he tell you that or not? 

Mr. Linx. If he had, I would have put it in the paper, because we 
wanted to know exactly what he had received from hap angle. 

oe Horry. Yes. Well, you say that he told you that or he did 
not 

Mr. Linx. He didn’t tell me that. I put exactly what he told me 
in the paper and it was to this effect, that he couldn't recall, he could 
not remember, and that it was just for some legal work, not very much. 

Senator Hory. Did you ever talk to him at any time after that ? 

Mr. Linx. I did not; no, sir. I think some of our office, bureau 
men here, did, but I didn’t. 

Senator Hory. Then you do not know who it was from your bureau 
that talked with him afterward about it? 

Mr. Linx. No,I donot. If they did—I am not sure. 
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Senator Horry. You do not know whether he received from Mr. 
Boyle the information that it was $1,250 or not ? 

Mr. Linx. I don’t know. I know that Mr. Boyle issued a state- 
ment to that effect. 

Senator Hory. I am not talking about his statement; I am talking 
about either you or a representative from your paper. 

Mr. Link. Well, he never talked to me. He might have talked to 
one of the bureau men. 

Senator Hory. He never talked to you. 

You are very positive about it that you never did have a conversa- 
tion with Mr. Boyle in which he told you that the amount he received 
was $1,250? 

Mr. Linx. No, he did not, Senator. He told me that it was not 
very much, but he didn’t know, and he couldn’t recall how much it was. 

Senator Hory. All right. 

I submit to you an article here which you can look at, and see if 
that was au article that appeared in the Post-Dispatch. 

Mr. Link. Yes, sir. 

Senator Hory. And written by you? 

Mr. Link. Yes, sir. 

Senator Hory. I am offering that for the record as part of the ex- 
hibits to show what we are talking about. You may give that to the 
reporter or the clerk. 

Mr. Link. Yes. 

(The article referred to was marked “Exhibit 27” and will be found 
in the appendix on p. 1239.) 

Senator Munpr. Can other members of the committee see that, Mr. 
Chairman? Neither Senator Nixon nor I have a copy. 

(Discussion off the record.) 

Senator Hory. Mr. Flanagan, you may examine. 

Mr. Fuanacan. Mr. Link, can you tell the committee briefly and 
concisely the facts, the pertinent facts, that came to your attention 
that led up to the statement which you made in the paper that Mr. 
Boyle received $8,000, and I am not asking you to reveal your sources 
at this time, but just give us those facts ? 

Mr. Link. All ead. 

As I said, this was an offshoot of the Finnegan investigation. Sen- 
ator Williams had made some investigation, and Finnegan was in 
volved in it, in obtaining money from them while he was collector. 

While I was working on that case—I will make this brief—while I 
was working on that case, one of our veteran circulation employees 
came in by my desk and said that he lived in Baden, which is an area 
near where the Lithofold plant is in St. Louis, and that his daughter 
had worked at the Lithofold at one time a number of years ago, but 
there was a whole bunch of former Lithofold employees down there in 
Baden who wondered why Mr. Boyle, William Boyle, one of the big- 
gest politicians in the country, was on the payroll for $500 a month, 
and why Mr. Green, a Reconstruction Finance official in Washington, 
was on the payroll. 

Mr. Firanacan. At that point, were they talking about Cecil Green / 

Mr. Link. That is right; yes, sir. 

Mr. Fuanacan. Go ahead. 

Mr. Link. Why they were on the payroll for $500 each, in addition 
to Finnegan. 
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Well, we became interested because we didn’t know of any connec- 
tion of Mr. Boyle’s, and we also were interested in Mr. Green as a 
Reconstruction Finance official, in view of Senator Williams’ develop- 
ments on the Lithofol@ loan and Finnegan’s connection with the insur- 
ance business, and so forth, in St. Louis. 

Well, we began canvassing some of these former employees. One 
would tell you one thing and one would give you another lead, and 
another lead, and the substance was this: ‘that ‘Fi innegan, Mr. Finne- 
gan, who was interested in Lithofold, got hold of Mr. Boyle when 
they couldn’t get their loan through, and Mr. Boyle got the loan. 

Senator Horry. Just a minute on that. I do not think we want to 
go into just a whole lot of things unless you are going to give specific 
things. 

Mr. Linx. This isa specific thing. 

Senator Hory. We are coming down to the thing about $8,000, and 
all that sort of thing. 

Senator Nixon. Mr. Chairman, I think we ought to let the witness 
give his story. This witness has been maligned, possibly, before this 
committee. Maybe he has not been, but I would suggest we ought to 
let the witness tell his story. I do not believe in limiting him in his 
testimony in this respect unless he talks too long. 

Senator McCievian. Mr. Chairman, if that refers to my remarks, 
there is just as much maligning against Bill Boyle if this witness and 
his paper have not told the truth. 

Senator Nixon. Mr. Chairman, I think the Senator from Arkansas 
will recall what I said. I said he may have been maligned, and he 
may not have been, which is exactly what the Senator from Arkansas 
says, but I do not think we should restrict the witness in his testimony, 
but let him get all the facts out. 

We are not interested in just the $8,000; we are interested in any 
sort of political business that he may have obtained. 

Senator Horry. We are interested in that, Senator. 

Senator Nixon. Are we not? 

Senator Hory. If there is any substance to it. But when he comes 
with a whole lot of rumors that he gathered about so and so, I do not 
think that is proper evidence in any court. 

Senator Nixon. I agree with the Senator. 

Senator Hory. If he will tell who told him anything and what was 
said, I think that is entirely proper. But if he talked about this- 
he talked to a number of employees, and some told him one thing and 
some another, and he does not tell who it was who told him anything, 
I think that is utterly incompetent. If he wants to name who told 
him something and what they told him, that is one thing, because then 
we can check up on it and see. 

Senator Nixon. Do I understand that the chairman is going to order 
the witness to reveal his sources? 

Senator Hory. Well, that is a matter that we have to decide. 

Senator Nixon. I want to say that I will object to such an order 
myself, and I want it put to a vote of the committee—such a decision. 

Senator Hory. I have not indicated that I would do that, but I am 
indicating this: that I do not think he ought to just take up rumors 
and say that he talked to a whole lot of employees of the Lithofold Co., 


and some of them told him one thing and some another. 
81249—51—pt. 3——_50 
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Senator Nixon. With that, I agree with the chairman completely. 

Senator Hory. He sort of deduced this. 

Mr. Linx. It was not deduction. I can make it very brief. I mean 
one employee told how she was told to turn thé ledger over. 

Senator Horry. Will you tell us who that employee was? 

Mr. Linx. This particular one, yes; a girl named Janet Boone. 

Senator Horry. All right. What did she say? 

Mr. Livx. She said that they had the account ledger pertaining to 
Boyle or Siskind’s account or Boyle’s account at that time, and she 
was told by some of the head office people, she believes Tony Gilfoy, 
the head bookkeeper, to turn it over and keep it face down on the desk 
so that nobody would see Boyle’s name on it. 

Senator Hory. All right. 

Mr. Linx. In addition, she told me that at that time Mr. Blauner 
was worried about some people knowing the business was going on 
via telephone between Washington and St. Louis, and he talked to 
the other office people about hereafter or thereafter having a code 
number for his calls to Washington, and so forth, for Green and other 
people. 

This young lady also, under questioning—I mean she didn’t volun- 
teer it; she told how the card system started out, the card on which the 
payments were recorded, of the monthly payments or semimonthly, 
started out with Boyle, and continued with Boyle for a long time 
until Siskind’s name was inserted, I think, in parentheses, was carried 
as one account under Boyle. 

Mr. Fianacan. I might state at this point, Mr. Link, that the way 
that account was kept, the records have been placed in the record of 
this hearing. We have discussed them at some length previously in 
the record. 

Senator Nrxon. Mr. Flanagan, are you speaking in relation to the 
record of telephone calls? 

Mr. Fuanacan. No; the record of how the Boyle and Siskind ac- 
counts were maintained in the offices. That is what you are talking 
about ; is it not? 

Mr. Link. Yes, sir. 

Mr. FLanaGan. Those are in the record, and they pretty much 
speak for themselves. 

Go ahead. 

Mr. Linx. Also a flurry of telephone calls between the Lithofold 
people, Blauner, and Washington preceding the Boyle testimonial 
dinner, in which the group, including Mr. Finnegan, Blauner, Boyle, 
and some other people 

Mr. Fuanacan. If you will speak a little louder, please. 

Mr. Linx (continuing). And Mr. Green—yes—went to the Boyle 
testimonial dinner in September of 1949. 

In handling the books on a sort of part-time basis she learned that 
the bill was paid by Mr. Blauner. It was quite a bill. I don’t know 
how much. I didn’t go into it. 

The telephone bills ran something like, for the Lithofold at that 
time ran, a thousand or fifteen hundred a month. 

Other employees told me—told us—about a man named Simms 
getting $10,000. 

Mr. Fianacan. Would you care to give the name of these other 
employees ¢ 
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Mr. Linx. I would have to clear it with her. 

Mr. Fuanacan. All right. 

Mr. Linx. I talked to Miss Boone yesterday.’ She was going to be 
here, but the other present bookkeeper, Mrs. Branch, called her up 
and told her not to see me or have anything to do with me any more, 
and then they called this lawyer Cusick in W ashington, and there was 
a big flurry, and the girl got scared and I don’t know whether she ever 
did get here. 

Senator Munpr. May I inquire of our counsel right now whether 
we made any effort to bring this very important witness from the 
inside of the picture before the committee ? 

Mr. Fuanacan. Yes; we have. 

Senator Munpt. What do we have on that ? 

Mr. FiuanaGan. She is under subpena forthwith. 

Senator Munpr. As of when? 

Mr. Fuanacan. When was that ? 

Mr. Bevirno. Three o’clock today. 

Senator Munpr. That is 2 hours ago. 

Mr. Fuanacan. One o'clock. 

Senator McCient.an. Where is she now ? 

Mr. Fuanacan. She isin St. Louis. We sent a man out to St. Louis 
last night to get her. 

Senator Munpr. You got her name in an off-the-record conference 
with Mr. Link, and that is why we did not serve her until today? 

Mr. Betiino. No, sir. We got it through investigation, but we did 
not reach her until yesterday, ‘and she promised to be here this morn- 
ing. 

Mr. Linx. I can clear that up. I did not tell her name because it 
was a confidential source until she released it to me, and she did; and 
this other one is in the same situation. 

Senator Nrxon. Just a moment, before you go to the other one, did 
you say she made a call to Mr. Cusick in W ashington ? 

Mr. Lrvx. If you want the details of it—I was shortening it up. 
Mrs. Branch, the present bookkeeper, called her and said, “We hear 
you are going to Washington,” and something, “and don’t have any- 
thing to do with that fellow Link.” 

Senator Mc CueLLan. That is hearsay with you? 

Mr. Linx. That is what Miss Boone told me yesterday. 

Senator McCettan. She can confirm that when she testifies ? 

Mr. Link. Yes, sir. 

The Lithofold lawyer called her about going to Washington. I was 
in a hurry trying to catch a plane my self, and told her 

Senator Nixon. The Lithofold lawyer now, is that Mr. Cusick? 

Mr. FranaGan. That is Mr. Raeburn Green. 

Senator Nixon. I just want to get their names. He is their St. 
Louis attorney. 

Mr. Linx. Yes, sir; St. Louis attorney. 

He called her and said for her to stand by and something until he 
could call Mr. Cusick in Washington. He called back and said he 
had called Mr. Cusick and she could go ahead or do anything she 
wanted to do. 

Senator McCiettan. Do you know whether that was before the sub- 
pena had been served on her? 
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Mr. Linx. I think it was. I don’t think the subpena was served 
when I left St. Louis last night. 

Senator McCietzan. This occurred yesterday before the subpena 
was served on her? 

Mr. Linx. Yes, sir. 

Senator McCrentian. That is when she was being invited and re- 
quested to come, as you understand it ? 

Mr. Linx. She was afraid to come and face a lot of Senators and 
publicity and that sort of thing. 

Senator Munpr. I do not blame her for that. 

Senator McCietian. I was trying to get whether the lawyer had 
advised her to ignore a subpena. 

Mr. ‘Link. Apparently not. He apparently told her—— 

Senator Hory. Apparently the lawyer told her she could do as 
she pleased. 

Mr. Links. After they called back and forth from Washington. 

Senator Hory. After they called back and forth, and the lawyer 
told her she could do as she pleased. 

Mr. Linx. That is correct, as I understand it. 

Senator Hory. Go ahead. 

Mr. Linx. This young lady also told about being told she can’t tell 
definitely whether it was Mr. Stanhope or Mr. Gilfoy 

Mr. FLanaGan. Are you talking about Miss Boone now? 

Mr. Linx. Yes, sir. She was told definitely to place these Finnegan- 
Boyle-Green entries under—I don’t know the boc ckesping system they 
used—but under commissions. | Quoting] “Be sure it ‘showed that 
way. 

Senator McCietnan. I am trying to follow you on that. ‘That is 
the bookkeeping of the Lithofold Co. ¢ 

Mr. Linx. That is right. 

Senator McCLetnLan. Yes. 

Mr. Link. Yes, sir. Of course, these employees, they told me, or 
Miss Boon told me, they wondered about all this stuff that was going 
on. Then when the Finnegan investigation broke it crystallized 
things in their minds, and I saw, I would say, about seven. Some of 
them were cooperative; some of them were scared; some of them were 
shy. Several told me about the $10,000 a month fees to a man named 
Simms here in the Lithofold Corp.; about this Yvonne Circele in New 
York. 

Senator Munpr. Could you identify Simms any more clearly? 

Mr. Linx. When I was in Washington, Senator, I checked to see 
if he was a Federal man, a Federal employee, of any kind, and satis- 
fied myself that he was not, and dropped it, because he was getting— 

Mr. Fianacan. I would like to state here for the record we have 
interviewed Mr. Simms on several occasions. He is the Washington 
representative of the corporation and has been with them for some 
period of time. 

Senator McCiettan, Would you clear that up a little further. Is 
Simms a lawyer or a salesman ? 

Mr. FLANAGAN. He is a salesman, Senator. 

Senator Hoey. All right; that is just to keep the record straight. 

Senator Nixon. What is his salary ? 

Mr. Linx. These—— 
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Senator Nrxon. | am asking Mr. Flanagan. 

Mr. Fuanaaan. So far this year he has earned $65,000. 

Senator Nixon. Mr. Simms? 

Mr. FLanaGan. Yes. 

Senator Munpr. I would like to inquire of Mr. Bellino—he exam- 
ined the company’s books in St. Louis. Did you find Mr. Simms’ 
name there? 

Mr. Beturno. Yes, sir. 

Senator Munpr. Was he listed under the same headings as Siskind 
and Boyle, as commissions, or was he listed under some other heading $ 

Mr. Be.itino. Commissions. He is an active salesman. That is 
his profession. 

Senator Munpr. In other words, he is an active salesman listed un- 
der commissions, just as these lawyers and other people were also 
listed under commissions. 

Mr. Beturno. That is right. 

Senator Munpr. Yes. 

Mr. Fuanacan. Mr. Link, when did you first 

Senator Nixon. Excuse me for just a moment. How was Mr. Green’s 
account carried ? 

Mr. Betirno. Commissions account. 

Senator Nixon. Cecil Green, commissions? 

Mr. Bexurno. Yes. 

Mr. Fianaaan. He is under commissions, and that is in the record, 
Senator. 

Senator Nixon. I understood it was; I just wanted to get it in at 
this point. 

Senator Munpr. Siskind and Boyle were also carried as commis- 
sions; is that right, Mr. Bellino? 

Mr. Betirno. That is right. 

Senator Munpr. Siskind, Boyle, and Salesman Simms were all car- 
ried the same way on the books? 

Mr. Bexiino. Yes, sir. 

Mr. Fianacan. Mr. Link, when did you first receive information 
that Mr. Boyle had received $8,000? 

Senator Nrxon. Would you repeat the question, Mr. Flanagan? 

Mr. Frianacan. When did you first receive information that Mr. 
Boyle had received $8,000 from American Lithofold? 

Mr. Linx. About a week after I started to work on the case. Miss 
Boone didn’t know. 

Mr. Franacan. When would that be? 

Mr. Linx. It was in June, the early part of June, about, I would 
say, the 10th or 11th of June. 

Mr. Franacan. Did Miss Boone tell you that Boyle had received 
$8,000 # 

Mr. Link. No. She couldn’t estimate the exact amount. She said 
later she said she thought it was well over $1,250, but she couldn’t 
estimate the exact amount. She thought it was over $6,000, but she left 
there in July, 1950, and that is a year and a half ago, and she couldn’t 
put a definite amount, enought to go on. 

Mr. Fuanacan. Where was she getting her information from ? 

Mr. Link. Filling in as bookkeeper. 

Mr. Fruanacan. She was getting it from the same books and rec- 
ords that we have? 
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Mr. Linx. Yes. 

Mr. Fianacan. I assume. 

Mr. Link. Yes, except that they were altered. 

Senator Munpr. That is an assumption; there might be a lot of 
office notes; that is an assumption. 

Mr. Fuanacan. Yes. 

Mr. Linx. We also had information—I don’t know how we got 
this—there were three investigative agencies on the case at the time. 
Internal Revenue, King committee which I think had access to the 
books of Lithofold, and the grand jury, and we found out about dif- 
ferent employees or Federal employees we thought they were, but we 
didn’t do anything about it. We took our information on Mr. Boyle 
being on the payroll to Federal authorities in St. Louis, and here, and 
asked them for just a conclusion as to whether there was anything 
illegal. I think it was pretty well agreed there wasn't anything 
illegal. We waited a number of weeks—— 

Mr. FLanaGan. Just a minute, Mr. Link. 

Senator Unperwoop. Mr. Chairman, may I ask a question while 
there is a delay here? 

Senator Horry. Yes, Senator. 

Senator Unperwoop. Mr. Link, do you have a State law in Missouri 
that permits a newspaperman to decline to give the source of any 
information that he receives, even to a grand jury ? 

Mr. Linx. Not that I know of. f don't know of any State that 
has that. 

Senator Unperwoop. We have one in Kentucky, and I thought 
maybe you had one in Missouri. I know that some States do have. 

Mr. Linx. Not to my knowledge. We had information from one 
of these three agencies—not information from them, but from work- 
ing on the same matter—we learned, as Senator Williams had pre- 
viously learned, that the books were subject to revision and alteration, 
so we wanted to be sure of our ground. I mean in the Finnegan in- 
vestigation it was first admitted by Mr. Finnegan that he got "$1,500. 
Later Senator Williams amassed $9,200 pay ments to him; ‘then Fin- 
negan comes in here and admits to $45,000. 

When the Finnegan investigation got under way, they held quick 
directors’ meetings at the Lithofold Corp. They changed the books, 
pushed it around. We were trying to pierce the curtain to see where 
Mr. Boyle stood in that picture. We couldn’t do it, and the grand 
jury took the matter up and, as I said, they said they would go ahead 
on Mr. Finnegan, because he was a Federal official; but Mr. Boyle, 
unless he split the money with Finnegan, and that would be hard to 
prove unless either of them admitted it, why, there was no law violated. 
So it then became purely a question of ethics to the Post- Dispatch. 

We then got information from a reliable source, backed up by an- 
other reliable source—other reliable sources, I might say, and I can’t 
tell his name right now. 

Senator McCietxan. May I ask, are you going to reveal the sources 
at this time? 

Mr. Linx. Not at this time, Senator. I cannot afford to. We have 
got a continuing investigation. This is just a small thing. 

Senator McCrieiian. I do not question that. The only thing that 
concerns me is that we are making statements here again to the 
public 
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Mr. Link. Yes, sir. 

Senator McCLe.uan (continuing). Without giving the source, with- 
out any authenticity except hearsay, reports and rumors, and the 
question arises in my mind that what is involved in this—this $8,000 
was paid—if this is the truth or if it is short of the whole truth and 
there is more, I am most anxious to expose it. 

But the point is I do hate to see reports go out in the press all over 
the country that are just hearsay and rumors and testified to under 
oath. 

Can you vouch, can you under oath state, that what you are saying 
is true as a matter of fact ¢ 

Mr. Link. I can. 

Senator McCie.tian. That these reports you received are true, of 
your personal knowledge, I mean the substance of the reports, the 
information that they convey, the import of them to the public is the 
truth? Can you say that under oath of your own knowledge? 

Mr. Linx. Well, you have got me there. I mean, I am taking 

Senator McCie.tian. That is the trouble; it goes out to the public 
under oath. 

Mr. Linx. That is the way—— 

Senator Nixon. Just a moment; you are a reporter, are you not, 
Mr. Link? 

Mr. Linx. Yes, sir. 

Senator Nrxon. As a reporter what you were doing was reporting 
what your sources, which you considered reliable, told you, were you 
not? 

Mr. Linx. That is right. 

Senator Nixon. Your sources that you considered reliable gave 
you information 

Mr. Lanx. That is right. 

Senator Nixon (continuing). To the effect that Boyle had received 


$8,000. 

Mr. Linx. That is right. 

Senator Nrxon. And you reported that, did you not? 

Mr. Linx. Yes, sir. 

Senator Nrxon. Would you do it again? You would do it again, 
would you not ? 

Mr. Linx. Yes, sir. 

Senator Nixon. You would have the responsibility to do it, would 
you not ¢ 

Mr. Linx. I would. 

Senator Nixon. And not to cover it up? 

Mr. Linx. That is right. 

Senator McCLetian. Just one moment; nobody is asking you to 
coverup. Instead we are asking you to reveal. 

Mr. Linx. Yes. 

Senator McCie..an. But you are the one that is claiming immunity 
and covering up the source; are you not? 

Senator Nrxon. Just a moment, Mr. Chairman 

Senator McCieLian. Wait a minute, let him answer. I am not ask- 
ing you. 

Senator Nrxon. I want him to answer. 

Senator Horry. Just a moment—never mind that. 
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Mr. Linx. I am covering up the source, I am claiming immunity. 

Senator McCietian. That is what I am asking 

Mr. Link. Because we want to continue with the investigation. 

Senator McCietian. I understand. But when you are covering up, 

am trying to get it revealed, am I not? 

Mr. Link. Ye es, Sir. 

Senator McCuruiaN. All right, let us keep the record straight. 

Senator Munpr. I think it should be said, however, he is also sub- 

jecting in these articles a responsible newspaper to a criminal-libel suit 
if the statements are false, so it is not exac tly a situation of irrespon- 
sible statements. 

Mr. Linx. That is right. 

Senator Munpr. The publisher of your paper and the editor must 
have thought enough of your source so that they were willing to run 
the risk of a libel suit if they were false, is that correct ? 

Mr. Linx. That is correct; yes, sir. 

Senator McCLextan. That is what I want to get clear. 

Senator Horry. Go ahead. 

Mr. Fianacan. Did your informant who gave you this information 
concerning the $8,000 produce any documents that would indicate that 
there were payments of $8,000 to Mr. Boyle? 

Mr. Linx. No, sir. 

Mr. Fianacan. Did he produce anything other than the mere state- 
ment that he received—that he knew that Boyle had received $8,000? 

Mr. Linx. No. The only thing I saw was a brief glimpse of the 
Lithofold books where it was recorded that Boyle was getting $500 
a month. That was the only documentary thing that I could say 
that I saw. 

Mr. Firanacan. How many payments did you see in those books? 

Mr. Linx. I wanted to be sure it was Boyle—I wanted to be sure 
that we were right, and it was listed under William Boyle, and I 
think, two—— 

Mr. Fianacan. You think there were two $500 payments ¢ 

Mr. Linx. No, two $250, something like that. 

Mr. Franacan. Pardon! 

Mr. Linn. Two $250 payments. 

Mr. Firanacan. Two $250 payments. 

Would you take a look at this exhibit and see if you can identify 
that photostatic copy as the record that you saw. I might say it is 
not too good a copy, but if you look closely I think you can make it 
out. 

Mr. Lanx. That looks like it, Mr. Flanagan; yes. 

Mr. Franacan. Did you say that looks like it ? 

Mr. Linx. I did not see the Siskind entries. 

Mr. Fianacan. You did not see the Siskind. 

Mr. Link. No. 

Mr. Franacan. You saw the other, the first page, the Boyle? 

Mr. Linx. Boyle. I just wanted to be sure that was actually in the 
books, that nobody had put it in or anything. We wanted to be sure 
of our ground. 

Mr. Firanacan. How many payments are entered in that first sheet? 
Will you just look at it there, Mr. Link? 

Mr. Ling. Six. 
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Mr. Fianagan. Six payments of $250? 

Mr. Linx. Yes, sir. 

Mr. Fianagan. Yes. 

Mr. Link, in addition to this one informant who gave you this in- 
formation, did anyone else give you any specific information to the 
effect that Mr. Boyle received $8,000 from American Lithofold Corp. ? 

Mr. Link. Yes. This is another party, another person. Mr. X 
said that the money was going from—half was going to Boyle after 
Siskind took it over. 

Mr. Fianacan. Did he say where he got the information or that 
intelligence ¢ 

Mr. Linx. I think through an interview with Mr. Green. 

Mr. Fianacan. With Mr. Cecil Green? 

Mr. Linx. Yes. 

Mr. Fianacan. Mr. Cecil Green had told him that? 

Mr. Linx. I think so. I think that is the way it was. He intimated 
that is the way it was. 

Mr. Fuanacan. Could you tell us to the best of your recollection 
exactly what this, as you call him, Mr. X said, the substance of that 
conversation ¢ 

Mr. Link. Just that there was a flow of money; that the arrange- 
ment was still going on, only Mr. Boyle didn’t get the full amount, 
that another man in Washington, a lawyer got half of it, and then 
later on we learned about Siskind. 

Mr. Franacan. From whom did he learn it? 

Mr. Link. I don’t know how he learned it. 

Mr. FLanaGan. You say he indicated that Mr. Green had told him? 

Mr. Liyx. Yes. 

Mr. FianaGan. Were there any other persons who told you, who 
gave you specific information, to the effect that Mr. Boyle was receiv- 
ing $8,000 other than the first informant—we will call him Mr. Y, and 
Mr. X; were there any others? 

Mr. Linx. No, sir; no others except the 

Mr. Fianagan. Those two? 

Mr. Linx. And the employees down at the plant that said that the 
money was to go—was for Mr. Boyle. I told you about that. 

Mr. FuanaGan. You have already told that. 

Mr. Linx. That is right; yes, sir. 

Mr. Firanacan. If we should be able to find or locate Mr. Y and 
Mr. X then we could resolve this problem; could we not ¢ 

Senator Munpr. And the employees. 

Senator Horny. He gave the name of one employee. 

Senator McCLe.t.an. I understand his reason at the present time for 
not giving the other sources is because they have not consented that 
you may do so; is that right ? 

Mr. Lrvx. That is right; yes, sir. 

Mr. Fianacan. Would you care to ask them if they would consent 
to be interviewed by this committee ¢ 

Mr. Link. Yes, sir; I will. 

Mr. FranaGan. Could you arrange that within a reasonable period 
of time? 

Mr. Linx. I will do my best. 

Senator Horry. I hope, Mr. Link, that you will confer with them as 
soon as you return, and advise Mr. Flanagan 





986 INFLUENCE IN GOVERNMENT PROCUREMENT 


Mr. Link. Yes, sir. 

Senator Hoey (continuing). If they are willing to either testify to 
the staff in the first instance, and then before the committee. 

Mr. Linx. All right, sir. 

Senator Hory. You may continue. 

Mr. Fianaean. Is there anyone else that you feel we should inter- 
view in order to establish this payment of $8,000 other than these two 
informants and Miss Boone? 

Mr. Linx. His office manager. I understand he has never been in- 
terviewed, Tony Gilfoy. He was one of the men going around the 
office telling the girls how to charge these off, and how to write these 
checks. 

Senator McCLeLttan. What is his name? 

Mr. Lanz. Tony Gilfoy. 

Senator Hory. How do you spell it? 

Mr. Linx. G-i-]-f-0-y. 

Senator Munpr. Has he been subpenaed, Mr. Flanagan ? 

Mr. Fianacan. No, sir. 

Mr. Linx. I learned that the telephone records on long-distance 
calls in St. Louis are usually destroyed every 6 months, but the Ke- 
fauver committee had impounded them covering about this period. 
It might be of interest to the committee. We don’t have access to it. 

Senator McCrietitan. The Kefauver committee has those? 

Mr. Linx. They had them impounded just to hold them. Usually 
they destroy them every 6 months, but they told us 

Senator McCietian. They are available? 

Mr. Linx. Yes. 

Mr. FLanaGan. Is there any other information that you think you 
could give the committee at this time that would be of some assistance 
to us in obtaining the facts and the truth of this matter? 

Mr. Linx. I don’t know right now, Mr. Flanagan. I just heard 
this morning that Mr. Boyle’s income-tax returns were under in- 
vestigation now. 

Senator McCietian. May I ask at that point, he promised to make 
them available to the committee. Has he done so yet? 

Mr. Fuanacan. He has allowed us, through his attorney, to ex- 
amine certain parts of the returns, Senator. 

Senator Nrxon. As a matter of fact, Senator McClellan, I talked 
to Mr. Flanagan earlier, and he advised us that he allows us to ex- 
amine only the portion of the returns dealing with what he called his 
income from business; is that correct? 

Mr. FLanaGan. His gross income, earned income. 

Senator Nixon. Earned gross income from business. He allowed 
you to—he did not allow you to see the balance of the return. 

Mr. Fuanacan. No, sir. 

Senator Nixon. Did you request the opportunity to see the whole 
return ? 

Mr. Fuanacan. We had discussed that at some length before, and 
they said they would allow us to show that part of the return where 
the Hanlon and Siskind money was recorded. 

Senator Nrxon. I understand. 

Senator McCiettan. May I ask, can you tell from the return, can 
you identify the Hanlon and Siskind and Boyle money from the re- 
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turn? Can you identify it from the return itself or must you be 
governed by their 

Mr. Fianacan. You can identify the Hanlon money because there 
are these forms, I think they are 1051’s there. So far as Siskind, 
you cannot, because Mr. Boyle included the Siskind payments in his 
earned income. 

Senator ee Treated it just the same as other income. 

Mr. FianaGan. That is right. He treated it as other income. 

Senator aeaane He did not treat it as a capital gain / 

Mr. Fuanacan. He did not treat it as a capital gain nor did he 
specify the sources of each one of 

Senator Nrxon. Getting back to my point again a moment ago that 
I did not think I quite understood your answer, did you request in 
the first instance, as you did in the case of Siskind that Mr. Boyle 
submit the entire return? 

Mr. Fianagan. Yes. 

Senator Nixon. Did you? 

Mr. Fianaaan. Yes. 

Senator Nrxon. Was that request granted or denied ¢ 

Mr. Franacan. It was denied. 

Senator Nixon. Thank you. 

Senator Munpr. May I ask regarding Mr. Siskind’s income tax re- 
port, did he just get the part that he wanted us to see or was it the 
whole report ? 

Mr. Fuanacan. We had his whole return. 

Senator Munpr. Whole return. 

Senator Nixon. Let me get back to that return again. As I un- 
derstand from the information that was submitted to you, you found 
that the only portion of the return that he showed you—he did not 
show you his income from investments and from interest, for example 

Mr. Franacan. No. You could see what the interest was. He 
gave the interest. 

Senator Nixon. The interest, but not the income from stock trans- _ 
actions, 

Mr. Fuanacan. Dividends, but not stock transactions. 

Senator Nrxon. No capital gains? 

Mr. Fruanacan. No. 

Senator Nrxon. In other words, there was no way to determine 
whether or not he might be compensated in the past through the stock 
of various companies ‘with which he might have been connected ? 

Mr. FLanacan. There was no way of doing that. 

Senator Nrxon. Those schedules were not submitted ? 

Mr. Franaaan. No. 

Senator Nrxon. On that point, then, as I understand, on this mat- 
ter of income alone, this included, the schedule that he showed you, 
included the amount that he received from the National Commit- 
tee—— 

Mr. Fuanaaan. That is right. 

Senator Nrxon (continuing). The amount that he recieved from 
Hanlon 

Mr. Fianaaan. Yes. 


Senator Nixon (continuing). And the amount that he received 
from Siskind. 
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Mr. Fuanaaan. Siskind. 

Senator Nixon. A total of $86,000 in 1949; a total of $102,000 in 
1950; that is right, approximately ¢ 

Mr. Fianacan. Under the agreement that we looked at those, Sena- 
tor—— 

Senator Nixon. Those were the amounts he testified to. I am not 
bringing any information that was not available because, as I under- 
stood, the $30,000, if you will add that to the amount he testified he 
received from the law firm, you will get the totals of $86,000, and 
$101,000. 

Mr. Fianacan. I don’t understand your question, Senator. 

Senator Munpr. Mr. Chairman, I would suggest, to clear this 
thing up, it seems to me when we asked Mr. Siskind for his income- 
tax return, we got it; we asked Mr. Boyle for his income-tax return, 
and we did not get it, but we got some excerpts, and we should try 

again to impress upon Mr. Boyle the desirability of letting us see 
the entire income-tax return. I just do not see how you can tell what 
is In an income-tax return by not looking at it. It would seem to me 
that is what the situation is here. 

Senator McCie.tian. Mr. Chairman, what I was going to say when 
Senator Nixon though I was going to interrupt him—lI did not mean 
to interrupt the § Senator, but I wanted to suggest to the chairman 
that a request again be made by counsel to Mr. Boyle to submit to 
counsel for the committee his complete return for the purpose of 
counsel satisfying himself that it does have a clear picture of income, 
and sufficiently to understand these transactions that are involved. 

If I may ask you, Mr. Flanagan, were the disclosures made of part 
of the returns submitted, sufficient to satisfy you as counsel of this 
committee, that a full disclosure has been made with reference to 
this transaction ? 

Mr. Fuanacan. I do not think, Senator, that even an examination 
of the full return could disclose that, because you have to take Mr. 
Boyle’s word or his counsel's word that the Siskind money went into 
the gross income. 

Senator McCie.txan. Let me ask you further, Would the exami- 
nation of the complete returns enable you to arrive at a more accurate 
conclusion than you have arrived at by reason of what has already 
been exhibited to you? 

Mr. Fianacan. Well, I rather doubt that it would. It might. 

Senator Monpr. I do not see how you could possibly say that 
without seeing the rest of that return. 

Senator McCieit.an. On the possibility that it might, in order to 
get the whole truth of this matter, Mr. Chairman, I suggest that 
Mr. Boyle be again asked and requested to submit his full return for 
eXamination by counsel. 

Senator Nixon. In that connection, Senator McClellan, I think 
this would bear upon it. The examination of the returns of Mr. 
Siskind, as I recall, disclosed each year, 1949 and 1950, substantial 
withdrawals from cash, $12,000 per year, approximately—Mr. Bellino, 
is that a correct statement of the accounting feature? 

Mr. Bexiino. Senator, the tax returns do not indicate that that 
was observed in the examining of the canceled checks in the office 
of Mr. Siskind. 
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Senator Nrxon. I see. In other words, it showed cash transactions 
involving $12,000 each year. 

Mr. Betino. Approximately ; yes, sir. 

Senator Nrxon. My next question is this: Has examination been 
made of Mr. Boyle's finances—I am thinking now of his bank ac- 
counts—to determine whether he may have deposited any cash in his 
account or cashed any checks? 

Mr. Fuanacan. No, sir. 

Senator Nrxon. You have made no such examination ? 

Mr. Franacan. No; we examined his books, and took out of his 
books, his cash journal, every payment that he records from Siskind. 

Senator Nixon. In other words, if cash transactions could have 
taken place—and | am not suggesting that they did, if they could have 
taken place—bet ween Siskind and Boyle, then the committee would 
not know it as of the basis of your investigation now. 

Mr. Fuanacan. That is true. 

Senator Nixon. I would suggest to the committee that I think you 
might further request the opportunity to examine any cash transac- 
tions that may have taken place between the two. 

Senator Hory. Proceed, Mr. Flanagan. 

Mr. FLANAGAN. I have no further questions. 

Senator Unperwoop. I have got a question I would like to ask, if I 
may. 

Senator Hory. Go ahead. 

Senator Unperwoop. Mr. Link, this is an editorial from the St. Louis 
Post-Dispatch, although not written by you, I assume based on the 
articles which you w rote; is that correct ? 

Mr. Linx. Usually are. 

Senator Unperwoop. Usually are? 

Mr. Linx. Or somebody else. 

Senator Unperwoop. Did you read the testimony of Mr. Boyle yes- 
terday / 

Mr. Linx. Not in full. I was trying to get here yesterday. I had 
to go by way of Chicago. 

Senator Unperwoop. This editorial says this: 

Mr. Boyle says that on account of his high sense of propriety he discontinued 
his law practice in May of 1949. But he went on receiving monthly checks from 
American Lithofold all through 1949 and well into 1950. 

Have you seen anywhere any evidence—do you have anything that 
would indicate—that that is a true statement ? 

Mr. Link. That he went on receiving them or Siskind ? 

Senator UnperRwoop. What does it say there? No, it says Mr. Boyle 

says that on account of his high sense of propriety the at he discontinued 
his law practice in May 1949, _ but he went on rec eiving monthly checks 
from American Lithofold all through 1949 and well into 1950. 

Mr. Linx. That must be in error, because the money that he got 
was from Siskind. I mean if you get my point on that. 

Senator McCieLtan. May I inquire from the Senator, is that an 
editorial ? 

Senator Unperwoop. That is an editorial. 

Senator McCiet.an. From the St. Louis Post-Dispatch? Will you 
give the date of it? 

Senator Unperwoop. July 28, 1951. 
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Senator McCretian. Mr. Chairman, I ask that that editorial be 
made a part of the record of this hearing. 

Senator Hory. It will be included in the record. 

(The editorial referred to from the St. Louis Post-Dispatch, dated 
July 28, 1951, was marked “Exhibit 28” and will be found in the 
appendix on p. 1240.) 

Senator UNperwoop. Now, it says here: 

A St. Louis firm applies for an RFC loan and is turned down. Collector of 
Internal Revenue James P. Finnegan interests himself in the loan and visits 
the St. Louis RFC office to champion it. Mr. Boyle and Mr. Finnegan confer 
with the company officials in St. Louis, Washington, and Florida. 

Mr. Linx. That is correct. 

Senator Unperwoop. Have you got any testimony that Mr. Boyle 
conferred with company officials in regard to that loan in St. Louis 
or Florida ? 

Mr. Linx. I turned it over to the committee; gave them names and 
dates of the hotels where they were conferring with Mr. Boyle and 
Mr. Finnegan. 

Senator Munpr. To our committee ‘ 

Mr. Linx. Yes. 

Senator McCietian. Do we have that information ? 

Mr. Fianacan. We have that information. . What is that? 

Mr. Be.urno. We have information that Mr. Boyle and Mr. Fin- 
negan may have been in hotels at various times. 

Mr. Link. One of them may have been the Nicaro Nickel deal. 

Senator MoCietian. Mr. Boyle was not asked about that. 

Mr. Fuanacan. We have information that they stayed at the Muehl- 
bach Hotel together. 

Mr. Linx. At the Mayflower, the Muehlbach. 

Senator Munpt. What information do we have ! 

Mr. Fuanacan. That they stayed in the Muehlbach Hotel. 

Senator Munpr. If they were conferring 

Mr. Ftanacan. We do not know what they were conferring about. 

Senator Munpr. We did not have that before us. 

Mr. Be.uino. There is no question they had been in Washington 
many times. 

Senator McCLetxan. This editorial that they had been in Washing- 
ton, St. Louis, and Florida 

Senator Unprerwoop. Implies that they conferred about this loan. 
Now, my recollection is that Mr. Boyle said they did not confer about 
the loan; that he did not talk with them about the loan. 

Senator McCieitian. Let us proceed to ask the witness what he 
knows about those things as facts to his knowledge. 

Senator Unperwoop. Do you know whether any such meetings took 
place? 

Mr. Linx. Yes, sir; at Blauner’s home in Miami, Boyle and Finne- 
gan were down there. 

Senator Nrxon. I could not quite hear you. 

Mr. Linx. At Blauner’s home. 

Senator Nixon. Did you say Mr. Boyle and Mr. Finnegan visited 
the Blauner home in Miami? 

Mr. Lryx. Oh, yes. 

Senator Nixon. Mr. Boyle has been at the Blauner home in Miami? 

Mr. Linx. Yes, sir; that is what I understood. 
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Senator Munvr. Have you turned information to that effect over 
to the committee ¢ 

Mr. Linx. No, I don’t think I have. 

Senator Munpr. I never heard about it. I would like to ask Boyle 
about that. 

Senator McCietian. Give us the approximate date, will you please, 
sir? 

Mr. Link. I will look it up; I have got my notes. 

Senator McCrenian. And furnish it to the committee; and any 
other dates or places. 

Mr. Link. Well, Senator 

Senator McCLetitan. That you may have. 

Mr. Link. Well, Senator, there are lots of them, but they go over 
into other subjects, like the Nicaro Nichel deal; like meetings at the 
Waldorf-Astoria. 

Senator McCLetitan. Not whether they go over—the point is we 
want to know about these meetings so that Mr. Boyle may be recalled, 
and let us find out what connection it had with it. That is what I 
wanted to find out. 

Senator Nixon. In connection with Senator McClellan’s point— 
if you will yield, Senator—on Senator McClellan’s point, the com- 
mittee is interested, Mr. Link, not only in Mr. Boyle’s dealings in the 
American Lithofold case and the $8,000 that he did or did not receive 
from American Lithofold, but the committee is interested in any deal- 
ings that Mr. Boyle may have had after he became the : acting chairman 
of the Democratic National Committee in February and for that rea- 
son—— 

Mr. Linx. Yes, sir. 

Senator Nrxon (continuing). I think any information that you have 
on these matters would be of interest to the committee because those 
are the matters, as was pointed out in the hearing yesterday, were 
estimated by Mr. Siskind to be valued at $158 000 that he had re- 
ceived; and Mr. Boyle to date has received, as a result of that, approxi- 
mately $40,000 for most of the transactions, and we are interested in 
any impropriety that was involved there, if there was any. 

fr. Linx. There are a lot of ramifications to this thing; I don’t 
know what to start on. I mean, it goes into different departments of 
the Government, and the investigation is half completed on some of 
them, and it would not be fair to come out with too much. 

Senator Nixon. That is right. 

Mr. Linx. On the Nicaro Nickel deal, why, that is simply explained. 
We had an informant tell us. 

Senator Hory. You need not go into that now. 

Senator Munpr. Let us get a little background on it. It is a new 
one tome. 

Mr. Link. Nicaro. 

Senator Munpr. Just a quick story. 

Senator McCietian. Did it involve Boyle? 

Mr. Link. Well, according to our informant it did. Now, our in- 
formant, I am sure I can get him before you—I think I can. 

Senator Munpr. You said you could get him before us 2 

Mr. Linx. I think I can. 

Senator Hory. Let us not get into ramifications with unnamed 
people. 
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Senator Nrxon. You will furnish the name of the informant to the 
chairman or the staff so that the committee may subpena the infor- 
mant ? 

Mr. Linx. Yes. 

Senator Hory. All right. 

Senator McCietian. You can and will do that? 

Mr. Linx. Yes. 

Senator UNpErwoop. Now, then, proceeding, you say that— 

Suddenly the RFC directors reverse the decision of the St. Louis office and of 
the Review Board and Washington and approve the initial installment of a loan 
which ultimately totals $565,000. At about the same time, both Mr. Boyle and 
Mr. Finnegan began receiving monthly checks from the company. 

Now, that to me indicates that they received the checks after the 
loan was executed. Is that what it would mean to you? 

Mr. Linx. It came about the same time, as I recall the dates. 

Senator Unperwoop. Of course, Mr. Boyle testified, as I under- 
stand it, that the checks were received before the loan was executed, 
and by the time the loan was executed he had no connection with the 
Government; that he had quit the practice of law—I mean with the 
Lithofold Co. 

Mr. Linx. That is not correct, Senator. 

Senator Nrxon. Senator, I have got the facts right in front of me, 
prepared by the staff. 

Senator Unperwoop. Before he became national chairman. 

Senator Nixon. Just a moment on that point, too, so that we can 
get the record absolutely clear. On Mr. Boyle’s testimony yesterday 
the facts are these: The first tangible evidence of any contract of em- 
ployment between Mr. Boyle and American Lithofold Co. occurred 
on February 17. 

Mr. Link. That is right, sir. 

Senator Nrxon. That was the date that the first check was drawn 
for—February 17, 1949. 

Mr. Linx. 1949; yes, sir. 

Senator Nixon. He was placed on the payroll on a semimonthly 
basis on February 17, 1949, at $500 a month. The first check, how- 
ever, issued on February 17—and this may explain the confusion to 
an extent—covered payments from February 1, 1949. In other words, 
it went back to cover the period to February 1, 1949. 

Mr. Boyle made the appointment at the RFC on February 28, 
1949. On March 3, the loan was granted—March 3, 1949. 

Mr. Linx. First instalment. 

Senator UNpERWoop. $80,000. 

Senator Nrxon. That was the one mainly in controversy. If you 
are referring to the $565,000 loan you are entirely correct. But on 
March 3, 1949 , the $80,000 loan was granted. 

In order for the record to be clear, Mr. Boyle stated on the stand 

yesterday that at the time he made the call, at the time that the loan 
was granted, he was acting national chairman for the Democratic Na- 
tional Committee without | pay. 

Mr. Linx. Yes. 

Senator Nixon. And, as a matter of fact, the call was made from 


ithe office of the then nominal national chairman, Mr. McGrath, who 
later resigned. 
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Mr. Link. I see. 

Senator Hory. All of that is in the record. 

Senator Unperwoop. I have nothing further. 

Senator Nixon. I think it was worth repeating, though, there was 
some confusion. 

Senator Hory. Well, I think you gentlemen sum up a lot. You 
make a summary of it, like making a jury speech every few minutes. 

Senator Nixon. You know, you may do the same thing to us. 

Senator Hoey. I have not so far. 

Senator McCieixan. I may say to you, Mr. Link, that I share the 
responsibility for your presence here today. 

Mr. Linx. Yes, sir. 

Senator McCietian. I am willing to take the full responsibility 
for it. 

Mr. Linx. Yes, sir. 

Senator McCrie.tuan. Because it has been testified by Mr. Boyle 
that he told you, before this article was published, that he had severed 
his connections from the company and from the law practice. 

Mr. Linx. That is right. 

Senator McCuetian. And that he told you when you asked him 
about the $8,000 that he had only received $1,250. 

Now I have not seen all of the article. I have before me now only 
the first article—I assume the first article that was published. 

According to Mr. Boyle and from my interpretation of his testi- 
mony yesterday, his absolute denial under oath that he had received 
money as related in this article, and not having seen the newspaper 
articles, but assuming that the publication had been made as was 
revealed to the committee, without the article before me I took the 
position and said to Mr. Boyle that he was either perjuring himself 
before this committee or that he had been deliberately libeled and 
slandered. I am of that opinion still. 

It is not my personal interest in this matter—I am not interested in 
the St. Louis Post-Dispatch or Mr. Boyle as institutions or as indi- 
viduals, but I am interested in what I conceive to be the public interest, 
and in this hearing the purpose of it is to find out the truth if we can. 

Mr. Link. Yes, sir. 

Senator McCietian. For that reason I asked Mr. Boyle very point- 
edly, and I would like to read his testimony to you at that point and 
ask your comment and ask questions about it. 

Mr. Linx. All right, sir. 

Senator McCLetian. Again, my interest is—I wanted Mr. Boyle’s 
help in doing it and I earnestly solicit yours in doing it—— 

Mr. Link. Yes, sir. 

Senator McC Letian (continuing). To make this record speak the 
whole truth when it is through. 

Mr. Linx. Yes, sir. 

Senator McCLetian. So that we may have the truth before us when 
we pass judgment, come to conclusions, and report those conclusions 
as public servants of the people to the Congress and to the country. 

Mr. Link. Yes, sir. 

Senator McCuen.an. That is the only interest I have in it. 

I asked Mr. Boyle this question, if you will follow me, please, Mr. 
Link. 
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Mr. Linx. Yes, sir. 
Senator McCrietxan. I asked Mr. Boyle this question yesterday, 
and I am quoting: 


Senator McCLetian. Mr. Boyle, with reference to this St. Louis Post-Dispatch 
article—and there were probably several, I did not follow them closely, but I 
would think this one would be sufficient for the purposes that I am inquiring 
about, at least—have you contacted the St. Louis Post-Dispatch or any of its 
officials or managers, editors, with reference to this article, and apprised them 
of the fact that it was false? 

Mr. Boyte I informed one of their representatives prior to the printing of 
the article that I had not been paid $8,000 by American Lithofold; that I had 
been their legal counsel in Washington for 24% months, and had received $1,250. 

Senator McCLeL.Lan. Can you identify that representative for us? 

Mr. Borie. His name was Link. 

Senator McCLeLtian. Link? Do you know his initials? 

Mr. Boyte. No, Senator. 

Senator McCLetitan. Do you know who is the author of the articles in the 
Post, the St. Louis Post-Dispatch? There is another Post. 

Mr. Boye. I don’t know. 

Senator McCLetLan. You do not know who is the author of it? 

Mr. Boyte. No; I presume it was Link. 

Senator McCLetian. You assume it was Link? 

Mr. Boye. That is right. 

Senator McCLELLAN. Have you undertaken to find out? 

Mr. Boy1e. Senator, this is a matter that I have discussed with legal counsel, 
and the possibility of some legal action in the matter 

Senator McCLELLAN. That is what I wanted to find out. 

Mr. Boyte. Yes. 

Senator McCLeL_Ltan. Have you demanded of the Post, the St. Louis Post- 
Dispatch, a retraction of the article and an apology? 

Mr. Boyte. That is in the hands of my counsel, Senator, and I have not, no. 

Senator McCLeLLan. Well, I am trying to make this record clear. 

Mr. Boyte. Yes. 

Senator McCLeL_LaNn. Do you consider that the articles, in view of the fact 
that you say they are false and untrue, do you consider them libelous and 
slanderous of your character—the imputations that flow from it, the implications? 

Mr. Boye. I do. 

Senator McCLeELLAN. I want to say to you that either you are perjuring your- 
self or, in my judgment, it is a deliberate slander. 


That is what I want to find out. 

Mr. Linx. Yes, sir. 

Senator McCtetian. If I can. 

Mr. Linx. Well, we hope that—we do not like to slander anybody. 
He hasn’t taken any action. 

Senator McCie.uan. I am sure that your paper would not want to, 
that is all right, but it has come to public attention, public notice, an 
official responsibility now rests upon us to find out the truth, if we 
can. 

Mr. Linx. Yes, sir. 

Senator McC.e.uan. JI hope you will be as helpful as you may. 

I want to ask you, are you prepared to swear—first, I will ask you, 
you are the author of the article that appears in the St. Louis Post- 
Dispatch of July 25, 1951, the article that has been exhibited to you? 

Mr. Linx. Yes, sir. 

Senator McCuierian. That article starts off with the headline, 
“Democratic Chief Boyle paid $8,000 by company after RFC loan.” 

Mr. Link. Yes, sir. 

Senator McCretan. Is that correct as to the article? 

Mr. Linx. Yes, sir. 
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Senator McCue.ian. Are the implications in that, as you would 
say, if not the express declaration to the effect that after the company 
got the RFC loan, the Lithofold Co. paid Mr. Boyle $8,000? 

Mr. Linx. Yes, sir, I think—— 

Senator McCrevian. That was the information—— 

Mr. Linx (continuing). We had—— 

Senator McCuevian. That you intended to convey to the public? 

Mr. Linx. Yes, sir. 

Senator McCietian. By medium of the press? 

Mr. Linx. Yes, sir. 

Senator McCietian. By medium of this publication, is it not? 

Mr. Link. Yes, sir. 

Senator McCie.tuan. You intended to convey that impression? 

Mr. Linx. Yes, sir. It was part of the picture, part of the story. 

Senator McCietian. All right, if you are right about it, that is 
all I want to know. 

Mr. Linx. Yes. 

Senator McCLe.tLan. Now, the first column, the first paragraph of 

your article says, “Mr. William M. Boyle, Jr.”"—I am quoting from 
the first paragraph of the article— 
Mr. William M. Boyle, Jr., chairman of the Democratic National Committee, 
was paid $8,000 by a St. Louis printing firm whose transactions with former 
Collector of Internal Revenue James P. Finnegan are being investigated by a 
Federal grand jury here, the Post-Dispatch learned today. 

Is that your report? 

Mr. Linx. Yes, sir. 

Senator McCietian. The article? 

Mr. Link. Yes, sir. 

Senator McCietian. May I ask you this question: Are you pre- 
pared to swear before this committee now that you know of your per- 
sonal knowledge that the statement there made in the article is true? 

Mr. Linx. Yes, sir. 

Senator McCietian. You are swearing? 

Mr. Link. Yes, sir. 

Senator McCietian. That you have personal knowledge that that 
statement in the article is true? 

Mr. Link. So far as my personal knowledge goes. I do not know 
anything about his bank account, Mr. Boyle’s bank account. 

Senator McCre:zan. I do not care whether he had a bank account 
or not. The question is, do you know that the statement made there 
that he was paid $8,000 by this company, the Lithofold Co., is true— 
do you know that of your personal knowledge? 

Mr. Linx. Not my personal knowledge. According to the—— 

Senator McCrietxian. That is all I asked. 

Mr. Linx (continuing). The best information we had, the most 
reliable. 

Senator McCriexxian. Then the article is based upon information 
that you received from others? 

Mr. Linx. That is right. 

Senator McCieiian. I am not asking their names. It is based 
upon information you received from others and is not a fact of your 
own personal knowledge to which you can testify under oath? 

Mr. Linx. Well, I wouldn’t have to be a party to it, Senator. 





996 INFLUENCE IN GOVERNMENT PROCUREMENT 


Senator McCrietxan. I am not at all—I am asking you, can you an- 

swer that simply—I am trying to make the record just as clear as I 
‘an. Iam not trying to—— 

Mr. Linx. I ama reporter; I mean, I just report. 

Senator McCieiian. I do not care. You are a reporter; you can 
swear you know or do not know of your personal knowledge—that 
is all I am asking you. 

Mr. Linx. Acc ording to the best information available from the 
most reliable source we could get, that is true. 

Senator McCretxan. I think that is correct. That is all I want 
the record to show; but the fact is, and I want you to say so if it is 
true, that you of your own personal knowledge cannot swear that that 
is true. 

Mr. Linx. Well, I was not following the checks or the money ; no, sir. 

Senator McCietian. That is right. You could not of your own 
knowledge say, “I saw it paid,” or anything like that ? 

Mr. Luxx. No. 

Senator McCietxian. You do not know then, do you? 

Mr. Linx. No. 

Senator McCLetian. So the article is based upon information that 
you received about the transaction and relationship which you con- 
sidered reliable ? 

Mr. Linx. Yes, sir. 

Senator McCLe.ian. Sufficiently so? 

Mr. Linx. Yes, sir. 

Senator McCrievitan. That you were willing to publish it as a fact 
in the paper and your editors, or whoever your superiors are that 
are responsible ultimately for the publication, they were willing and 
did 

Mr. Linx. Yes, sir. 

Senator McC LeL.ian (continuing). Assume the responsibility for 
publishing it as a fact? 

Mr. Linx. Yes, sir. 

Senator McC.etian. Now, may I ask you this question: Mr. Boyle 
said that itis untrue. If the article is untrue, if that fact stated there 
is untrue, would you consider it libelous if the same article in char- 
acter was published against you ? 

Mr. Linx. Yes, sir. 

Senator McCiexxan. So it is either true or it is a slander and libel, 
is it not, from your own opinion ? 

Mr. Linx. Yes, sir. 

Senator McCiettan. That is right. Now you will not—you do 
not wish to give to the committee ‘the source of that information so 
that the committee may subpena the authors of the statement to you 
and place them under oath in order that we may explore and exhaust 
every means we can to get in this record the absolute truth without 
anything being w ithheld and left to speculation or surmise ? 

Mr. Linx. As I said, I would like to, but I am not able at this time 
to do so. 

Senator McCre.xian. Is that because of the immunity you feel that 
the press has and must maintain in getting sources—in getting infor- 
mation from different sources ? 

Mr. Linx. I don’t know. 

Senator McCieiian. Is that the reason? 
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Mr. Link. That is the reason; yes, sir. We would dry up all of 
our sources. W hy, it would just be fatal. 

Senator McCuetian. I am not passing on that at the moment, but 
I wanted you to state the reason. 

Do you hesitate to do it for any other reason / 

Mr. Linx. No, that is the chief reason, yes. 

Senator McCuetian. That is the chief reason. Is there any other / 
Now that becomes a question here. 

Mr. Linx. Because I promised them, too. 

Senator McCiettan. You promised them. You got the informa- 
tion in confidence ¢ 

Mr. Linx. That is right. 

Senator McCieunan, And promised you would not reveal the 
source / 

Mr. Linx. That is right. 

Senator McCie.tian. May I ask you this question: Would you re- 
veal that information to a grand jury investigating the circumstances, 
investigating the case / 

Mr. Linx. If I was released from the confidence, yes. 

Senator McCLe.ian. If not released, you would take the same posi- 
tion before a grand jury / 

Mr. Linx. Yes, sir, and I have. 

Senator McCLeLian. Sir / 

Mr. Linx. And I have, too. 

Senator McCietian. That you have / 

Mr. Link. Yes. 

Senator Nixon. Did he say that he had done so 

Mr. Link. Not on this case, on other cases. 

Senator Nixon. Other cases‘ 

Mr. Linx. Yes. 

Senator McCuetitan. Maybe I did not quite understand. You s 
you have done that in the past in some cases / 

Mr. Link. That is right. 

Senator McC.ecitan. Got permission and then revealed it to the 
grand jury ¢ 

Mr. Link. Either got permission or just declined. 

Senator McC.eiian. I did not get that. 

Mr. Linx. Either gotten permission or just declined to reveal the 
name. 

Senator McCretian. Either way. If you did not have permission, 
you declined ¢ 

Mr. Link. Yes, sir. 

Senator McCie..an. To reveal, and if you had permission you did 
reveal / 

Mr. Linx. That is right; ves, sir. 

Senator Nrxon. In what case was that? 

Mr. Linx. Oh, a number of cases up in Illinois. We had a series of 
grand juries, and they called me before them to learn the sources of 
our information. ; 

Senator Nixon. Were you cited for contempt in that instance by 
the grand jury, is that the proceeding ? 

Mr. Link. They charged me with kidnapping. 

Senator Nixon. What was the outcome of that case? 
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Mr. Linx. Oh, it was thrown out of court. 

Senator Nrxon. What was the outcome of your charges? 

Mr. Linx. Quashed by the State’s attorney and then, of course, the 
whole political picture changed. I mean, they went down in defeat, 
the people that we were fighting, the Green machine. 

Senator Horr. That is some other matter entirely. 

Mr. Link. Yes, sir. 

Senator Horry. Let us not go into that now. 

Senator Nrxon. Let me say that I think that that line of question- 
ing proved my lack of bias in this case because that resulted in a 
political defeat of the Republicans in Illinois. 

Senator Horr. That might have been a consummation devoutly to 
be desired at that time. I do not believe we have time to go into it 
now. 

Senator McCiettan. What I am trying to do here 

Senator Horr. The Senator wanted to ask one question. 

Senator Unperwoop. I have just one question, but I shall wait. 

Senator McCietizan. You say you would reveal it to the grand 
jury if you got released from your obligation of confidence ? 

Mr. Lrxx. Yes, sir. 

Senator McCietian. And are you taking this position now, may 
I ask you—are you taking this position now on your own initiative 
or is it after consultation with your superiors, and are you stating not 
only your position in declining to give it, but also the ‘position of the 
paper that you represent ? 

Mr. Linx. Both, Senator. 

Senator McCie.uan. Both? 

Mr. Linx. Yes, sir. 

Senator McCrieitian. That is what I want to get. 

Let me ask you further. In the event a suit is filed, a libel action is 
brought, would you then reveal the sources of it in the defense of that 
libel suit? 

Mr. Linx. Not unless 

Senator McCie.tian. On behalf of your paper ? 

Mr. Linx. Not unless I was released from my confidence. 

Senator McCietian. Not unless you were released from your confi- 
dence? 

Mr. Linx. Yes, sir. 

Senator McCLetian. You as a reporter would still decline ? 

Mr. Linx. That is right; yes, sir. 

Senator McCiettan. Would you reveal it on the demand of your 
employer without being released from that confidence as defense to 
a libel suit? 

Mr. Linx. No; I can work elsewhere. 

Senator McCrietian. The point is you would not release it, reveal it, 
even under those circumstances ? 

Mr. Linx. Yes, sir. 

Senator McCietian. As a reporter unless 

Mr. Linx. That is right. 

Senator McCLe.tLan (continuing). Unless those who gave you the 
information rele: ased you and consented that you might do so? 

Mr. Linx. Yes, sir. 

Senator McCretian. All I want to do is to find if you are taking 
the same position with us that you would take anywhere else. 
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Mr. Linx. Of course, a libel suit would open the thing up so wide I 
doubt if he would ever file it. 

Senator McCie ian. Iam not saying that he would. I am not say- 
ing, well, but I want to say to you, and that is the purpose, that is 
exactly the purpose of having you here; so far as I am concerned, in 
addition to trying to get the truth 

Mr. Link. Yes, sir. 

Senator McCrietian (continuing). I want to make this thing so 
plain that he will either file one or by not doing so he will satisfy me 
and a lot of the people. That is my position. 

Senator Nrxon. Excuse me. For the purpose of clarification, do I 
understand your position is that if Mr. Boyle, after you complete your 
questioning and establish the foundation, that if Mr. Boyle does not 
file a libel suit against the St. Louis Post-Dispatch that you will be 
convinced that Mr. Boyle admits the charges? 

Senator McCietian. Well, now, Senator, my statement is this, I 
am trying to get at the truth. 

Senator Nrxon. Yes. 

Senator McCietian. If the charges are sustained by this evidence, 
or if they are not sustained by this evidence—if they are sustained by 
this evidence so convincingly that Boyle will not bring a suit and open 
it up in court, then I would be convinced and I would tell him so. 

Senator Nrxon. I see. 

Senator McCienian. Or anybody else. I hope that is clear. 

Senator Nixon. Yes; I just wanted to know. 

Mr. Linx. Understand, Senator: 

Senator Munpr. That goes for me, too, I might add that. 

Senator Unperwoop. I might say since different ones are expressing 
their opinion I am ‘certainly enough of a newspaperman to think that 
Mr. Link’s position in refusing to breach a confidence on a promise he 
has made is absolutely right and that I myself have declined to reveal 
sources of information to grand juries. Also I am enough of a news- 
paperman not to be encouraging any libel suits. 

Senator McCieiian. I do not know whether I am encouraging one 
or discouraging one—it might be a matter of opinion when we get 
through what the result has been. 

Mr. Link. Senator, I want to make it clear that this thing is purely 
impersonal to me. I have only met Mr. Boyle once before in my 
life in Kansas City. 

Senator McCietian. Iam assuming that. I would not think there 
was anything personal between you and Mr. Boyle. 

Mr. Link. Yes. 

Senator McCLet.an. But there is a conflict now of sworn testimony. 

Mr. Linx. Yes. ; 

Senator McCuietian. As I see it. I want to read to you another 
statement in this article and I am quoting from the article, a paragraph 
in the article of the same date, St. Louis Post-Dispatch of July 25. 


Boyle said he was unable to estimate— 
Listen to this, Boyle said he told you the exact amount— 


Boyle said he was unable to estimate or recall the amount he had received but 
said he had been retained for about 244 months in 1949. 


The latter part of that statement— 
but said he had been retained for about 2% months in 1949— 
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is in accordance with what Mr. Boyle testified to, and you say that is 
what he told you? 

Mr. Linx. I can repeat it, it will just take about a second. He told 
me that he did not, that he had performed some legal work, but he 
could not tell, describe what it was, that he had received some re- 
muneration from them, but he did not give the amount. 

Senator McCLe.tian. Well? 

Mr. Linx. Then it went on into his statement that he had always 
tried to live right and here things like this kept coming up and that 
it did not amount to anything. 

Well, he did not give me a figure or we would have printed it, 
Senator. 

Now we talked to Mr. Boyle some time before this was ever printed, 
I think 2 or 3 weeks—3 weeks. 

Senator McCietian. You and Boyle are agreed on that, that the 
conversation you had with him was before the article was printed. 

Mr. Linx. Oh, some time, yes. 

Senator McC.Letian. You also are agreed on this, I assume, where 
you quoted in the article, “But he said he had been retained for”— 
and this is a quote in the article, “about 214 months in 1949.” 

Mr. Linx. That is right; yes, sir. 

Senator McCreiian. You placed it in the article as a quote from 
Boyle. 

Mr. Linx. That is right. 

Senator McCie.ian. That is correct ? 

Mr. Boyte. Yes, sir. 

Senator McCie ian. But I say then you and Boyle are both agreed 
on these two facts, first, that your conversation with him took place 
before the article was published—— - 

Mr. Link. Quite some time. 

Senator McC.e.ian. And second, you are agreed on his statement 
and his sworn testimony here that he had only been retained by the 
company for about 214 months in 1959, that is, that that is what he 
told you then ? 

Mr. Linx. First he did not say 214. Then I sort of tried to pin him 
down. He wound up about 21/4. 

Senator McCiet.an. Whether he said it first or after he was pinned 
down in a corner or what else, that is what he told you? 

Mr. Link. Yes, sir. 

Senator McCietxan. Now here is where the difference comes in be- 
tween his testimony, sworn to as I have read to you, and I am sure it 
appears in other parts of his testimony because he was asked very 
specifically about 1t—you say here: 

Boyle said— 


now this is not in quotations, this is just the article without quotation, 
but you say: 


Boyle said he was unable to estimate or recall the amount he had received. 


I want to ask you directly the question, did he or did he not tell you 
at that time that the amount he had received was $1,250? 


Mr. Link. He did not, Senator. That $1,250 was the statement he 
released some time later. 
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Senator McCrietxian. Had you ever heard of the $1,250 figure until 
the statement came out in the press later and subsequent to this article 
that you have in the St. Louis Post-Dispatch of July 25? 

Mr. Linx. No; I had heard of a $1,500 figure. 

Senator McCietxan. I am talking about $1,250. 

Mr. Linx. Well, that is the same figure—that is the same figure— 
some dispute on the last check that went to Boyle or Siskind. I do not 
know, but it is the same figure. 

Senator McCre.ian. I will not belabor that, but the point is what 
I am trying to determine is whether Boyle, as he testified to, gave you 
the information positively prior to the time that you wrote the article 
and it was published that he had only received $1,250. 

Mr. Linx. No, sir, no, he never did. 

Senator McCieiian. So that part—— 

Mr. Linx. He never told me that. 

Senator McCie.xan. In other words, that is irreconcilable conflict 
between what you Boyle said and what Boyle says he said ? 

Mr. Linx. Yes. Later on the $1,250 came up, after he issued his 
statement. Then that coincided with the $1,500 that Finnegan con- 
ceded he got. Boyle conceded he got that. That was because Litho- 
fold had already reported that on their income tax. 

Senator McCie.ian. I understand that. I am not talking about 
all of that after. I am trying to find out the information you had at 
the time this article was published. 

Mr. Link. We did not have that $1,250. 

Senator McCrietitan. You did not have that then and Boyle did 
not tell you? 

Mr. Linx. No, sir. 

Senator McCietian. That is all right. 

I have not been able to read any other article except this one. Here 
is another quote from the article: 

“Examiner Williams on November 10, 1949°—bear in mind that 
date is a long time after Boyle claims to have severed all connection 
with private law practice 

Mr. Linx. Yes. 

Senator McCLe.ian (reading) : 

Examiner Williams on November 10, 1949, recommended that the loan be in- 


creased by $100,000 to include an $80,000 loan granted March 3, 1949. This 
brought the total to $656,000. 


You further say in the article: 


*ayments to Boyle and Finnegan stopped after two agents of the Intelligence 
Unit of the Internal Revenue Bureau called on Finnegan here May 4, 1950. 


Let me read it again, because this is a serious conflict in what you 
published. [Reading:] 


Payments to Boyle and Finnegan stopped after two agents of the Intelligence 
Unit of the Internal Revenue Bureau called on Finnegan here May 4, 1950. 


That would be more than a year, according to Mr. Boyle, after he 
had severed all connections— 

And told him they had been assigned to investigate the affairs of his office. 

Payments stopped to Boyle after May 4, 1950. 


Are you prepared to testify under oath that you know payments 
to Boyle were not stopped until May 4, 1950? 
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Mr. Linx. 1949—I think net is a typographical error in that 
article. According to my record 

Senator McCietian. That is a very serious one, if it is. 

Mr. Linx. Yes. 

Senator McCiettan. You say it is a typographical error, do you? 

Mr. Linx. Yes; I think it is. I would have to check that. 

Senator McCrextan. Will you check and see whether it is a typo- 
graphical error? 

Mr. Linx. Yes, sir. 

Senator McCretian. If it is—— 

Mr. Linx. Finnegan—— 

Senator McCietian. This does not say Finnegan. 

Mr. Linx. Yes. 

Senator McCietian. This says payments to Boyle and Finnegan— 
both of them—not just Finnegan. Payments to Boyle and Finnegan 
stopped after two agents of the Intelligence Unit, and so forth. 

Mr. Linx. Yes. 

Senator McCrettan. Do you think that is a typographical error 
or is it not the correct date as ‘to Finnegan ? 

Mr. Liyx. I think it is a typographical error. I would have to 
check. There are so many dates and times. 

Senator McCietian. I can appreciate that. I am not trying to 
confuse you at all. I am trying to keep it clear, but I want to know 
if you have any personal knowledge about which you can testify. 
Can you testify under oath that that statement is true? 

Mr. Linx. Yes, sir. I think we got that from Senator Williams. 
If the Senator’s investigation was correct, and I am sure it was 

Senator McCrettan. You just disclosed you got that from Senator 
Williams? 

Mr. Linx. Sir? 

Senator McCietian. Did you mean to do that, or was that just a slip 
of the tongue? 

Mr. Link. That was a matter of public record. It was put in the 
Congressional Record. 

Senator McC.Letian. You got that out of the Congressional Record, 
you think ? 

Mr. Linx. That the payments—that when the agents called on Fin- 
negan they held a quick board of directors meeting at the Lithofold 
Co. ., and I do not recall right now, but there was a lot of shifting 
around of the complicated loan business of Finnegan’s, and if you 
want me to go into it, I will try to think about it. 

Senator McCrietxan. I do not want to go into details. I am trying 
to fix dates here. 

Mr. Linx. Yes. 

Senator McCue.uan. Is it not a fact that there was no such investi- 
gation in 1949, and this investigation was in 1950 when this whole 
thing exploded ? 

Mr. Linx. It could be. 

Senator MoCuettan. You were doing the investigating, and so 
forth, were you not ? 

Mr. Link. Yes. 

Senator McCietian. You got that information, you say. I think 
you are trying—lI do not think you are trying to mislead us in any 
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way or state anything untrue, but I am trying to fix a date because it is 
very important. 

Mr. Linx. Yes. 

Senator McCue ian. That is all. If it is a typographical error, 
O. K., but from the other record in the case I would think it is not. 
1 think that date is correct. I may be wrong. 

What do you think about it now? 

Mr. Lanx. Iam notsure. I'd have to check my record onit. I think 
it is 1950. I really do, because that is when Finnegan first got into 
some kind of trouble. 

Senator McCietxan. That is before anything got out in the open 
about it, is it not? 

Mr. Linx. Yes. 

Senator McCLe.ian. So far as you know. 

Mr. Linx. Yes. 

Senator McCuiewxan. I think that date is correct. I do not know, 
but I can understand you might get confused at the moment, but I 
do not believe on the basis of the record, that it is a typographical 
error. 

Mr. Link. Yes, sir. 

Senator McCuieiian. All right. Let us pass from that and assume 
that this date is correct and that it is not a typographical error. 

Would that not be false—that statement be false, if Mr. Boyle’s 
statement under oath here is true that he only received $1,250 prior to 
the time your article was published and that is all that he had ever 
received from the Lithofold Co. ? 

Mr. Linx. I do not follow you on that, Senator. 

Senator McCientian. If I have not made myself clear, this para- 
graph states that Boyle and Finnegan stopped—payments to Boyle 
and Finnegan stopped after, in other words, payments had con- 
tinued—from all implications you could give to that, payments had 
continued to Boyle and Finnegan 

Mr. Linx. Yes. 

Senator McCie.itan (continuing). Up until two agents of the 
Intelligence Unit of the Internal Revenue Bureau called on Finnegan 
here May 4, 1950. 

Mr. Linx. Yes, sir. 

Senator McCriewian. The point I am making is if Boyle’s testimony 
is true then that statement in the press is false, is it not? 

Mr. Linx. If his testimony is true, but he was, according to our 

Senator McCietitan. That would obviously be false, if his testi- 
mony istrue. ‘That is the point I am making. 

Mr. Linx. Yes, sir. 

Senator McCue.ian. I am not saying whose is true—I do not 
know, frankly, but I am pointing out what I consider in this first 
article the slanderous statements in it, if Boyle’s testimony is true. 

Now may I ask you one other question or two? Are you willing 
to contact the sources of your information which you have with- 
held, the names of those who gave you this information that you have 
up to now withheld—are you willing to contact them and seek a re- 
lease from that confidence, so that you may come before this com- 
mittee and give us those sources of information, their names, so that 
we may have them subpenaed and brought here in order to get the 
whole truth on this record ? 
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Mr. Linx. Yes, sir; I will do that. 

Senator McCietxian. Will you? Have you made such contacts al- 
ready and asked them if you will be permitted to—if they would con- 
sent for you to disclose it? 

Mr. Linx. At Mr. Bellino’s request a number of them, yes, sir. 

Senator McCie.tian. Have they consented ? 

Mr. Linx. This one came through, but that is the sole one, and the 
others, I do not know, they are still worried. I will see what I can do, 
though. I mean, we want 

Senator McCretxian. That is fine, that is all I want, for you to 
cooperate with us every way you can. 

Mr. Linx. I have tried to. I think. I mean—— 

Senator McCretian. You have not divulged that, of course, but 
that is what I want. If you will undertake to get them to release you 
so that you can come before this committee that is charged here with 
a very serious responsibility, as I see it 

Mr. Linx. My sources, they seem to take the attitude that the Sen- 
ate committee has got power enough to summon witnesses, bank 
accounts 

Senator McCiettan. We have got all of that, but we cannot sum- 
mon people—— 

Mr. Link. Income tax. 

Senator McCretian (continuing). That we do not know. Some 
of this information that they have, some records they may have seen, 
may have been destroyed—there is no way for us to find out unless 
they are willing to come here, unless they can be identified to us so 
that we can subpena them and bring them here. Here is a man in 
high position that has either been slandered or who has deliberately 
perjured himself before this committee. And it involves public mat- 
ters that the public has an interest in, and we have a responsibility in, 
and all I am trying to do is to get this record complete, thorough, 
and truthful. 

Mr. Linx. Yes, sir. 

Senator McCLetian. So that we can make a decision that is just on 
the record. 

Will you try to do that as early as possible ? 

Mr. Linx. Yes, sir: I will. I certainly will. 

Senator McCiettan. And will you keep in contact with the com- 
mittee—— 

Mr. Link. Mr. Flanagan ? 

Senator McCtenian. Counsel and keep us advised ¢ 

Mr. Linx. Yes. 

Senator McCretian. And those that will release you, will you give 
him their names so that we can immediately have them subpenaed? 

Mr. Linx. I will, sir. 

Senator McCriecian. Thank you. 

Senator Hory. The Senator wants to ask a question. 

Senator Unperwoop. I have one or two matters that I want to ask 
about, as to the stor ies that were written by you in the St. Louis Post- 
Dispatch of July 25, 1951. You say here that the monthly $500 pay- 
ments to Boyle coe soon after the first loan was approved in 1949. 
My understanding of his testimony is that he said they began soon 
before, some little time before the first loan w as granted. 





Mr 
testir 
Se! 
woul 
Mr 
Se 
Mi 
out | 
after 
Se 
M: 
thinl 
Se 


ruar 
M 
and 


tain 
M 
Se 
AS 
press 
for a 
his f 
$500 
busir 


INFLUENCE IN GOVERNMENT PROCUREMENT 1005 


Mr. Linx. That is what I read in the papers. I did not hear the 
testimony. 

Senator Unperwoop. Would his testimony make any difference— 
would you stand on the accuracy of this statement or would you 

Mr. Linx. Yes, sir. 

Senator Unperwoop. Retract it in view of his statement? 

Mr. Linx. That is correct; it jibes with the record that they brought 
out here. What we say is it was granted after. I mean he was paid 
afterward. 

Senator UnpEerwoop. He says it was paid before. 

Mr. Linx. Well, the record speaks for itself on that, Senator. I 
think the loan first came through on March—early March, I believe. 

Senator Unperwoop. Early March. He went on the payroll Feb- 
ruary 17, did he not ¢ 

Mr. Linx. He continued through March, did he not? Into April 
and May ? 

Senator Unperwoop. You said they started after the loan was 
granted. 

Mr. Lank. Well, I imagine that is due—we were having trouble 
getting the RFC records on the thing. 

Senator Unprerwoop. I just wanted to know whether you were cer- 
tain about your 

Mr. Lenk. It was quite diflicult to get the records on that. 

Senator UnpErwoop. There is another one here. You said: 

As disclosed earlier by the Post-Dispatch, Boyle, Finnegan, and Young exerted 
pressure on the Reconstruction Finance Corporation to obtain $565,000 in loans 
for a St. Louis printing firm, American Lithofold Corp. Boyle was paid $8,000, 
his former law partner, Max Siskind, remains on the printing firm’s payroll at 
$500 a month and Finnegan receives $1,000 a month from the company as @ 
business counselor. 

Now does that mean that Mr. Boyle was paid $8,000 in addition to 
anything that was paid to Mr. Siskind? 

fr. Linx. No; half of what Siskind got—half of the total of what 
Siskind got, $8,000—he got about $16,000 or $17,000. 

Senator Unperwoop. That is all. 

Senator Hory. Senator Mundt? 

Senator Munpr. You mentioned the name of Raeburn Green, Mr. 
Link. 

Mr. Linx. Yes, sir. 

Senator Munpr. Is he the attorney for the American Lithofold 
Co.—is he the St. Louis attorney for the American Lithofold Co. ¢ 

Mr. Link. He is; yes, sir. 

Senator Munpr. Is he also the attorney for the St. Louis Post- 
Dispatch ? 

Mr. Linx. His firm is; yes, sir; and he is, too. 

Senator Munpr. The same attorney in both cases? 

Mr. Linx. Yes, sir. 

Senator Munpr. Has there been any conferences between the St- 
Louis Post-Dispatch and American Lithofold Co. that you know of 
on this case since they have the same attorney ¢ 

Mr. Linx. No, sir, none whatsoever. The only contact has been 
through me calling—say, I would call Mr. Blauner for something, then 
I'd get referred to Mr. Green, and, of course, I know him, and he 
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would, in turn, clear it with the Lithofold people, whether it should 
be released or not released. 

Senator Munpr. There is no tripartite conferences? 

Mr. Lryx. No. 

Senator Munpr. No relationships whatsoever. Do we have Mr. 
Flanagan ? 

Mr. Franacan. Yes. 

Senator Munpr. Do we have Mr. Boyle’s bank account ? 

Mr. Frianacan. No. 

Senator Munpr. So that we have the one bank account. If we could 
have the other we could check whether there was any 

Mr. Franacan. We will get the other. 

Senator Nrxon. It was from Mr. Siskind’s bank account that you 
learned that he had cash transactions totaling $24,000 ? 

Mr. Fianaaan. Yes, sir. 

Senator Nrxon. Over the 2-year period ? 

Senator Munpr. How did we get that, by subpena ? 

Mr. Franacan. Subpena from the bank. 

Senator Munpt. We subpenaed the bank for Mr. Boyle’s bank ae- 
count ? 

Mr. FianaGan. No, but we are going to. 

Senator Munpr. We are going to? 

Mr. Fuanacan. Yes. 

Senator Munpr. In this article, Mr. Link, you started in answer to 
a question that Senator McClellan asked you, not particularly rele- 
vant, but you started to discuss in more detail, I believe, what you 
meant by this paragraph. So I will read the paragraph and then let 
you elaborate on it to the extent that you have authoritative informa- 
tion. It was right after this May 4, 1950 or 1949 date, whichever it 
develops it was. 

Next day a special meeting of the corporation directors was hastily called to 
“unscramble” the company’s records on payments to Finnegan. Both Finnegan 
and the corporation had reported some payments to him in their income tax 
returns. 

Can you give any further information ? 

Senator McCretian. May I ask, you say the next day—after what 
day? 

Senator Munpr. I said after May 4, 1950, or 1949, because we do 
not know which date it was. 

Senator McCreiian. All right. 

Mr. Linx. We obtained that from Senator Williams’ charges on 
the floor of the Senate, the data about the unscrambling—that was his 
investigation. 

Senator Munpr. Can you throw any additional light on the special 
meeting of the corporation directors—did you find any other informa 
tion that you believed to be authoritative that you can give us on that ? 
That is a new element in the picture, so far as I am concerned. 

Mr. Linx. Just from the employees, and they are not very definite, 
that the books were altered and changed around, to change the record 
to conform with various things. And they left the $1,500 record, 
showing Finnegan getting $1,500, because they had already reported 
that $1,500 payment to Mr. Boyle. : 
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Senator Munpr. You have never been able, have you, Mr. Bel- 
lino—— 

Mr. Fianacan. Mr. Bellino is out, but maybe I may be able to an- 
swer your question. 

Senator Munpr. Have we been able to find any evidence or records 
of previous bookkeeping accounts of any kind which might have ante- 
dated the snceruadiennt 

Mr. FianaGan. You are talking about the Boyle accounts now ? 

Senator Munor. I am talking about the American Lithofold. 

Mr. Fianacan. The Boyle accounts on the American Lithofold 
books ? 

Senator Munpr. The whole bookkeeping apparatus. After all, if 
they rigged the books, why, a lot of the information we have got here, 
of course, is not very pertinent or valuable. 

Mr. Fianagan. | believe there is some indication, Senator, that they 
changed the minutes of a meeting with regard to Finnegan’s handling 
of that loan with the Tower Grove National Bank which he described 
when he was here. 

Senator Munpr. He also referred to it in the later paragraph which 
would verify that part of the Post story. It says later minutes of the 
directors’ meeting were “corrected,” and the certificate for 120 shares 
of Lithofold tou with a par value of $12,000 which had been issued 
in the name of Finnegan’s wife, was canceled, which certificate was 
issued for the same number of issue to persons within the ee 
I mean, if they were rigging the minutes and rigging the books, 
would be certainly very valuable if we could find out what took sie e 
before the distortions were made. 


Senator Nixon. In that connection, Mr. Chairman, if the Senator 
will yield, 1 have before me a memorandum which was prope yared by 


the staff, I think by Mr. Bellino, which indicates that the staff investi- 
ration shows that the initial record of the telephone call from R. J. 
slauner in Washington to Homer Stanhope at St. Louis relative to the 

issue of the first check to Boyle has disappeared. Is that correct ? 

Mr. FuanaGan. If that is what it says, it is true; yes, sir. 

Senator Nixon. That is another indication, apparently, which 
might have been referred to in the record. 

Senator Munpr. Have we exhausted every resource available to us 
for trying to get behind these records, back beyond the date when they 
were changed or rigged ¢ 

Mr. Fianacan. We are still working on it. 

Senator Munpr. Still working on it/ 

Mr. Fuanacan. Yes, sir. 

Senator Munpr. That is certainly very pertinent in this case. 

One phase of this whole transaction that has disturbed me a great 
deal and caused me a lot to raise my eyebrows frequently. I have 
never read about it in any of your articles, Mr. Link, but the fact that 
when Mr. Boyle ceased getting checks directly, and after he had en- 
dorsed the last check which he endorsed, which was on April 
1949, that the next three or four checks were issued to a Sam Siscon, 
and it is very difficult for me to understand such a lackadaisical ar- 
rangement of retainer, that you do not know his first name and cannot 
spell his last name. 

I wonder if you could shed any additional light on that curious, 
highly curious transaction. 
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Mr. Linx. About all I know is that Mr. Blauner told me during a 
talk I had with him one day, when we were looking over those checks, 
that Blauner or Controller Stanhope, or both—no, it was not Stan- 
hope, he was not there—Mr. Blauner told me that the name had been 
obtained over the telephone from Washington, and the girl who took 
it down spelled it wrong in the first place and got confused on the 
first name. They did not know him, even. I mean, they just took 
the name, and two or three checks were issued, we have got copies 
of them. 

Senator Munpr. Did Blauner say that he was the author of that 
phone call from Washington ? 

Mr. Linx. I think he said that Mr. Green called up. 

Senator Munpr. Mr. Green called up? 

Mr. Link. Yes. 

Senator Munpr. The St. Louis office? 

Mr. Linx. The St. Louis office or Mr. Green’s secretary. I am not 
certain on that. 

Senator Munpr. That is about the general kind of confused expla- 
nation we have had on it. I wonder if we could find something more 
specific. 

Mr. Linx. They did not know Mr. Siskind, they knew nothing 
about him, did not know how to spell his name, and they just took 
this name over the phone and spelled it wrong and gave it the wrong 
first name. 

Senator Munpr. Those are all of the questions, Mr. Chairman, but 
I would like to make a little summary, and you may not like it, so I 
want you to listen to it. Iam not going to ask another question, but 
I am prepared to make a little summary. You may not like it. 

Senator Hory. No. 1 or No. 2? 

Senator Munpr. This will be No. 1. It is not exactly a summary, 
but it is this. 

I do not like to have witnesses who have appeared before this com- 
mittee endeavor to put words in the mouth of the committee or to 
indicate that as a consequence of their appearance here they have either 
been indicted or acquitted or vindicated. 

So when I read in the morning press Mr. William M. Boyle, appar- 
ently, speaking in the committee room after he left—after the hear- 
ings were concluded yesterday—is quoted as saying that the committee 
had vindicated him. 

I want to say that, speaking from the standpoint of the senior Sena- 
tor from South Dakota, there was nothing that transpired at these 
hearings yesterday which in any way vindicated Mr. Boyle. 

I want to say also, speaking for myself, there has nothing occurred 
which indicted or convicted him, but I think it was highly improper 
for him to give a press release indicating the committee had cindiceted 
him. 

If any committee member did so express himself, he can be quoted 
as such, but, as far as I am concerned, there are many loose ends to 
this case on which we have had highly unsatisfactory explanations. 
The case is still open. Nobody has been vindicated. 

I am just speaking for myself. 

Senator Hory. I may add, so far as I am concerned, no statements 
were made by me touching the matter in any way, either in vindication 
or in conviction of Mr. Boyle or anybody connected with it. 
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Senator Munpr. I was sure of that, and I am glad you said that, 
because this was in an article on another page on which your picture 
appeared with Mr. Boyle. I did not want that implication to be 
carried on. 

Senator Horry. I do not know whether they got in the picture of 
Senator Nixon and Mr. Boyle or not. I do not know whether they 
got that in or not. I think we better have that added. 

Senator Munpr. He was not in the picture I saw. 

Senator Nixon. There was a picture taken of me with Mr. Boyle, 
shaking hands with him. We were not discussing this case. 

I want to say that no implication should be drawn—and I think 
it is quite obvious from my questioning—that I think that Mr. Boyle 
has been vindicated by the record up to this point. 

Senator McCietian. You think he has? 

Senator Nrxon. I said no implication that he has been vindicated. 

Senator Horry. I have followed the following policy as chairman of 
this committee: I have made no statement whatever even in vindi- 
cation or in conviction of Mr. Boyle, as I would not do with anybody 
else, until the hearing was concluded and have all of the facts dis- 
closed, when we have reached some conclusion. 

Senator Munpr. I was sure that was the case. I was not implying 
that you had. 

Senator McCietitan. Why do you not make it more sure about all 
of us? I will have to summarize. 

Senator Munpr. I will make it sure that it is all of the committee, 
unless somebody wishes to voice a contrary opinion. 

Senator Hoey. I think that is unanimous. 

Senator Nixon. The Chair does not mind if I ask some questions 
now ¢ 

Senator Hory. I said Senator Nixon. I was not asking you to 
make a speech. 

Senator Nixon. The Chair, of course, would grant that, at least, 
speech No. 2. 

Senator Hory. J thought you had some questions. All right. 

Senator Nixon. | have. 

Mr. Link, at the outset of the questioning today you did indicate 
that you had been working for the St. Louis Post-Dispatch ¢ 

Mr. Link. Yes, sir. 

Senator Nixon. Since apparently the question at issue—and let 
me say, incidentally, that I think as this investigation has broadened 

in scope, this has become one of the many issues, but possibly not the 
major issue in this case at this point—certainly from the standpoint 
of the amount of money that Mr. Boyle received, when you compare 
$8,000 with $100,000 or $150,000, it does not appear as important as it 
might appear at this moment. 

Mr. Link. Yes, sir. 

Senator Nixon. But, nevertheless, what has been drawn into ques- 
tion is your ability as an investigator and as a reporter. 

Could you give me in just a few words what experience you have 
had as an investigator in this field? I mean, is this the first case 
of this type that you have undertaken? You indicated that you had 
a case in Illinois. Do you have any other cases that you could tell 
the committee about in just a word ? , 
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Mr. Linx. Lots of them. I mean, I started in the newspaper busi- 
ness in 1924; was on the Star. That later became the Star-Times. 
Then I left the Star in 1933 and worked for the Bar Associations 
of Missouri and St. Louis, National Lead Co., Metropolitan Life, 
breaking a silicosis racket down in southeast Missouri, worked on that 
4 years, then went to the Post-Dispatch, and have been on all kinds 
of cases, crime, murders, investigations, political, all types, mostly 
along the line that I am describing. 

Senator Nixon. You indicated a moment ago that you might have 
had some experience in libel suits. Was that experience personal or 
something that you may have read about? 

Mr. Linx. Oh, yes; we have had some libel suits, and have investi- 
gated quite a few of them. 

Senator Nrxon. You have? 

Mr. Link. Yes, sir. 

Senator Nixon. You indicated that so far as your opinion was 
concerned that you were rather doubtful that a suit would be filed in 
this instance ¢ 

Mr. Livx. I doubt it very much myself. That is my personal 
opinion. 

Senator Nixon. As a matter of fact, since an indication has been 
made that possibly the filing of a suit would determine whether or 
not Mr. Boyle considered your charges libelous or whether or not Mr. 
Boyle was or was not telling the truth, you would agree, would you 
not, that the mere filing of the suit would not mean too much unless 
it was brought to action ? 

Mr. Linx. Yes, sir. 

Senator Nixon. Many libel suits are filed that are never brought to 
action ? 

Mr. Linx. Oh, yes; lots of them; yes, sir. 

Senator Nixon. Is Mr. Bellino here? 

Mr. Beturno. Yes. 

Senator Nixon. I am referring again to the staff, to the memoran- 
dum which I have before me, prepared at my request. 

Do I understand, Mr. Bellino, that you or some member of the 
staff—possibly I should put this question to Mr. Flanagan—do I 
understand that you, Mr. Flanagan, or some member of the staff have 
already interviewed Miss Boone; is that the name? 

Mr. Furanacan. Yes. She has been interviewed. 

Senator Nrxon. Who interviewed her on our staff ? 

Mr. Fuanacan. I believe Mr. Bellino. 

Senator Nixon. Mr. Bellino. Since Miss Boone will be a witness, 
since Mr. Link has testified concerning his recollection as to what Miss 
Boone’s statement was to him, I would like to know what Miss Boone 
told to our investigator, or I have before me the written record—can 
I read this and see if this is substantially what was told the investi- 
gator? ; 

Mr. Betiino. I might say 

Senator Hory. Just a moment. Do you not think it would be 
proper to let Miss Boone come in first and then do that? 

Senator Nrxon. I am willing to do that. 

Senator Hory. I think that would be better. I do not think we 
ought to anticipate her as a witness. 
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= Senator Nixon. We anticipated her a moment ago. 
se. Senator Hory. That was just getting the information as to who 
a it was. I think it would be entirely proper when she comes as a 
e, witness to use that. 
at Senator Nixon. All that I can say at this time is that the statement 
ds that Miss Boone gave our investigators bore out the statement that 
ly she gave to you. 

Mr. Linx. It did. 

we Senator Nixon. Now, further, from the standpoint of investigation 
or I pointed out a moment ago that there was, according to our staff’s 
‘ study to date, $24,000 in cash which showed up as a result of the in- 
A- vestigation of Mr. Siskind’s bank account which had not been thor- 


oughly investigated up to this time. 
Mr. Fuanacan. That is right. We are still in that process. __ 
Senator Nixon. Let me suggest as one further line of investigation 


as this item, and this shows the necessity for and I think the advisability 
in of obtaining the full income-tax return: On Mr. Siskind’s income-tax 
returns for the years 1949 and 1950, there were listed forwarding fees 
al in addition to the so-called forwarding fees paid to Mr. Boyle in the 
sum of $33,000 in 1949 and in the sum of $28,000 in 1950, a total sum 
mn of $61,000. When Mr. Siskind was on the stand we had an oppor- 
Or tunity to question him just briefly about those fees, and his answer to 
rr. the question was that they were just paid to attorneys who sent him 
mu cases. 
SS I think it would be well for the staff to investigate as much as pos- 


sible that very, very substantial payment of money to attorneys, to 
see whether or not any of the people to whom that money was paid 
to had any connection with Mr. Boyle. 

When you were using the term $8,000 in the story, did I under- 
stand you to say that you considered that one-half, approximately, of 
the total fee? 

Mr. Linx. Yes, sir. 


n- Senator Nrxon. That had been paid in this case? 

Mr. Linx. Yes, sir. 
1e Senator Nixon. In other words, on the basis of the information you 
I received from your informants, you assumed that Mr. Siskind, then, 
ve got $8,000, also? 


Mr. Link. Yes, sir. 

Senator Nixon. Let me ask you this question, also, in that connec- 
tion: You were aware of the testimony that Mr. Boyle and Mr. Siskind 
gave in regard to how they handled this transaction on their income- 

S, tax returns? 


Ss Mr. Linx. I read it; yes, sir. 

ne Senator Nrxon. Do you recall that Mr. Siskind pointed out in an- 
in swer to testimony that he did not earmark these funds that were re- 
1- ceived from the so-called Boyle cases, the 23 cases that he claimed 


to have sold, and leaving out the one case, and the only case which he 
claimed not to have sold? 
re Mr. Link. Yes. 
Senator Nixon. You will note, also, that what Mr. Siskind did—— 
Senator Hory. That is a vote. Have we about finished ? 
ve Senator Nixon. Yes: I have about. 
Senator Hory. You may be excused. 
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Senator McCietian. Are you saying you are finished ¢ 

Senator Horr. Yes. 

Senator McCie.ian. I want to ask one other question. 

Will you check immediately and let us know whether that date May 
4, I believe it is, or May something, 1950, is correct, or if it is a typo- 
graphical error ? 

Mr. Linx. Yes, sir. 

Senator Nixon. Let me say I want to make it clear I had not finished 
questioning Mr. Link. However, I do not want the newspapermen to 
go through what they did the last few days, and any further questions 
I have, they can be developed at a later session with Mr. Link. 

Senator Horry. Thank you for appearing. You are excused. 

(Whereupon, at 4:45 p. m., the subcommittee adjourned, to recon- 
vene at the call of the chairman.) 
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WEDNESDAY, OCTOBER 3, 1951 


Untrep States SENATE, 
INVESTIGATIONS SUBCOMMITTEE, 
CoMMITTEE ON EXPENDITURES IN 
THE Executive DEPARTMENTS, 
Washington, D.C. 

The subcommittee met, pursuant to adjournment, at 11:15 a. m. in 
room 357, Senate Office Building, Senator Clyde R. Hoey (chairman 
of the subcommittee) presiding. 

Present: Senator Clyde R. Hoey, of North Carolina; Senator John 
L. McClellan, of Arkansas; Hubert H. Humphrey, of Minnesota; Jo- 
seph R. McC ‘arthy, of Wisconsin; Senator Karl E. Mundt, of South 
Dakota; and Senator Richard M. Nixon, of California. 

Also present: Francis D. F lan: agan, chief counsel; Howell J. 
Hatcher, chief assistant counsel; Carmine S. Bellino, accounting con- 
sultant; Jerome S. Adlerman, assistant counsel; William A. Leece, 
assistant counsel; Walter L. Reynolds, chief clerk; and Ruth Young, 
clerk, 

Senator Horny. The subcommittee will come to order. 

Miss Janet Boone will take the stand. Miss Boone, would you 
stand up just a minute. Hold up your right hand. Do you solemnly 
swear that the evidence you give in this hearing shall be the truth, 
the whole truth, and nothing but the truth, so help you God? 

Miss Boone. I do. 

Senator Hory. Have a seat. Give your name and -address to the 
reporter. 


TESTIMONY OF JANET BOONE, OF ST. LOUIS, MO. 


Miss Boone. Janet Boone, J-a-n-e-t B-o-o-n-e, St. Louis. 

Senator Hory. By whom are you now employed ? 

Miss Boone. Mr. W.R. Bendy. He is a consulting cement engineer. 

Senator Hory. Were you formerly employed by the American 
Lithofold Company ? 

Miss Boone. Yes. 

Senator Hory. From what time? 

Miss Boonr. From January 1945 until July 1, 1950. 

Senator Horry. 1945 through July 1950. What position did you 
hold with American Lithofold Co. ? 

Miss Boonr. I was a stenographer. I relieved on the switchboard 
and did general office work. 

Senator Hory. Did that include bookkeeping? 

Miss Boone. No, sir. 
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Senator Hory. All right, Mr. Flanagan, you may examine. 

Mr. FianaGan. As part of your duties, Miss Boone, did you have 
the opportunity of ever handling ledger sheets or taking information 
from ledger sheets of the company ? - 

Miss Boone. Yes, sir. 

Mr. FianaGan. Could you explain to the subcommittee what you 
did with these ledger sheets, what your job was in connection with 
the handling of ledger sheets of the American Lithofold Co. / 

Miss Boone. Well, at the end of the month on the commission ledger 
sheets I made up salesmen commission statements which went out to 
the salesmen with the amount of commission which maybe they would 
receive or the amount of money they may have owed the company. 

Mr. Fianacan. In other words, you took the ledger sheets and from 
those sheets you typed your commission statements that were sent out 
to the various salesmen ? 

Miss Boone. That is right. 

Mr. Fianacan. Is that ledger sheet a sheet such as this one here 
that we now have in the record? Will you look at that sheet ? 

Miss Boone. Yes, sir, this is the same. 

Mr. Fianacan. And it is our exhibit 18, I might say. And those 
were the ledger sheets from which you would make out these com- 
mission statements and send them out to the various salesmen ! 

Miss Boonr. That is right. 

Senator McCie.tian. May I ask counsel if the exhibit he has handed 
the witness is the ledger sheet of Boyle or Siskind ? 

Mr. Fianacan. The exhibit I just handed the witness are the ledger 
sheets on Mr. Boyle and Mr. Siskind. 

During the course of your work in American Lithofold did you 
ever have occasion to work with that particular ledger sheet that 
you now have in your hand, the Boyle and Siskind ledger sheet ? 

Miss Boone. Yes, sir; I suppose that these are the same ones and 
they were dated during the time I was there. I suppose they are. 

Mr. Franacan. And did you prepare, do you have any recollection 
of having prepared, commission statements from these ledger sheets ? 

Miss Boone. Yes, sir. 

Mr. Franacan. And these were prepared as you would prepare 
them for all of the salesmen in the corporation ? 

Miss Boone. That is right. 

Mr. Fianacan. Did you at that time think that Mr. Boyle and Mr. 
Siskind were both salesmen ? 

Miss Boone. Well, I didn’t know in what capacity they were work- 
ing for the company, but since they had commission statements I 
judged that that is what they were doing. 

Mr. Fuanacan. When did it first come to your attention that Mr. 
Boyle was in any way connected with a political organization ? 

Miss Boone. Well, at some time, probably during 1949, they gave me 
the commission statements to type and they particularly pointed out 
that Mr. Boyle’s statement should be turned over on my desk and 
should not be up so that everyone in the office could see it. 

Mr. Firanacan. Could you tell me who that was ? 

Senator McCarrny. I wonder if you could speak a little louder. 

Senator Hory. Could you tell who that was? You said “they.” 
Could you tell who it was that said that to you? 
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Miss Boonr. My memory is not too good on the matter, but it was 
probably the office manager. 

Mr. Fianacan. And that would be Mr. Guilfoy ? 

Miss Boone. That is right. 

Mr. Fuanacan. And if it wasn’t Mr. Guilfoy, who else could it have 
been that would tell you that ? 

Miss Boone. Well, it could have been Mr. Stanhope. 

Mr. Frianacan. Could it have been anybody else other than Mr. 
Guilfoy or Mr. Stanhope ? 

Miss Boone. Well, it could have been, but I don’t believe so. 

Senator McCarruy. I am not sure I got your answer before. Your 
answer was, as I understand, you were told to turn the Boyle papers 
over on your desk so they were not visible to anyone passing your desk, 
is that right ? 

Miss Boonr. That is right. 

Mr. Franacan. And why did Mr. Guilfoy or Mr. Stanhope tell you 
to turn these papers over? Did they give any explanation? 

Miss Boone. Yes, sir; they told me at the time who Mr. Boyle was, 
that he was chairman of the Democratic National Committee and I 
asked them at that time if he was a salesman, and they didn’t answer. 

Mr. Fuanacan. You asked them if he was a salesman, and what did 
they say? What did he say ? 

Miss Boonr. They didn’t answer. I mean, they gave me no answer. 

Senator McCuietian. Can you identify whom you were talking to 
at that time? 

Miss Boone. No, sir, not exactly. 

Mr. Fianacan. Did you ever have any other discussions while you 
were in the employ of American Lithofold with any official or em- 

loyee of the corporation concerning Mr. Boyle or Mr. Siskind ¢ 

Miss Boone. No, sir. 

Mr. Fianagan. Other than this one that you have now related ? 

Miss Boonr. That is all. 

Mr. Fianacan. On occasion, am I correct in assuming that you did 
fill in as a telephone operator ? 

Miss Boonr. That is right. 

Mr. Fuanacan. Did you ever have an opportunity or did you ever 
take the opportunity to listen in on any of the conversations coming 
over that switchboard ? 

Miss Boong. No, sir. 

Mr. Firanacan. Do you have any recollection of ever having placed 
any telephone calls from American Lithofold to Mr. Boyle or Mr. 
Siskind ¢ 

Miss Boone. No, sir; not to my knowledge. 

Mr. Fianacan. In your duties as a stenographer, did you have 
any recollection of ever having prepared any correspondence to either 
Mr. Boyle or Mr. Siskind from anybody in the American Lithofold 
Corp. ? 

Miss Boonr. Not that I remember. 

Mr. Fianacan. The only matters that you prepared with regard 
to either Siskind or Boyle that you have now testified to were with 
regard to the making up of commission statements, is that correct ? 

Miss Boone. That is right. 

Mr. Fuanacan. And you did not make up these ledger sheets ? 

Miss Boone. No, sir. , 
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Mr. FuanaGan. You are not a bookkeeper. Who made up the ledger 
sheets while you were there? 

Miss Boone. Well, whoever the bookkeeper was, but I don’t re- 
member. 

Senator McCartuy. Mr. Flanagan, may I see one of the commission 
statements ¢ 

Mr. FLanaGan. Since you have left the American Lithofold Co., did 
you ever discuss any matters with Mr. Theodore Link of the St. Louis 
Post-Dispatch ? 

Miss Boone. Yes, sir, I did. 

Mr. Fianacan. Can you recollect approximately when you first 
were contacted by Mr. Link or when he first contacted you? 

Miss Boone. It is probably some time during July. 

Mr. Fianacan. Of this year? 

Miss Boone. Yes, sir. 

Mr. FianaGan. Now at that time what in substance did you tell 
Mr. Link? 

Miss Boone. Well, just about the same thing as I told you in regard 
to the commission statements and he just w: anted to know if Boyle’s 
name was ever mentioned or if I ever saw it on anything down there. 

Mr. Franacan. And you now state that in substance you told Mr. 
Link the same as you have testified here today ? 

Miss Boonr. That is right. 

Mr. Fiuanacan. Did you i tell Mr. Link anything in addition to what 
you havé testified to here today ? 

Miss Boone. No, sir. Well, he did inquire about Mr. Finnegan. 

Mr. FranaGan. Pardon? 

Miss Boone. He inquired about Mr. Finnegan. 

Mr. FLanacan. He inquired about Mr. Finnegan? 

Senator Nrxon. What did he ask about Mr. Finnegan ¢ 

Miss Boonr. He wanted to know if I ever knew him or ever seen 
him. 

Senator Nixon. What did you tell him ? 

Miss Boone. Yes, that I had. 

Senator Nixon. Anything else? 

Miss Boonr. No, sir; that is just about all. 

Senator McCartuy. Did you tell Mr. Link or anyone else that Mr. 
Boyle had received $8,000 from American Lithofold ? 

Miss Boone. No, sir; I told him that I did not remember the amount 
of money. 

Mr. Fianacan. Did you ever receive instructions from anybody in 
the corporation to keep any other accounts away from the other people 
in the office such as you were told to do with the Boyle-Siskind 
account ? 

Miss Boone. No, sir. 

Mr. FLANAGAN. That was the only account ? 

Miss Boone. That is all. 

Mr. Franacan. To your knowledge, were there any other people, 
either on the payroll or receiving commissions or working with the 
American Lithofold Co., that held a Federal job or held a political 
position other than Mr. Boyle? 

Miss Boonr. No, sir; other than Mr. Finnegan. 

Mr. Franacan. Other than Mr. Finnegan. He is the only other 
one { 
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Senator McCarruy. This young lady really wasn’t in a position to 
know. She was not the private secretary of any of the officials? _ 

Mr. Fianacan. That is correct, she was just a general secretary in 
the office. 

Senator McCartuy. She would not be in a position to know whether 
there were or were not other Government officials on the payroll? 

Mr. Fianacan. That is right. I just wanted to clear up that one 
point, Senator. 1 have no further questions. 

Senator Hory. Senator McClellan. 

Senator McCLetitan. Who was your immediate superior? 

Miss Boone. Mr. Guilfoy. 

Senator McCietian. Mr. Guilfoy ? 

Miss Boone. That is right. 

Senator McCuettaAn. Was he the one that you took instructions 
from ? 

Miss Boone. Yes, sir. 

Senator McCieiian. He is the one that supervised your work? 

Miss Boone. That is right. 

Senator McCietian. Most likely then he is the one who gave you 
the instructions about the way you were to handle the Boyle-Siskind 
account ? 

Miss Boone. Yes, sir. 

Senator McCietian. That is your best recollection ? 

Miss Boone. Yes, sir. 

Senator McCLeL.an. I am not sure I clearly understood you. You 
were not the bookkeeper, you did not make up these accounts ? 

Miss Boone. That is right. 

Senator McCuetian. But it is not quite clear just what responsi- 
bility or what duty you performed that related to the accounts. Will 
you state again clearly just what service you performed that caused 
you to handle the ledger sheets or accounts that were kept ? 

Miss Boonr. At the end of the month each salesman received a 
statement with his commission on it for the month, his total commis- 
sion, and I made out the statement with the commission and sent 
it to the salesmen. 

Senator McCietxian. In other words, at the end of each month the 
firm mailed out a statement to each of its salesmen ? 

Miss Boone. That is right. 

Senator McCietitan. Showing the amount of sales they had made? 

Miss Boone. That is right. 

Senator McCietian. And the commissions they had earned / 

Miss Boone. That is right. 

Senator McCretian. That was a monthly statement reflecting that 
particular salesman’s account ? 

Miss Boone. That is right. 

Senator McCierian. Now from where did you get the information 
to prepare the statements you mailed out? 

Miss Boonr. Off of these ledger cards. 

Senator McCietxian. You got. the information upon which to base 
the statement thet you prepared for mailing to the salesman from 
the ledger sheets? 

Miss Boone. That is right. 
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Senator McCretian. Or ledger accounts, a sample of which, or 
a photostatic copy of one of which you now have before you? 

Miss Boone. Yes, sir. 

Senator McCrieiuan. I have not seen it. How is that account re- 
corded, in whose name? 

Miss Boone. Well, I have one to Mr. Siskind and one to Mr. Boyle. 

Senator McCietian. That is what I wanted to determine. Were 
they kept separately or are they a joint account? 

Miss Boonr. Well, before I saw these I was under the impression 
that they were on the same one, but evidently I was mistaken. 

Senator McCietian. Did you tell Mr. Link, representing the paper, 
that they were a joint account or on the same ledger sheet ? 

Miss Boone. Yes, sir, I did. 

Senator McCrietyan. You were mistaken in telling him that, if 
these are correct photostatic copies of the record ? 

Miss Boonr. That is right. 

Senator McCietian. Do you believe or insist now that the photo- 
static copies you have before you are not correct copies? 

What I am trying to determine is whether at the time you handled 
the accounts and made statement from them to the salesmen, if at 
that time you recall specifically they were carried as a joint account, 
or if you think you were probably mistaken about that and the photo- 
static copies you now have before you are correct and are as the 
accounts were carried at the time of your services there? 

Mis Boone. I believe the photostatic copies must be correct and I 
was mistaken. 

Senator McCieitxian. You believe the photostatic copies are correct 
and that you were mistaken ? 

Miss Boone. That is right. 

Senator McCretzan. Now, as I understood your testimony, one 
of your superiors, either Mr. Guilfoy or Mr. Stanhope, one of them 
gave you specific instructions regarding the Boyle account? 

Miss Boone. That is right. 

Senator McCrettan. With reference to keeping it concealed or 
turned over so its identity could not be discovered by those who 
might appear at your desk or pass by? 

Miss Boone. That is right. 

Senator McCietian. Were similar instructions given to you regard- 
ing the Siskind account? 

Miss Boone. No, sir. 

Senator McCrietian. Only as to Boyle? 

Miss Boone. Yes, sir. 

Senator McCietian. And not as to any other account that the 
company kept ? 

Miss Boone. That is right. 

Senator McCiettan. Did you in you employment handle or see 
the telephone bills of the company, the long-distance calls? 

Miss Boone. Yes, sir. 

Senator McCietian. Did you have occasion to observe or did you 
observe on those long-distance calls or those bills, rather, long-dis- 
tance calls to Washington, D. C.? 

Miss Boone. Yes, sir. 

Senator McCiecian. Were any of those calls made to William 
Boyle, as you recall ? 


boat 


and 

S 
stan 
tor 
part 
or a 


Ss 
tim 
N 
S 
min 





INFLUENCE IN GOVERNMENT PROCUREMENT 


Miss Boone. No, sir. 

Senator McCuietxan. You do not recall any made to him? 

Miss Boone. No, sir. 

Senator McCretian. Were any of those calls made to Siskind? 

Miss Boone. No, sir. 

Senator McCietxan. That you recall? 

Miss Boone. Not that I recall. 

Senator McCuietxan. Could calls have been made? 

Miss Boone. Yes, sir: they could have been. 

Senator McCrietxan. To either or both of them and you would not 
now remember ? 

Miss Boone. That is right. 

Senator McCuietian. Was there any occasion then for you to par- 
ticularly examine the telephone bills to ascertain to whom long-dis- 
tance calls were made by the company ? 

Miss Boonr. Well, when I was on the switchboard and the switch- 
board operator also kept a record of all calls, to whom they went to 
and the time and charges and who made the calls. 

Senator McCietian. But what I mean is, were there any circum- 
stances or anything then to cause you to fix in your mind, so as 
to remember for an occasion like this or for any other purpose, any 
particular calls that may have been made to Mr. Boyle or Mr. Siskind 
or anyone else? 

Miss Boone. No, sir. 

Senator McCietian. In other words, there was nothing at that 
time? 

Miss Boone. That is right. 

Senator McCuietian. To arrest your attention so as to fix it in your 
mind and to remember ¢ 

Miss Boonr. That is right. 

Senator McCLettan. And therefore you cannot tell us whether calls 
were made to Boyle or Siskind, and I wonder if you remember any 
specific call made to anyone. 

Miss Booner. No, sir, most of the calls to Washington, I believe, 
went to the American Lithofold Washington office. 

Senator McCiettan. To Mr. Green / 

Miss Boonr. Yes, sir. 

Senator McCietitan. Do you have any other information regard- 
ing the operations of the company, its policies with reference to em- 
ploying salesmen or attorneys to represent them, that would be help- 
ful to this committee ? 

I mean by that, have you heard any conversations or received in- 
formation from any other source that the company was employing 
Boyle or Siskind or anyone else for the benefit of their political or 
official influence in Washington? 

Miss Boone. No, sir. 

Senator McCuietLan. You cannot tell us of any other circumstances 
or anything that you recall that would indicate that that was the 
policy or practice of the company ? 

Miss Boonr. No, sir. 

Senator McCientian. For whom you worked. 

When you were first requested by this committee or its counsel to 
come to Washington as a witness, do you recall that ? 
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Miss Boone. Last Friday or Thursday, I guess it was. 

Senator McCuettan. Last Thursday. I am speaking now of any 
request made by the committee, and not a subpena. 

Miss Boonr. Yes, sir, lwas requested to come on Thursday. 

Senator McCietian. Last Thursday. Was the request made on 
Thursday or were you requested to be here last Thursday ? 

Miss Boonr. It was made on Thursday. 

Senator McCrietian. The request was made on Thursday. How 
was that request made? 

Miss Boonr. Over the telephone. 

Senator McCietitan. By Mr. Flanagan or some member of the staff / 

Miss Boone. No, sir. Is there a Mr. Bellino? 

Senator McCrievitan. Yes, Mr. Bellino of the staff. Following 
that request by the committee, who contacted you with reference to 
the prospect of your becoming a witness in this hearing and testifying 
before the committee ? 

Miss Boone. Mr. Sheridan. 

Senator McCietitan. Mr.—who? 

Miss Boonr. Sheridan. 

Mr. Fuanacan. He is a member of the staff. 

Senator Hory. Who else besides a member of the staff contacted 
you and discussed the prospect of your coming before this committee 
after you received the request from the committee and before you were 
subpenaed ? 

Miss Boone. That is all. 

Senator McCLetian. No one else / 

Miss Boone. No, sir. 

Senator McCie.tian. Did you have any telephone calls from any- 
one regarding it ? 

Miss Boonx. No, sir. 

Senator McCietian. My recollection of testimony the committee 
has received is to the effect that you were contacted by someone rep- 
resenting the Lithofold Corp. and instructed not to come and testify. 
I am not sure that is exact testimony, but in substance it conveyed 
that impression to me. 

Miss Rees. I am sorry, I didn’t get that impression. 

Senator Nrxon. Will the Senator yield’ I think the Senator’s 
question was whether the committee had contacted her. 

Senator McCieiian. If I did not make myself clear, I wanted to 
lay the foundation showing the committee had requested your pres- 
ence, and then following that, what else took place from influences 
outside to persuade you not to come or to discuss the possibility of 
your coming and what your testimony would be if you did appear. 
Just give us ‘the whole story, that is what I want. 

Miss Boone. Well, Mr. Stanhope called me. 

Senator McCretitan. Mr. Stanhope? 

Miss Boone. Yes, sir; and gave me instructions not to talk to any 
reporters or anyone that might call me in regard to this, and that he 
was going to call Washington. 

He didn’t say who he was going to talk to but he was going to have 
the attorney in St. Louis call Washington and I should call the at- 
torney back, and I did call the attorney back. 

Senator McCiriran. What is his name? 
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Miss Boonr. Greene. 

Senator McCietian. In St. Louis? 

Miss Boone. Yes, sir. 

Senator McCietxan. I think we have a record of him. 

Miss Boonr. Yes, sir. And he said, well, he never did tell me 
whether they contacted Washington or not. He just said well, if I 
had to come, to come on, and that they didn’t care whether I came or 
not. It didn’t make any difference. 

Senator McCue.ian. I understood from the testimony of Mr. 
Link—I am not saying this as a positive fact, I gained the inpression 
from Mr. Link—that you had in discussing the matter with him or in 
some way he had learned that you were contacted by Mr. Stanhope or 
someone else, and at least they discouraged your coming and respond- 
ing to the request of the committee if they did not suggest that you 
not honor that request. I wanted to get the facts about it in the record 
so we can determine just what pressures are being used. 

Miss Boone. Well, I don’t believe that they intended that. I mean, 
of course, if I got a subpena I would have to come, but they meant 
voluntarily it was up to me to make up my mind whether I wanted 
to come voluntarily or stay there. 

Senator McCLe.tian. Was there any suggestion to you that you not 


reveal the information that you had given the committee regarding 
the account ? 


Miss Boone. No, sir. 

Senator McCietian. There was no suggestion that you withhold 
anything within your knowledge from the committee that it might 
inquire about ? 

Miss Boone. No, sir. 

Senator McCLeLian. I wanted to clear that up because if anything 
like that is going on the committee is entitled to know it and should 
know it. 

Is there anything else that you can tell us that will help to get 
the whole picture before us as to how this company operated and 
anything that would give us additional information as to its relation- 
ship with Mr. Boyle or Mr. Siskind and how they were used in the 
company’s employ ? 

Miss Boonr. No, sir; not that I can think of. 

Senator McCiettan. Do you have any information from your 
superiors as to why Boyle’s account and Siskind’s account were car- 


ried as commission accounts rather than as legal accounts or accounts 
for legal services ? 


Miss Boone. No, sir. 

Senator McCretitan. Was anything ever said in your presence by 
any of your superiors indicating why they were thus carried ? 

Miss Boone. No, sir. 

Senator McCietian. And you can give us no information about 
that ? 

Miss Boone. No, sir. I inquired if they were salesmen and they 
didn’t answer me. 

Senator McCiettan. They just did not answer you. 

Senator Nixon. She says she inquired 

Senator McCiLeLian, She asked if they were salesmen. 

Miss Boone. Yes, sit 
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Senator McCLetian. And they did not answer. I believe you said 
a moment ago you could not be positive whom you asked. 

Miss Boone. No, sir. 

Senator McCrietian. It was either Mr. Stanhope or Mr. Guilfoy, 
you believe. 

Miss Boone. Yes, sir. 

Senator McCueitan. They made no further explanation to you? 

Miss Boone. No, sir, they didn’t. 

Senator McCue.tan. Now can you tell us the name of the book- 
keeper who kept the accounts 

Miss Boonr. No, sir, I can’t. They had such a large turnover of 
people in the office that I don’t remember who was there at that time. 

Senator McCietian. You do not remember who was there. Can 
you give us the name of anyone in the employ of the company at the 
time you were there in addition to the two superiors whom you have 
named that might have the information to give to this committee 
that would clear up this whole arrangement as ‘to how Boyle’s account 
and Siskind’s account were handled and why they were handled as 
commission accounts ? 

Miss Boone. No, sir. 

Senator McCieLian. Can you give us the name of anyone that you 
know that might clear up that for us? 

Miss Boonr. No, I can’t. 

Senator McCietian. Subsequent to the time you were subpenaed 
to appear and testify before the committee, had anyone contacted 
you from the American Lithofold Co., any of its representatives, 
attorneys or others, or anyone else regarding your testimony here 
and appearance here ¢ 

Miss Boonr. No, sir. 

Senator McCrettan. After you received the subpena no one from 
that source has contacted you about it? 

Miss Boonrt. No, they haven't. 

Senator McCre.u. in. You have been perfectly free to come? 

Miss Boone. Yes, sir. 

Senator McCietian. And testify. Mr. Chairman, I have finished. 

Senator Horry. Senator Mundt. 

Senator Munpr. How long did you say you worked for American 
Lithofold ? 

Miss Boone. About 5 years. 

Senator Munpr. About 5 years. At the time that some of your 
functions dealt with the switchboard operations, were you the only 
girl who handled the telephone calls? 

Miss Boones. No, sir, they had a regular switchboard operator. I 
relieved her in case she was ill or something of that sort, and when 
she went to lunch. 

Senator Munpr. You were just a relief switchboard operator? 

Miss Boone. Yes, sir. 

Senator Munpr. Your knowledge on the phone calls flowing in and 
out of the Lithofold office is limited to just what happened while you 
were doing a relief stint at the switchboard ? 

Miss Boone. That is right. 

Senator Munpr. Would that be half the time, would you say, or 
25 percent of the time, I mean the calls? Did you place half the 
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calls of the company or 25 percent of the calls of the company or just a 
small percentage ? 

Miss Boone. Well, I would say 25 percent. 

Senator Munor. About 25 percent. Could you tell us something 
about the other 75 percent of the calls? 

Miss Boonr. Well, what do you mean? 

Senator Munpr. Who was the regular switchboard operator ? 

Miss Boone. While I was there? 

Senator Munpr. Yes. 

Miss Boone. Mrs. Thorpe. 

Senator Munpr. Mrs. Thorpe? 

Miss Boone. Yes. 

Senator Munpr. Is she still with the company ? 

Miss Boone. No, sir. 

Senator Munpr. Do you know her initials or first name or anything 
more about her? 

Miss Booner. Mrs. Cleo Thorpe. 

Senator Munpr. Cleo? 

Miss Boone. That is right. 

Senator Munpr. That was her first name? 

Miss Boone. That is right. 

Senator Munpr. During the 5 years that vou were there, will you 
give us the names of as many of the bookkeepers as you can remember. 
In a small shop you can remember some of them; you might not re- 
member all of them. Give us those that you can remember. 

Miss Boone. It is sometime during that time they had a girl, her 
first name is Ruth. Woodside is her name. 

Senator Munpr. She was bookkeeper for some interval during that 
time? 

Miss Boone. Yes, sir. 

Senator Munpr. Who else kept books while you were there? 

Miss Boonr. Well, when I first came there they had a Mrs. Ruthven 
who kept all of the books, and it was not done on a machine as these 
are done. 

Senator Munpr. They were done by hand? 

Miss Boone. Yes; and they also had a man that worked on some of 
the ledger sheets named Mr. Schwan. 

Senator Munpr. Are either one of those three or all of them still 
with American Lithofold or have they all moved on to other jobs? 

Miss Boone. Well, they have all moved on I think with the excep- 
tion of Mr. Schwan. He was there when I left. Now, whether he is 
still there, I don’t know. 

Senator Munpr. Can you think of any others of the bookkeeping 
staff ¢ 

Miss Boone. Well, they had a young man. His name is Jack some- 
thing or other, but I don’t remember his last name. 

Senator Munpr. Was he there when you left also? 

Miss Boone. Yes, he was there when I left. 

Senator Munpr. Did he appear on the salary sheets as a book- 
keeper? Was he a bookkeeper ¢ 

Miss Boone. Well, he handled the bookkeeping machine, I mean, 
as to how they were handled, someone else probably gave him instruc- 
tions. 
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Senator Munpr. He did the mechanical work handling the machine / 

Miss Boone. Yes, sir. 

Senator Munpr. His name was Jack? 

Miss Boone. Yes, sir. 

Senator Munpr. About how old was he, an old man, a young man? 

Miss Boonr. No, a young man. 

Senator Munpr. Can you think of any other? 

Miss Boone. That is all I can think of. 

Senator Munpr. As I gather, did you prepare these sheets? I guess 
you have the same sheets before you. They are the ledger sheets show- 
ing the payments to Mr. Boyle and Mr. Siskind. 

‘Miss Boone. No, sir; I did not prepare the sheets. 

Senator Munpt. You had occasion to look at them ¢ 

Miss Boone. I will say that the first of the year we made out new 
sheets and put all the salesmen named at the top of the sheets again 
for the bookkeeper. We just copied them off of the old ones for the 
past year. 

Senator Munpr. And you helped do that? 

Miss Boone. Yes, sir. 

Senator McCietian. Can you recall whether when you made up the 
new sheets the account of Siskind and Boyle were carried together or 
separately ¢ 

Miss Boone. Yes, sir. 

Senator McCie.Lan. On the old sheets? 

Miss Boonr. I don’t remember. 

Senator McCLetitan. You cannot remember. 

Senator Munpr. It was from your work in that connection, I pre- 
sume, that you gained the impression that the Boyle and Siskind 
accounts were on the same sheet, is that right ? 

Miss Boone. Yes, sir. 

Senator Munpt. I think maybe that can be explained, Mr. Chair- 
man, by following the entries on these ledger sheets. I think I can 
understand how the young lady might have gained that impression. 
We have here first, sheet of William Boyle, who is listed as salesman, 
and then we have the sheet of Sam Siskind, and under that Max Sis- 
kind, and following that another sheet, Sam Siskind and Max Siskind, 
and then finally the sheet, Max Siskind. 

In each case they are listed as salesmen. In each case their terri- 
tory is listed as Washington. 

I think probably where the witness gained the impression that 
they were a joint account and where I would gather the impression 
is that the last entry on the Boyle sheet is JV 10 and then it looks 
like 49 or 59. It is a blurred number, a credit of $1,500, and it shows 
on the Siskind sheet that was transferred to JV 10 to Mr. Siskind, 
which would clearly indicate I presume that they were a joint account, 
and I suppose that that is where you gathered the impression that 
they were carried together. 

Miss Boone. Yes, sir; it probably is. 

Senator Munpr. Do you know why Mr. Siskind is listed on this 
commission ledger with his address as 130 West Forty-Second Street, 
New York C ity ! He was associated in a law business down here 
with Mr. Boyle. It is true he did have an office in New York City, 
but I was wondering why they listed his address at that point. Do 
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you have any information on that, why they listed his New York 
City address? 

Miss Boonr. Is that Mr. Siskind’s New York address? 

Senator Munpr. That 1 don’t know, except it says salesman Max 
Siskind, 130 West Forty-Second Street, New York, N. Y. 

Miss Boone. Well, American Lithofold has a New York office and 
Mr. R. A. Blauner also had a New York office which was separate 
from American Lithofold’s office. Now I don’t remember the address, 
but they might be able to check that. It might be the same as Mr. R. 
A. Blauner’s New York address. 

Senator Munpr. That might be his address? 

Miss Boonr. Yes, sir. 

Senator Munpr. That is an interesting suggestion, because the 
checks were to be mailed, not to that address, but it says here the 
checks were to be mailed care of C. A. Green, Washington office, and 
I was just curious as to that New York City address. 

I suggest that our staff check and see whether that is the Siskind 
law office, the Blauner law office or the American Lithofold office in 
New York, 130 West Forty-Second, New York City. 

Mr. Fuanacan. We will check that, Senator. 

Senator Munpr. Did you know anything about Mr. Siskind your- 
self before this investigation came about ? 

Miss Boonr. No, sir; I did not know who it was. 

Senator Munpr. Did not know who he was at all. 

I believe that is all, Mr. Chairman. 

Senator Horry. Senator Nixon? 

Senator Nixon. Let me ask you this for purposes of clarification. 
When did you have your conversation with Mr. Stanhope to which 
you testified ¢ 

Miss Boone. Oh, you mean in regard to coming up here? 

Senator Nixon. In regard to testifying, yes. 

Miss Boone. That would have been on Thursday. 

Senator Nixon. That was on Thursday / 

Miss Boone. Yes, sir. 

Senator Nixon. You said Mr. Stanhope called you on Thursday ? 

Miss Boone. Yes, sir. : 

Senator Nrxon. The day that you heard from Mr. Bellino? 

Miss Boone. That is right. 

Senator Nixon. At what time of night did Mr. Stanhope’s call 
come ¢ 

Miss Boone. Well, it was Iate in the afternoon, sometime after 4 
o'clock. 

Senator Nixon. Sometime after 4 o'clock. Mr. Stanhope called you 
from where, from St. Louis? 

Miss Boone. Yes, sir. 

Senator Nixon. Now do you recall, again, because I could not quite 
hear you before, that conversation as best as you can recollect? Just 
what did he say, not what you inferred, but what he said. 

Miss Boone. Well, he didn’t call me first. His secretary, Mrs. 
Branch, called me the first time. 

Senator Nrxon. Mrs. Branch? 

Miss Boone. Yes, sir, and said that if any reporters should contact 
me, that I should not talk to them. 
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Senator Nrxon. Where did she call you? 

Miss Boone. At my office. 

Senator Nrxon. At your office where you are working now? 

Miss Boone. Yes. 

Senator Nrxon. And is that the way the conversation began ? 

Miss Boone. Yes, sir. 

Senator Nrxon. She said if any reporters contacted you, you should 
not talk to them ? 

Miss Boone. Yes, sir. 

Senator Nixon. What else did she say? 

Miss Boone. And so I told her then that the committee had con- 
tacted me and requested that I be in Washington on Friday, and she 
got very excited. 

Senator Nixon. She got very excited ? 

Miss Boone. Yes. 

Senator Nrxon. And what did she say? 

Miss Boones. She said Mr. Stanhope was downtown trying to take 
care of the matter and she would have him call me back. 

Senator Nrxon. And she said she would have him call him back? 

Miss Boonr. Call me back. 

Senator Nrxon. As I understand it, you say you told her when she 
called you at 4 o’clock that the committee had already contacted you? 

Miss Boone. Yes, sir. 

Senator Nixon. And then Mrs. Branch got very excited and then 
she said that Mr. Stanhope was downtown . and that she would have 
him call you back? 

Miss Boones. That is right. 

Senator Nixon. Did ihe tell you to wait until you heard from him 
or anything to that effect ¢ 

Miss Boone. Well, she said as soon as she got in touch with him 
she would have him call me. 

Senator Nrxon. I see. 

Senator McCietian. Who is Mrs. Branch ? 

Senator Nixon. Mr. Stanhope’s secretary. 

Senator McCietian. I did not understand. 

Senator Nrxon. I think, incidentally, Mrs. Branch, hasn’t she been 
with the company for a number of years ? 

Miss Boonr. Yes, sir; she is Mr. Blauner’s secretary also. 

Senator Nixon. Mr. Blauner’s secretary also? 

Miss Boone. Yes, sir. 

Senator Nrxon. And Mr. Stanhope did call you that same day? 

Miss Boone. That is right. 

Senator Nixon. What time, approximately, did he call you? 

Miss Boone. Well, around 4: 30. 

Senator Nrxon. And what was the conversation there? How did 
it begin? What did he say? What did you say, as best as you can 
recollect ? 

Miss Boonr. Well, I told him the same thing as I had told Mrs. 
Branch, that I had been contacted and he said, well, then he was going 
to try and get in touch with someone in Washington, I believe Mr. 
Cusick. 

Senator Nrxon. Mr. Cusick ? 

Miss Boone. Yes, sir. 
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Senator Nrxon. Did you ask him, did you tell him you wanted an 
attorney ? 

Miss Boone. I said that I had an attorney. 

Senator Nixon. Did he ask you whether you had an attorney ? 

Miss Boone. Yes, sir, and he said I had to come up here, and if I 
wanted to get in touch with Mr. Cusick, I could. ‘ 

Senator Nixon. In other words, he suggested if you wanted to get 
in touch with Mr. Cusick, the attorney for the company, you could 
here in Washington ¢ 

Miss Boone. Yes, sir. 

Senator Nixon. What else did he say ? 

Miss Boonr. And he told me—that ended that conversation, because 
he wanted to call Washington, and then he called me back again and 
said that they hadn’t been able to get in touch with their party in 
Washington and that I should call Mr. Greene, their attorney, later in 
the evening, and I did call Mr. Greene and he was very short and 
snappy with me and gave me the impression that I was wasting his 
time, and he just kept repeating over and over if I wanted to come, 
I could; and if I didn’t want to, it didn’t make any difference to 
American Lithofold whether I came or not. 

Senator Nrxon. Now let me go back to the other conversation in 
which either Mr. Stanhope or somebody else of the company was in- 
volved—you don’t recall. When did that conversation take place, to 
the best of your recollection ¢ 

Miss Boonr. Do you mean the one in regard to the ledger sheet ? 

Senator Nrxon. Yes, in regard to keeping the files turned down 
at your desk. 

Miss Boone. Well, I suppose it would have been 

Senator Nixon. When do you recall that it took place? 

Miss Boone. Probably sometime in 1949. I couldn’t tell you the 
exact date. ; 

Senator Nixon. You don’t know when. Well, now, so that I can 
help to possibly refresh your memory on the date, did I understand 
you to say that in that conversation anything was said about what 
Mr. Boyle’s position was ¢ 

Miss Boone. Yes, sir. He went on to explain to me who Mr. Boyle 
was, ; 

Senator Nixon. Who did he say he was? 

Miss Boone. Chairman of the Democratic National Committee. 

Senator Nixon. In other words, then this conversation took place 
after Mr. Boyle was chairman of the Democratic National Committee ¢ 

Miss Boone. Well, evidently. 

Senator Nrxon. Or at least after the person talking to you thought 
he was the chairman of the Democratic National Committee? 

Miss Boone. Yes, sir; that is right. 

Senator Nixon. You have no doubt about that in your mind, that 
the person you talked with said chairman of the Democratic National 
Committee, Mr. Boyle? 

Miss Boone. Yes, sir. 

Senator Nixon. No question at all? 

Miss Boonr. No question at all. 

Senator Nixon. Now how did this conversation begin? How the 
matter of these files and all come into the picture? Can you recall 
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did you bring it up to somebody and discuss the file with him in the 
first instance 4 

Miss Boonr. Oh, no. 

Senator Nrxon. Did they come to you? 

Miss Boone. They came to me with the cards at the end of month 
just the same as they did always. 

Senator Nrxon. I see. And in going through the cards they came 
to this one, is that right? 

Miss Boone. Well, they just brought that one out as a particular 
instance. I mean they just took it out and made particular attention 
to that name. 

Senator Nrxon. And said that was not to be shown around the 
office ? 

Miss Boone. Yes, sir. 

Senator Nixon. How long did you handle this Boyle ledger sheet ? 

Miss Boonr. Well, I suppose it was still in there when I left. 

Senator Nrxon. When did you leave? 

Miss Boonr. In the end of June, 1950 

Senator Nixon. June, 1950? 

Miss Boone. Yes, sir. 

Senator Nrxon. Did you handle it all that time? 

Miss Boone. Yes, sir. 

Senator Nrxon. The Boyle ledger sheet ? 

Miss Boonr. I think so. 

Senator Nixon. Now, Mr. Chairman, if the Chair has no objection, 
before completing my examination I would like to ask Mr. Bellino 
some questions about the ledger sheets, because I understand he exam- 
ined them. 

Mr. Bellino, did you examine these ledger sheets, the Boyle-Siskind 
ledger sheets? 

Mr. Betirno. Yes, sir. 

Senator Nrxon. Were the sheets carried as separate accounts or 
one account ? 

Mr. Betirno. W. O. Boyle account was on one sheet and the Sam 
Siscon, which was later changed to Max Siskind, were on other 
sheets. 

Senator Nrxon. You will note that the Siskind account has a credit 

of $1,500 on it which apparently was carried over from the Boyle 
account. In accounting practice would that indicate that this was 
handled as one account? 

Mr. Betirvo. Under ordinary circumstances there would be no 
necessity for transferring $1,500 charged to the W. O. Boyle account 
over to the Max Siskind account unless there was some connection 
between the two. 

Senator Nixon. The normal accounting practice would have been 
what if these were separate accounts ? 

Mr. Betiiwo. Under their practice they would have ordinarily 
transferred $1,500 to an account that they call losses on salesmen’s 
commissions, and that $1,500 from the Boyle account would have been 
charged off accordingly. 

Senator Nixon. And the Boyle account would have been closed, 
would it not? 

Mr. Betiro. Yes, sir. 
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Senator Nixon. Was it closed ? 

Mr. Betxtno. No, sir. It was closed but by transferring the 
charges over to the Max Siskind account. 

Senator Nixon. I see. It was not charged off in the manner usually 
when a salesman or employee is discharged, is that correct ? 

Mr. Betxurno. That is correct. 

Senator Nixon. Then as far as accounting practice is concerned, 
this was one account on the books of the company ? 

Mr. Bevirno. It was treated as one account, yes, sir. 

Senator Nrxon. I see. In your examination of the books of the 
company did you find any other accounts in which this same practice 
was followed / 

Mr. Beturno. The only similar transactions where there might have 
been a combination was the Olson-Nunan accounts. 

Senator Nrxon. Olson-Nunan accounts? 

Mr. Bextirno. Yes, sir. 

Senator Nrxon. And there the same thing occurred, is that right? 

Mr. Betuino. There was some transfer between the two because of 
some connection. 

Senator Nixon. Shall we put it this way. Treated as the same ac- 
count, is that what I understand ¢ 

Mr. Beturno. There were some transfers because there was a definite 
connection between the two accounts that was apparent throughout 
the existence of their accounts. Outside of those accounts, there were 
no similar transactions that we observed similar to the Boyle-Siskind 
accounts. 

Senator Nrxon. Miss Boone, up until June 1950 you considered it 
as one account; is that right? 

Miss Boonr. Well 

Senator Nixon. You considered the Boyle account or the Siskind 
account in the books of the company ; you thought it was one account ? 

Miss Boone. Yes, I did: and even if there was no balance—I mean 
like if it said zero like it says here—we would still carr y that on their 
sheet and they would still get a statement every month. 

Senator Nixon. Let me, ask you this: Did you carry out the orders 
that were given to you to keep this account turned down? 

Miss Boonr. Well, I suppose I did. 

Senator Nixon. How did you accomplish that order? 

Miss Boone. Just turned it over. 

Senator Nixon. You turned it over? 

Miss Boone. Just like that. 

Senator Nrxon. In other words, you kept the information in this 
account from your coworkers; didn’t you? 

Miss Boonr. That is right. 

Senator Nixon. And you were the person that handled this account 
until June 1950? 

Miss Boone. Yes, sir. 

Senator Nixon. There was no w ay that any of your coworkers 
would be able to see this account ? 

Miss Boone. Well, not unless 

Senator Nixon. Not while you had it? 

Miss Boonr. Not while I had it: no, sir. 

Senator Nixon. I see. That is all. 
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Senator Horry. Senator McClellan? 

Senator McCuetian. May I ask, following up the concluding in- 
quiry from the Senator from California, if statements were sent out 
to Mr. Boyle monthly after Siskind came into the picture? 

In other words, w hen you began sending monthly statements to 
Siskind of his commission, did you also continue to send statements to 
Boyle of his commission or did you terminate or was sending state- 
ments to Boyle terminated at the time you began sending statements 
Siskind ? 

Miss Boone. To my knowledge, we still sent statements to both of 
them. 

Senator McCietxan. Still sent statements to both ? 

Miss Boone. I didn’t actually mail out the statements. 

Senator McCiecitan. Did you prepare them ‘ 

Miss Boone. Yes; I prepared them. 

Senator McCLe.tian. You did prepare statements to both ? 

Miss Boone. Yes, sir. 

Senator McCretian. After Siskind was placed on the ledger ? 

Miss Boone. That is right. 

Senator McCiettan. What would the statements to Mr. Boyle show, 
if you recall? 

Miss Boone. Well, his name and the date would be at the top of 
the statement, and the office, or if he was a salesman or independent 
agent, would show over on one side, and there was a place at the top 
for the balance which I put in which would have been the balance 
from the previous month, and that is all I put in, and then that state- 
ment went back to the bookkeeping department, and as they entered 
these items they would also be entered down here on the bottom part 
of the statement, and at the end of the month those were sent out to 
the salesmen. 

Senator McCriettan. What I am trying to determine is whether 
there were any statements sent to Mr. Boyle after Mr. Siskind ap- 
peared on the ledger sheets or became connected with the company. 

Miss Boone. I made them out. I don’t know whether they were 
sent. 

Senator McCietitan. You made them out. The reason I am ask- 
ing that is because it has been testified here by Mr. Boyle, at least 
and the inference from Mr. Siskind’s testimony would, I assume, 
be the same—that after Mr. Boyle terminated his law practice after 
he became chairman of the national committee, as he has testified, 
Mr. Siskind was then employed by the company to take his place 
here in Washington. 

What I am trying to determine is, when you say there were there- 
after statements sent to both Mr. Boyle and Mr. Siskind, at least you 
prepared them. 

Miss Boone. I prepared them. 

Senator McCiettan. Would you have prepared them except that 
the material or the account, the ledger sheet, had been placed before 
you for the purpose of preparing them ? 

Miss Boone. Usually if a salesman was terminated before they gave 
him the sheets, they took out the ledger card if he was no longer an 
employee. 

Senator McCietian. The point I am making is that it was still 
carried on the ledger. 
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Miss Boone. Yes, sir. 

Senator McCueLitan. And you continued therefore to make out the 
accounts thereafter to both, one to Boyle and one to Siskind # 

Miss Boons. That is right. 

Senator McCietian. Now, can you recall if, in making out the 
statements to Mr. Boyle, they showed a balance due him of 
commissions ¢ 

Miss Boone. Well, if there were some, they would show that. 

Senator McCietian. Well, would there be any point in continuing 
to send out the statements if his employment with the company had 
been terminated and there was nothing any longer due him ? 

Miss Boone. No, sir. 

Senator McCrietian. That is what I am trying to ascertain. 

Miss Boone. No. 

Senator McCiettan. Whether the statements were sent out there- 
after because Boyle was still connected with the company either as 
attorney or as a commission salesman as they had been carried in the 
account before. 

There would be no reason to continue to prepare and to send out 
statements of his commission or of his retainer fee if his services had 
been terminated and he was no longer representing the company either 
as an attorney or salesman ? 

Miss Boone. That is right. 

Senator McCietitan. How long did you continue to send out state- 
ments, prepare statements to be sent out to both Boyle and Siskind af- 
ter Siskind appeared on the ledger sheet, can you tell us? 

Miss Boone. Until I left, I suppose. 

Senator McCietxan. You say you suppose. Are you reasonably 
certain that you continued on up until the time you left ? 

Miss Boone. Yes, sir. 

Senator McCietxan. You left in 1950. I believe Mr. Siskind’s 
employment started on what date? Would you give me the date? 

Colonel Harcuer. April the 20th. 

Senator McCrietian. April 20, 1949. And that would be, then, if 
your recollection is correct, that would mean that you continued to 
send monthly statements to Mr. Boyle or prepared them to be sent 
to Mr. Boyle? 

Miss Boone. I prepared them to be sent; yes, sir. 

Senator McCrietian. That is, right up until at least a year or longer 
afterward, up until the time you left? 

Miss Boone. Yes. 

Senator Munpr. When did you leave? 

Miss Boone. I am not sure, but I think it was the end of June be- 
cause I started my new job the Ist of July. 

Senator McCietxan. If you left in June or July, that would be for 
a period of more than 1 year. 

Miss Boone. Yes, sir. 

Senator McCie.ttan. Now, can you recall specifically whether in 
these statements you prepared to go to Mr. Boyle, if any of them 
showed a balance due him or an amount credited to his account? Can 
you recall specifically about that? 

Miss Boone. Well, I mean I wouldn’t remember any figures. 

Senator McCie.uan. I know. 
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Miss Boone. But I mean if there was a balance there I would have 
put it on there. 

Senator McCietitan. What I am trying to determine is whether 
you would prepare where there was no commission due, as shown by 
the ledger, a statement and send it out showi ing nothing was due. 

Miss Boonr. That is right. 

Senator McCLe.tian. You would do that. In other words, as long 
as his name was carried on the books of the ledger you would sent out 
a statement showing the amount of commission due or that there was 
no commission due ¢ 

Miss Boone. That is right. 

Senator McCie.itan. Now, can you recall whether during that 
period of the year from April 1949 until you left the company that 
you sent statements to Mr. Boyle and all of them showed no com- 
missions due? 

Miss Boonr. Would you repeat that again? 

Senator McCuietian. Yes. What I am trying to determine, Miss 
Boone, is whether you can recall that the statements you sent Mr. 
Boyle after Siskind appeared on the ledger as an employee of the 
company or saleman of the company, whether those statements showed 
there was something due him, or if those statements during that 
period of time simply were statements prepared showing that nothing 
was due him, to Boyle ? 

Miss Boone. Yes, sir. 

Senator McCietnan. Can you recall whether they showed some- 
thing due or whether you simply showed there was no commission 
due him? Can you recall? 

Miss Boone. I just put no balance at the top, and that is all I put on 
there. 

Senator McCLELLAN. het now I hope you understand me, if I do 
not make myself cleaz 

Miss Boone. Yes, sir. 

Senator McCiettan. I want to determine if you can recall in mak- 
ing out the statements to Boyle, after Siskind got on the payroll, 
whether those statements did show that some commissions were due 
to him—you can’t remember the amount—or if all those statements 
showed that no commissions were due him, due Boyle after Siskind 
got on the payroll. Do you see what I am trying to determine ? 

Miss Boone. I know what you mean, but I can’t remember. 

Senator Nixon. Could I supplement the question ? 

Senator McC.Letian. Yes, indeed. 

Senator Nixon. I think you are confusing the witness. Possibly this 
would help your analysis of the question. 

Did you send the same statement to Mr. Boyle and Mr. Siskind? 
In other words, was this just one account, did you send one statement 
to Mr. Boyle and another different type of statement to Mr. Siskind, 
or did the statements you sent to both Boyle and Siskind carry the 
same information? Do you recall that? 

Miss Boonr. Well, I said before that I was under the impression, 
to my memory, before I saw these that they were on the same account. 

Senator Hory. Well, since you have looked at that 

Miss Boone. And since I have looked at these I evidently have been 
mistaken. 
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Senator Hory. Since you have examined them, could you say 
whether or not you sent a separate statement to Boyle and a separate 
statement to Siskind each month ¢ 

Miss Boone. I would say I did, sir; yes, sir. 

Senator Hory. You would say you did? 

Miss Boone. Yes. 

Senator Hory. And you say the one you sent to Boyle would show 
nothing due? 

Miss Boone. That is right. 

Senator Hory. And the one sent to Siskind would show whatever 
payments were made? 

Miss Boone. Yes, sir. 

Senator Hory. All right. Any further questions ? 

Senator McCietian. That is what I am trying to determine. On 
the statements you sent to Boyle, whether they did show nothing due, 
or if you can testify from your best recollection that they did show he 
was due some commission. 

Senator Hory. I understood her to say enue, that the one to 
Boyle showed nothing due, and the one to Siskind showed what was 
paid. 

Miss Boone. That is right. 

Senator McCuieiian. That is right, but maybe you said that and I 
did not understand you. I did want to make it clear according to 
your best rec ollection. Then, as I understand you, the statements you 
mailed to Boyle after Siskind got on the pay roll showed there was no 
commission due Boyle. 

Miss Boone. That is right. 

Senator McCriertian. The statement you prepared, not that you 
mailed. 

Just one other thing. Did Mr. Link talk to you after you got the 

request from the committee to come to Washington to testify either 
before you were subpenaed or afterward ? 

Miss Boonr. He talked to me on Friday night before I was sub- 
penaed. 

Senator McCietian. On Friday night before you were subpenaed ? 

Miss Boong. Yes, sir; I mean on Thursday night. 

Senator McCuenran. On Thursday night before you were sub- 
penaed. What did he tell you? What was your conversation with 
him? What did he want to know? I am trying to make the record 
complete. 

Miss Boonr. Well, he just told me that he was coming up here. 

Senator McCieiian. That he was coming to Washington to testify ? 

Miss Boone. Yes. 

Senator McCietian. All right; go ahead. 

Miss Boonr. And then I, of course, told him that I had received 
the request but I had been advised that I wouldn’t have to come unless 
I did receive a subpena to come. 

Senator McCiettan. Who advised you of that? 

Miss Boonr. My lawyer. 

Senator McCreiian. I beg your pardon? 

Miss Boone. My lawyer. 

Senator McCreitan. Your lawyer? 

Miss Boone. Yes, sir. 
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Senator McCietian. I got the impression, and I may be wrong, 
but my recollection is that Mr. Link had testified that the company's 
lawyer had said that you did not have to come. 

Miss Boonr. Well, they also told me that, but I mean I wouldn't 
necessarily go by what they 

Senator McCiexian. I see, but you were advised by both that it 
was not necessary for you to come unless you were subpenaed unless 
you wanted to. 

Miss Boone. That is right. 

Senator McCietian. Mr. Chairman, I would like to ask Mr. Bel- 
lino regarding the accounts to get it absolutely clear. I have con- 
cluded with the witness, but I would like to get this clear regarding 
the accounts. 

Senator Munpr. I have a question of the witness. 

Senator McCretxan. All right; just one moment. As I under- 
stood you, there was a difference in the handling of the Boyle and 
Siskind account on the books of the company on the ledger than the 
way others were handled where services were terminated. 

Mr. Bextirno. Than other individuals; yes, sir. 

Senator McCrie.tian. Yes; where their services were terminated. 

Mr. Beturno. Yes, sir. 

Senator McCietxian. I am not a bookkeeper and accountant, and 
I don’t quite understand. Would there be anything unusual in the 
way the company’s books were kept regarding the Boyle-Siskind 
transaction in view of the fact, we will assume, as has been testified 
to, that Boyle had terminated his services with the company and Sis- 
kind was employed to take Boyle’s place here in Washington? Would 
the way the accounts were kept have any significance? 

Mr. Beturno. Yes, sir. 

Senator McCiettan. Why? 

Mr. Betxrno. For the reason that, if you employ one salesman and 
you then employ another one in his place, you would still have two 
separate accounts. 

Senator McCiecian. Well, there were two separate accounts in a 
sense, but what I am trying to determine is would the fact that Sis- 
kind succeeded Boyle, assuming he did, throw any light upon the 
way the accounts were kept, and would the w ay they are kept reflect 
that it was simply a matter of Siskind succeeding Boyle, or was the 
significance of the way they were kept indicative of the fact that it 
was one and the same account and continuous ? 

Mr. Betirno. The significance of the way it was kept is definitely 
and did lead one to believe that it was one account. 

Senator McCiettan. That the company, by the way it kept the ac- 
count, indicated by its records that it was continuous and one and the 
same account ? 

Mr. Bettino. Yes, sir. 

Senator McCietian. That is what I wanted to clear up. Thank you 
very much. 

Senator Munpr. As I understand your answers to the questions 
that Senator McClellan was asking you about whether you could re- 
call the exact amount of debits or credits on these statements that you 
prepared correctly, it is indicated that nobody in the company ever 
told you to discontinue sending statements to Boyle. 
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Miss Boonr. That is right. 

Senator Munpr. So that you assumed that, having no orders to the 
contrary, you should make those monthly statements out the way you 
always had up until the time you left? 

Miss Boone. That is right. 

Senator Munpr. You had never been notified in writing or verbally, 
“Mr. Boy le is no longer employed so you need not prepare those 
statements” ? 

Miss Boone. That is right. 

Senator Munpr. You had prepared them on a monthly basis? 

Miss Boone. That is right. 

Senator Munpr. So that on at least 12 occasions you had pre- 
pared a Boyle statement and sent it on to the bookkeeping depart- 
ment or the mailing department on the assumption Boyle was still on 
the payroll ? 

Miss Boone. That is right. 

Senator Munpr. Had you ever in your experience as a bookkeeper 
had notice from the company concerning other employees who had 
quit so that you knew when an employee was no longer with the 
company so that statements were no longer prepared / 

Miss Boone. That is right. I mean they were taken out. They did 
not give me the accounts to make statements on. 

Senator Munpr. So that on other occasions, as with any company, 
salesmen had dropped out, people had left the company, they would 
then take that ledger sheet out and notify you not to make those 
statements ? 

Miss Boone. That is right. 

Senator Munpr. So, by virtue of the fact they had done that with 
others and had not done that with Boyle, you had a perfect right to 
assume you should make those statements out and he was still on the 
payroll of the company ¢ 

Miss Boone. That is right. 

Senator Munpr. Now are you clear in your memory whether you 
sent the same information on these ledger sheets to both Boyle and to 
Siskind, or did you send one a separate statement from the other? Are 
you positive in your recollection about that ? 

Miss Boon. No; I am not. 

Senator Nixon. Mr. Chairman, there is one thing that I want to 
find out. 

When did you say you first heard of Mr. Siskind? 

Miss Boong. You mean as to whom ? 

Senator Nixon. Senator Mundt asked you that question. There 
seemed to be some misunderstanding as to what your answer was. 
When did you say you first heard of Mr. Siskind ? 

Miss Boone. I only knew who Mr. Siskind was when it all came out 
in the papers as to who—— 

Senator Nrxon. Who he was? 

Miss Boonr. Who he was. I had heard the name. 

Senator Nixon. When did you first get instructions to put Mr. 
Siskind’s name on this account ; do you recall that ? 

Miss Boonr. No, sir. I mean his card would just come through; I 
would make it up just the same as if there were any new employees 
added on. 
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Senator Nrxon. Then when you answered Senator Mundt a moment 
ago when he asked you when you first heard of Mr. Siskind, you meant 
that is the first time you knew who Mr. Siskind was, was when the 
hearings began ? 

Miss Boonr. That is right. 

Senator Nrxon. Before that time you had sent out these statements 
to Mr. Siskind ? 

Miss Boone. That is right. 

Senator Munpr. On that point, I wonder if you could help clear up 
one rather confusing point, and that is that on the ledger sheets and 
on the checks immediately following the time when Boyle said he 
disassociated himself from the accounts, it is carried on your ledger 
as a Sam Siscon, and then under that a little later is typed the words 
“Max Siskind.” Did anybody ever say anything to you about why 
that change was made? 

Miss Boone. No, sir. 

Senator Munpr. You did not type that part out. That just came 
through to you in that form so that you changed your ledger accord- 
ingly but did not ask any questions as to that ? 

Miss Boone. That is right. 

Senator Hory. Miss Boone, thank you for your presence here. You 
are excused. 

This hearing is not closed. 

We have some leads which the committee is working on, the staff, 
and we will adjourn temporarily because we are going to take up Mr. 
Gabrielson’s case tomorrow, and we will resume at any time the com- 
mittee feels we have evidence developed that will be worth while to 
present. 

Senator Nrxon. Mr. Chairman, in that connection I spoke to counsel 
before the hearing and indicated that I wanted to make a statement 
which will be very brief in regard to that very matter. 

I am glad that the chairman made the statement that he did, 
because apparently there was some misconception over the week end 
as to whether the committee was to continue the investigation. I know 
the chairman indicated just what he has indicated publicly today. 

The chairman will recall that during the questioning of Mr. Boyle 
IT asked him specifically about his relationships with Mr. Turney 
Gratz at the time that Mr. Boyle was chairman of the Democratic 
National Committee and at the time that Mr. Turney Gratz was an 
employee of the RFC. That was during the year 1949. 

Since that time I have had an opportunity to check over the bank 
statements—that is, I have not seen them myself, but the staff has 
been very helpful in giving me the information that I desired to 
question him about, the bank statements of Mr. Boyle and his income- 
tax returns—and that investigation reveals that, during the period 
that Mr. Boyle was chairman of the Democratic National Committee 
and Mr. Gratz was a $10,300-a-year employee of the RFC, Mr. Boyle 
paid Mr. Gratz, $1,200 and deducted it from his income tax under 
the heading “Fees for services rendered and reimbursements to 
employees.” 

Under the circumstances I feel that it is only fair to ask Mr. Gratz 
to come before the committee to question him about it and to get his 
income-tax returns, of course, and his bank statements. 
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I might say this: That there may be a perfectly plausible explana- 
tion, but it would seem to me that in the absence of such an explanation 
it would be highly improper for the chairman of the Democratic 
National Committe to have on his payroll a $10,000 employee of the 
RFC, and that is what the record indicates at this point. 

I have a statement which I will submit of my analysis for the record, 
which I will submit to the counsel for the purposes of further invesi- 
gation. 

Senator Horry. As soon as I got information with reference to this, 
I directed the staff to make this investigation. 

Senator Nrxon. I appreciate that. ‘The Chair has been cooperative 
throughout. 

Senator Horry. The subcommittee will now recess until 10 o’clock 
tomorrow. 

(Whereupon, at 12:30 p. m., the subcommittee adjourned, to recon- 
vene at 10 a. m. Thursday, October 4, 1951.) 
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THURSDAY, OCTOBER 4, 1951 


Untrep Srates SENATE, 
INVESTIGATIONS SUBCOMMITTEE, 
CoMMITTEE ON EXPENDITURES IN 
THE Executive DEPARTMENTS, 
Washington, D. C. 

The subcommittee met, pursuant to adjournment, at 10:15 a. m. in 
room 357, Senate Office Building, Senator Clyde R. Hoey (chairman 
of the subcommittee) presiding. 

Present: Senator Clyde R. Hoey, of North Carolina; Senator John 
L. McClellan, of Arkansas; Senator Thomas R. Underwood, of Ken- 
tucky; Senator Karl E. Mundt, of South Dakota; Senator Joseph R. 
eel, of Wisconsin; and Senator Richard M. Nixon, of Cali- 

ornia. 

Also present: Francis D. Flanagan, chief counsel; Howell J. 
Hatcher, chief assistant counsel; Jerome E. Adlerman, assistant coun- 
sel; William A. Leece, assistant counsel; and Ruth Young, clerk. 

Senator Horry. The subcommittee will come to order. 

Mr. Gabrielson, the photographers will take one picture when you 
are sworn in and then you won’t be bothered further. 

Mr. Gasrtetson. Thank you, sir. 

Senator Hory. Will you stand up, please, sir. Hold up your right 
hand. Do you solemnly swear that the testimony you give in this 
hearing will be the truth, the whole truth, and nothing but the truth, 
so help you God? 

Mr. Gaprreison. I do. 

Senator Hory. Thank you. Have a seat. 

Mr. Gabrielson, before you begin testifying I want to call one wit- 
ness to just put a document into the record from the RFC. 

Mr. Gasrietson. Do you wish me to retire? 

Senator Hory. Just sit where you are. Mr. Frank Ronan. 

Mr. Ronan, hold up your right hand. Do you solemnly swear that 
the testimony you give in this hearing will be the truth, the whole 
truth, and nothing but the truth, so help you God ? 

Mr. Ronan. I do. 


TESTIMONY OF FRANK T. RONAN, DIRECTOR, OFFICE OF LOANS, 
RECONSTRUCTION FINANCE CORPORATION 


Senator Hory. Mr. Flanagan, will you place in the record the 
document. 


Mr. Franacan. Will you give your full name and official position 
with the RFC for the record. 
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Mr. Ronan. I am Frank T. Ronan, director of Office of Loans, 
RFC. 

Mr. Franacan. And you and other officials of the RFC have pre- 
pared a chronology with regard to the Carthage Hydrocol loan? 

Mr. Ronan. Yes, sir. , 

Mr. Fianacan. Do you have that chronology with you? 

Mr. Ronan. Yes, sir. 

Mr. Fianacan. This was prepared from the official records of the 
RFC? 

Mr. Ronan. Yes, sir. 

Mr. Fianacan. And it includes not only a chronology of the three 
loans themselves, but various changes and modifications in the loan 
terms? 

Mr. Ronan. Yes, sir. 

Mr. Fianacan. And also includes a list of the stockholders of 
Carthage Hydrocol and one of the owning companies, the Hydro- 
carbon Research, Inc. ? 

Mr. Ronan. It does. 

Mr. Fianacan. Will you place that in the record now, and if there 
are any questions at a later time, we will either interview you or some- 
one else in that regard. Thank you. 

Senator Hory. You may retire. 

(The document referred to above reads in full as follows:) 


CARTHAGB HypDRocoL, INC. 
New York, N. Y. (Plant at Brownsville, Tex.) 


OcToBeR 2, 1051. 

This company Was organized on September 12, 1945, as successor to Carthage 
Chemical Co., of Carthage, Tex. Its business is manufacturing and marketing 
petroleum products and derivatives, such as high-quality motor gasoline, high- 
grade Diesel oils and crude alcohols, using natural gas as a raw material. For 
the conversion of natural gas to premium gas and other petroleum derivatives 
the Hydrocol process is to be employed. This process was perfected by Hydro- 
carbon Research, Inc., a company instrumental in the organization of Carthage 
Hydrocol, Inc. The original officers of the company, the present officers, directors, 
and stockholders of borrower and Hydrocarbon Research, Inc., are listed in 
exhibit A attached hereto. 

Loan authorizations and important actions relating to such authorizations are 
as follows: 

September 11, 1944.—Executive committee approved memorandum from the 
Secretary of Commerce, dated September 8, 1944, a copy of which is attached 
marked “Exhibit B.’ (Directors acting: Messrs. Mulligan and Klossner. ) 

April 8, 1946.—Approved loan of $9,000,000. (Directors acting: Messrs. Allen, 
Bodman, Mulligan, and Gunderson.) Unanimously recommended by agency and 
Washington. 

April 12, 1948—Approved loan of $3,500,000. (Directors acting: Messrs. 
Goodloe, Gunderson, and Mulligan.) Recommended by agency and Washington 
examiner but submitted without recommendation by Washington review com- 
mittee as a question of policy. 

April 25, 1948.—Approved loan of $6,000,000. (Directors acting: Messrs. Hise, 
Dunham, Gunderson, Mulligan, and Willett.) Recommended by agency, Wash- 
ington personnel, except examiner who submitted without recommendation as 
a question of policy, and Washington review committee. 

All of the foregoing loans were made in connection with the construction of 
borrower's plant and represented not more than 50 percent of the total cost 
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chereof, the borrower being required to inject a total of $19,500,000. The amount 
actually subscribed by stockholders to date is $28,000,000. 

December 16, 1948.—Modified resolutions in minor respects and acted on 
Gabrielson’s compensation for legal services and as president. In connection with 
legal fees for 1945 it was required that a stand-by agreement be executed by 
Gabrielson for a balance of $9,000 and the legal fee for 1947 was approved for 
$6,000. Unanimously recommended as approved. (Directors acting: Messrs. 
Hise, Bodman, Gunderson, Mulligan, and Willett.) 

February 7, 1949.—Amended preceding action based on Gabrielson’s request for 
reconsideration. This eliminated required stand-by agreement and resulted in 
permitting payment of legal fees and salary as president as set forth in exhibit 
C attached hereto. Unanimousiy recommended as approved. (Directors acting: 
Messrs. Hise, Gunderson, Mulligan, and Willett.) 

April 25, 1949.—Moditied loan resolutions 1 and 2 in several respects, including 
change in repayment schedules to provide for first installment of $175,000 on 
October 1, 1951, instead of October 1, 1949, on first loan and $75,000 on October 1, 
1951, instead of October 1, 1949, on second loan. Unanimously recommended as 
approved. (Directors acting: Messrs. Hise, Dunham, Gunderson, Mulligan, and 
Willett.) 

Declined to approve borrower's requests that $3,500,000 be injected and ex- 
pended by principals prior to disbursement of second loan and that RFC recog- 
nize moneys received from Stanolind Oil & Gas oC. for their share of cost of 
utility facilities (approximately $2,000,000) as moneys expended by borrower. 
Recommended for approval by agency, for decline by Washington examiner and 
review committee. (Directors acting: Messrs. Hise, Dunham, Gunderson, Mulli- 
gan, and Willett:) 

July 6, 1949.—Modified loan resolutions 1 and 2 to permit injection of required 
working capital periodically and concurrently with disbursements on account of 
the loans and eliminated condition requiring agreement that principals will pro- 
vide funds to complete plant. Unanimously recommended for decline. (Direc- 
tors acting: Messrs. Hise, Dunham, Gunderson, Mulligan, and Willett.) 

April 17, 1950.—Declined to accede to borrower's request that moneys paid to 
borrower by Stanolind Oil & Gas Co. for its share of the cost of utility facilities 
be considered as “injected working capital.’ Unanimously recommended for 
decline. (Directors acting: Messrs. Hise, Dunham, Gunderson, Mulligan, and 
Willett.) 

May 2, 1950.—Reconsidered previous request and approved it provided bor- 
rower’s indebtedness to Stanclind Oil & Gac Co. on account of the advances be 
subject to stand-by agreement. Agency suggested approval conditioned on 
stand-by—Washington examiner approval. Review committee approval sub- 
ject to stand-by. Directors acting: Messrs. Hise, Dunham, Gunderson, and 
Willet. 

May 24, 1950.—Approved elimination of stand-by agreement covering advances 
by Stanolind Oil & Gas Co., provided such advances are in addition to moneys 
required to be paid borrower by its subscribers. Unanimously recommended. 
Directors acting: Messrs. Hise, Dunham, Gunderson, and Willett. 

September 24, 1951.—Declined by borrower’s request for deferment to ma- 
turity of installments due October 1, 1951, on first and second loans of $175,000 
and $75,000, respectively. Favorably recommended by agency and Washington 
review committee; declined by Washington examiner ; declined by Administrator 
Symington. 


PUBLIC INTEREST 


The need for borrower's product is evidenced by letters from the following, 
copies of which are attached as exhibits: 

Exhibit D: Assistant Secretary of the Navy W. John Kenney, April 3, 1946. 

Exhibit E: Under Secretary of War Kenneth C. Royall, April 5, 1946. 

Exhibit F: Secretary of the Interior J. A. Krug, April 5, 1948. 

Exhibit G: V. Bush, president, Carnegie Institution of Washington, April 
3, 1946. 

Exhibit H: W. K. Lewis, Massachusetts Institute of Technology, Department 
of Chemical Engineering, April 4, 1946. 

Exhibit I: Under Secretary, Department of the Interior, Oscar L. Chapman, 
March 16, 1948. 


81249—51—pt. $--—54 
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ExHrsir A 


OFFICERS, DIRECTORS, AND STOCKHOLDERS OF CARTHAGE Hyprocor, Inc. 


Officers 


The officers as indicated in borrower's first application were as follows: 


A. D. David, president. 


Guy George Gabrielson, vice president and director. 
Mary A. Allen, secretary-treasurer. 


The officers as now indicated are— 


President: Guy George Gabrielson. 
Vice President: Frank M. Dawson. 


Treasurer: Allen K. Brehm. 
Secretary: Albert L. Wolfe. 


Assistant treasurer: Gordon E. Danner. 
Assistant Secretary: Herbert C. Papritz. 


Directors 


Mr. Guy George Gabrielson, president, 
Carthage Hydrocol, Inc., 70 Pine 
Street, New York, N. Y. 

Mr. L. H. Lindeman, vice president, the 
Texas Co., 135 East Forty-second 
Street, New York, N. Y. 

Mr. George H. Clifford, president, Stone 
& Webster Service Corp., 90 Broad 
Street, New York, N. Y. 

Mr. J. F. Schoellkopf IV, Niagara Share 
Corp., 70 Niagara Street, Buffalo, 
NN, Ze 

Mr. P. C. Keith, president, Hydrocarbon 
Research, Inec., 115 Broadway, New 
York, N. Y. 


Mr. H. Neil Mallon, president, Dresser 
Industries, Inc., Atlantic Building, 
Dallas, Tex. 

Mr. Harry T. Klein, president, the 
Texas Co., 135 East Forty-second 
Street, New York, N. Y. 

Mr. Michael Halpern, vice president, 
the Texas Co., 1385 East Forty-second 
Street, New York, N. Y. 

Mr. John F. Lynch, president, La Gloria 
Corp., Post Office Box 779, Corpus 
Christi, Tex. 

Mr. W. Frank Miller, vice president, 
Forest Oil Corp., Bradford, Pa. 

Mr. N. C. McGowen, president, United 
Gas Corp., Shreveport, La. 


Stockholders 


Hydrocarbon Research, Inc., 115 Broad- 
way, New York, N. Y. 

The Texas Co., 135 East Forty-second 
Street, New York, N. Y. 

Forest Oil Corp., Forest Oil Building, 
Bradford, Pa. 

Niagara Share Corp., 70 Niagara Street, 
Buffalo, N. Y. 

United Gas Corp., Shreveport, La. 


La Gloria Corp., Post Office Box 779 
Corpus Christi, Tex. 

Western Natural Gas Co., National 
Standard Building, Houston, Tex. 
Stone & Webster, Inc., 90 Broad Street, 

New York, N. Y. 
The Chicago Corp.,, 135 South La Salle 
Street, Chicago, Il. 


The foregoing were the original stockholders. During this year new stock- 
holders were added and the interests now appear as follows: 


Chicas 
Forest 
La Gl 
Niaga' 
Stone 
The T 
Unite 
Weste 
Rober 
Willia 
Newn 
Henrt 
Gurde 
Estat 
Julia’ 
W.A 
Whit 
Harol 
Robe 
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Carthage Hydrocol, Inc., tabulation of subscriptions as at July 2, 1951 


6 percent promissory notes 





Nonpre- 


ferred Preferred Prior 


preferred Total 





SS ----------:---- i ‘ oe ae Sciidteciearahelis $975, 000 

Forest Oil Corp... eae kendicd si eae 2, 593, 750 

La Gloria Corp-. iebeaee Saket wagddwo nave , 350, 000 

Niagara Share Corp. é ihe tes , 593, 750 

Stone & Webster, Inc 3 750 |_- 7 , 188, 000 

The Texas Co , 341, 550 | , 045, 550 

United Gas Corp 3, 747, 700 

Western Natural Gas Co 84, 375 

Robert W. Carle 16, 875 

William A. Coolidge LORE ELE 16, 875 

Newmont Mining Corp : 84, 375 

Henry L. Shattuck 16, 875 

Gurdon W. Wattles. ‘ 8, 100 

Estate of Francis W. Weld__..-..........-.---- 7, 887 

anne 2 8, 437 

ser a. ccavcncasecscce 101, 250 
in White, Weld & Co 100, 575 
g) Harold C. Whitman iB ee a eR ree, 16, 875 
Robert Winthrop Se as Lethe wececgec att 33, 750 








the |/—— a 
ond Total : , 237, 500 4, 262, 500 5, 500, 000 | 28, 000, 000 
I ! 





ont, 
ond 


| 
} Common stock! 
| 
ria ae i ~teeiien 
| 

ous . Total iat 
number | number | pemen 
of shares |of shares| 98° 


Chicago Corp............-...| 731%] 3 Newmont Mining Corp... 632 | 0.2613 
Forest Oil Cor | 19, 453% 8.0426 || Henry L. Shattuck__-___- 12 . 0525 
Hydrocarbon esearch, Inc.| 19, 125 7.9070 || Gurdon W. Wattles. 61 . 0252 
La Gloria Corp 10,125 | 4.1860 || Estate of Francis W. Weld_. 134 . 0554 
Niagara Share Corp | 19, 45344) 8.0426 || Julia T. Weld paeboucl 63 . 0260 
Stone & Webster, Inc........| 16,410 | 6.7845 || W. A. & A. N. White_. 759 | 3138 
The Texas Co | 118,09154) 48.8234 || White, Weld & Co___.. act 755 | . 3122 
United Gas Corp 28, 10734; 11. 6208 Harold C, Whitman.. 127 | . 0525 
Western Natural Gas Co on 78) - 2613 || Robert Winthrop-__. age 253 . 1046 
Rober W. C . 0525 ——$—$<$<$_ | ——__—__ 











William A. Coolidge iz | . 0525 | 241,875 | 100. 0000 
| | } 


1 (1) Allofthe common stock was subscribed for at $1 per share except that held by Hydrocarbon Research, 
Inc. Total paid for outstanding stock $222,750. (2) The 61 shares of common stock and $8,100 6-percent 


promissory notes held by Gurdon W. Wattles have since been acquired by Frank Dawson, Allen K. Brehm, 
and Albert Wolfe. 


OFFICERS, DIRECTORS AND STOCKHOLDERS OF HyPDROCARBON RESEARCH, INC. 
Officers 


P. C. Keith: President. Robert H. Cornwell: Vice president. 
John H. Arnold: Vice president, in Andrew J. Noe: Treasurer. 
charge of research and development. Carroll A. Boynton: Secretary. 
Edwin T. Layng: Vice President, in Dorothy G. Karas: Assistant secretary. 
charge of business and contracts. 
Howard Dimmig: Vice president, in 
charge of engineering. 


Directors 


P. C. Keith Andrew J. Noe Prescott S. Bush 

J. H. Arnold J. B. O’Connor Rodoloh 3 E. Reimer 
E. T. Layng. H. Neil Mallon William A. McAfee. 
R. H. Cornwell G. G. Gabrielson 
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Stockholders 


Class A: Shares | Class A—Continued Shares 
J. H. Arnold Dresser Industries__-____- 17, 996 
P. S. Bush G. G. Gabrielson__ 
R. H. Cornwell P. C. Keith 
Dobjo, Ine ) J. B. Connor 
E. T. Layng R. E. Reimer 
Wm. A. McAfee 
H. N. Mallon Number shares issued at 
June 19, 1950 


Authorized shares A common stock: 100,000 shares. 

Class B: 34 individual stockholders hold 6,625 shares, of which J. H. Arnold 
holds 2,000 and E. T. Layng holds 1,350. The remaining stockholders holding 
shares of 500 and less. 

The controlling stockholders are Dobjo, Inc., and Dresser Industries. 

Dobjo, Inc., is owned 49 percent by P. C. Keith, president of Hydrocarbon Re- 
search, Inc. ; 49 percent by John B. O'Connor, executive vice president of Dresser 
Industries ; and 2 percent by Guy George Gabrielson. 

Dresser Industries and a group of affiliates are builders and distributors of 
equipment used in production, transportation, refining, and supply of petroleum 
and natural gas. They are furnishing equipment for borrower's plant under 
contracts aggregating approximately $3,000,000. 

Hydrocarbon Research, Inc., developed and promoted the Hydrocol process. 
Its stockholdings in borrower were reecived without payment in connection 
with the formation of the company. It also has an engineering contract with 
borrower providing for payment of a fixed fee of $450,000 in adldition to actual 
costs (excluding cost of pilot plant) and a service contract to begin with sub- 
stantial commercial operation of the plant at $100,000 per year for 15 years. 
Resolutions require stand-by agreement in respect to these service fees. 


ExHisit B 


ExcerPTs FrRoM THE MINUTES OF A MEETING OF THE EXECUTIVE COMMITTEE OF 
RECONSTRUCTION FINANCE CORPORATION ON SEPTEMBER 11, 1944 


* ¥ * * * * + * 


The executive committee approved the following memorandum from the Secre- 
tary of Commerce: 

SEPTEMBER 8, 1944. 
Memorandum 
To: The Board of Directors. 
Re: Carthage Chemical Co., Carthage, Tex. 

The following men called to discuss a loan for the construction of a plant at 
Carthage, Tex., to manufacture gasoline out of gas: R. H. Kelley, Houston, Tex. ; 
P. C. Keith, 115 Broadway, New York, N. Y.; H. N. Mallon, Bradford, Pa.; 
J. B. O'Connor, Olean, N. Y.; and W. K. Warren, Tulsa, Okla. They stated that 
the plant would cost $12,000,000, and that they wanted to borrow $10,000,000. 

I stated to them that if our engineers and experts determined after thorough 
investigation that the project would be successful and do reasonably what they 
claim it will do, the RFC would give favorable consideration to the loan of 
one-half of the cost of the plant up to $6,000,000; that the loan would be made 
at 4 percent interest, could be amortized over a period of 5 years, and that 
interest would be charged on the money as it was drawn. 

That no value would be placed by the RFC upon money heretofore spent in 
developing the process, nor would RFC require the assignment of the one-eighth 
interest in the gas, which they claim would accrue to them when the plant was 
in operation, but would have to be satisfied that the terms upon which they were 
acquiring the gas would be favorable enough to allow the project to succeed. 

Assuming that the process is thoroughly proven. then the vital subject to 
consider would be the terms of the gas purchase contract. 

Mr. Keith is the man who will come back to discuss the matter further, and 
he thoroughly understands that we will only consider a loan up to 50 percent of 
the cost of the plant. 
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I stated further that, because it was a new process, we would want every 
phase of it checked and double checked; and that we would like to see it go 
forward if it appeared to be feasible and practicable. 


(Initialed) J. H. J. 
(Typed) Jesse H. Jones. 


* x * 


ExuIsiT C 
Marcu 22, 1951. 
Memorandum 
To: Mr. Frank Ronan. 
Re: Carthage Hydrocol, Inc., New York, N. Y. 


Pursuant to your request regarding legal fees and salary approved for Mr. 
Guy George Gabrielson, the president and general counselor of borrower, our 
records reflect that on February 7, 1949, the directors interposed no objection 
to payment by borrower to Guy George Gabrielson of $34,000 for legal services 
rendered during the year 1945, and $2,075.46 for reimbursement of expenses 
incurred during that year. They also interposed no objection to the borrower's 
paying Mr. Gabrielson $10,000 annually retroactive to and including the year 
1946 for legal services, and $15,000 annually retroactive to and including the 
year 1945 for services rendered as borrower's president. 

In other words, the borrower was permitted to pay Gabrielson in 1945 
$36,075.46 and $25,000 annually thereafter. Up to and including the year 1950, 
the total payments so permitted aggregate $161,075.46. 

W. A. HENRICH. 


Exuinit D 


THE ASSISTANT SECRETARY OF THE NAVY, 
Washington, April 3, 1946. 
The CHAIRMAN, Boarp or DrrecTorRS, RECONSTRUCTION FINANCE CORPORATION, 
Washington, D. C. 

Deak Str: The Navy Department has been informed that Mr. P. C. Keith 
and associates are applying for a loan to construct a plant for the conversion of 
natural gas to liquid hydrocarbon products such as gasoline, diesel oils, ete. 

The Navy has made a preliminary examination of this subject and, although 
it cannot express itself on the merits of the process itself, it is of the opinion 
that the conversion of natural gas to liquid form in the proportions indicated 
by the designers of the process would be of great value and equivalent to in- 
creasing the available oil resources of this country. 

Sincerely yours, 
W. JoHN KeNNepyY. 


Exursit E 
War DEPARTMENT, 
Washington, April 5, 1946. 
The CHAIRMAN, 
Board of Directors, Reconstruction Finance Corporation, 
Washington, D.C. 

Dear Sir: The War Department is advised that Carthage Hydrocol, Inc., is 
applying for a loan to construct a plant for the conversion of natural gas to 
liquid hydrocarbon products such as gasoline, Diesel oils, ete. 

The Department has placed itself on record as favoring any measures which 
would tend to increase or preserve this country’s petroleum reserves. Although 
the War Department cannot at this time express an opinion as to the prac- 
ticability or value of the process, should it produce refined petroleum in the 
quantities indicated by the designers it would be of great value as a measure to 
increase existing petroleum reserves. 

Sincerely yours, 
KENNETH ©, ROYALL, 
Under Secretary of War. 
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Exuisit F 


THe SECRETARY OF THE INTERIOR, 
Washington, April 5, 1946. 
Mr. CHARLES B. HENDERSON, 
Chairman, Board of Directors, 
Reconstruction Finance Corporation, 
Washington, D. C. 

My Dear Mr. HENDERSON: In a telephone conversation April 2 with Dr. R. R 
Sayers, Director of the Bureau of Mines, Mr. Sam H. Husbands of your 
Board requested an opinion as to whether the production of gasoline from natu 
ral gas as proposed by the Carthage Hydrocol Corp. is in the public interest 

On the assumption that the commercial process as represented by the Carthage 
Hydrocol Corp. in its loan application to the Reconstruction Finance Corp. is 
successful, I believe that the project would be in the national interest because 
of the resultant substantial increase in equivalent oil reserves. 

As you know, Congress recognized the need of supplementing our petroleum 
reserves by the passage of Public Law 290, authorizing the Bureau of Mines to 
conduct research and operate demonstration plants to produce synthetic liquid 
fuels. The proposed plant would supplement the Bureau of Mines program 
which is directed toward the utilization of coal, lignite, and oil shale. 

Sincerely yours, 
J. A. Krue, 
Secretary of the Interior. 


Exit G 


CARNEGIE INSTITUTION OF WASHINGTON, 
OFFICE OF THE PRESIDENT 
Washington, D. C., April 3, 1946. 
Mr. P. C. KEITH, 
Hydrocarbon Research, Inc., New York, N. Y. 


My Dear Mr. KEITH: I am glad to respond to the question which you put to me 
in our interesting discussion concerning the conversion of natural gas into 
gasoline, not only because of our association in the war effort, but also be 
cause of my interest as a citizen in the whole problem of our oil and power 
resources in this country, and my interest as an engineer in this exceedingly 
important matter. 

I feel sure that the demonstration of the feasibility of the commercial con 
version of natural gas into gasoline will be decidedly in the public interest. 
You realize, of course, that I have had no opportunity to investigate thoroughly 
any of the technical aspects of the process you propose or of the probabilities 
of its success. However, assuming that the process could be made to work from 
a technical standpoint, and based merely on the whole question of our reserves, 
there is no deubt in my mind that it is an exceedingly important matter to arrive 
at a successful process for this purpose. As we look toward the future, during 
which at the same time we shall face the very serious depletion of our oil 
reserves in this country, it would be an exceedingly important step to be able 
to utilize natural-gas resources for purposes for which gasoline is now employed, 
and it is certain that this would involve by far less disruption if a direct process 
of conversion of one into the other can be demonstrated. 

I hope, therefore, that you will be successful in your exceedingly interesting 
efforts along these lines. 

Cordially yours, 
V. Bus. 


ExuHipit H 


MASSACHUSETTE INSTITUTE OF TECHNOLOGY, 
DEPARTMENT OF CHEMICAL ENGINEERING, 
Cambridge, Mass., April 4, 1946. 
Mr. P. C. KEITH, 
Hydrocarbon Research, Inc., 
New York, N. Y. 

My Dear Mk. KeErTu: I am informed by Mr. Arnold that you would like a state- 

ment from me as to my personal opinion of the importance, particularly from 
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the point of view of the national interest, of the development on a commercial 
scale of a successful process for the conversion of natural gas into liquid hydro- 
carbons. Iam glad to give such a statement. 

It is, in my opinion, beyond serious question that the time may not be far dis- 
tant when this country may have to rely in part, or conceivably eevn entirely, on 
synthetic processes for its supply of liquid hydrocarbons. It would be nationally 
dangerous for us to allow a situation to come about before the development and 
demonstration, on at least a reasonable commercial scale, of a process or pro- 
cesses suitable for such synthesis. In the long run such a synthesis will doubtless 
have to start with coal. However, it looks to me as though the first initial step 
in commercial development may well best be the development of a synthesis of 
liquid hydrocarbons from natural gas. Such a process ought to be able to 
bear a considerable fraction and conceivably even the whole of its own expense, 
and certainly ought to furnish a great deal of light on the commercial poten- 
tialities of an ultimate process from coal as the basic raw material. 

Because of these convictions on my part, and assuming that the laboratory 
and pilot plant data available furnish satisfactory basis for the conclusion that 
development on a limited commercial scale is now in order, I feel that the 
attempt to develop, construct, and operate full scale units for conversion of 
natural gas to liquid hydrocarbons by some one of the various organizations 
now working in this field is desirable in the national interest. 

Most sincerely yours, 
W. K. Lewis. 


Exuisir I 


UNITED STATES DEPARTMENT OF THE INTERIOR, 
OFFICE OF THE UNDER SECRETARY, 
Washington, March 16, 1948. 
Hon. JOHN D. GOODLOE, 
Chairman, Reconstruction Finance Corporation, 
Washington, D. C. 

My Dear Mr. CHAIRMAN: The Department of the Interior is advised that 
Carthage Hydrocol, Inc., has filed an application for an additional loan com- 
mitment from RFC for the construction of its plant at Brownsville, Tex., which 
will convert natural gas to liquid hydrocarbons. 

Although the Department cannot at this time express an opinion as to the prac- 
ticability of the proceeds or its commercial application, on the assumption that 
as represented to you by the corporation it is successful, we believe that the 
project will be of great value as a means of increasing equivalent oil reserves. 
This appears to be even more important now than it was when we originally 
wrote to you on this subject on April 5, 1946. 

Sincerely yours, 
Oscar L. CHAPMAN, 
Under Secretary. 


TESTIMONY OF GUY GEORGE GABRIELSON, CHAIRMAN, 
REPUBLICAN NATIONAL COMMITTEE 


Senator Hory. Mr. Gabrielson, I believe you have a prepared 
statement. 

Mr. Gasrtetson. Yes, I have, Senator. 

Senator Horry. We will be very glad to give you the privilege of 
reading that without interruption and then, at the conclusion of your 
statement, questions will be asked you by various members of the 
committee. 

Mr, Gartetson. Thank you, sir. 

Senator Horry. Before you begin reading, however, please give 
your name and connection to the reporter. 

Mr. Gaprretson. My name is Guy George Gabrielson, and I am 
the president of Carthage Hydrocol, and my law firm is the general 
counsel of the Carthage Hydrocol. 
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Senator Hory. Give the name of your law firm. 

Mr. Gaprretson. Sir? 

Senator Hory. Give the name of your law firm. 

Mr. Gaprtectson. Guy George Gabrielson. 

Senator Horry. That is the name of the firm? 

Mr. Gaprrecson. Yes, sir. 

Senator Hory. All right. And your firm has offices in New York? 

Mr. Gaprretson. 70 Pine Street, New York, and Bernardsville, 
N. J. 

Senator Hory. All right, you may proceed with your prepared 
statement, Mr, Gabrielson. 

Mr. Gaprretson. Senator, with your permission, I should like to 
say in reference to this prepared statement that was just introduced 
by the RFC that I have no knowledge whether it is a correct, factual 
statement, or whether it is not. I have no—it was just handed to me 
about 5 minutes ago. 

Senator Hory. You will have an opportunity to examine it and 
then if there is any comment you want to make about it, you will have 
an opportunity to do that after you have completed your statement. 

Mr. Gasrtetson. Thank you, sir. 

Chairman Hoey and members of the committee, I greatly appreciate 
your courtesy in granting my request to testify, and my request for 
an investigation of all circumstances surrounding a Reconstruction 
Finance Corporation loan of $18,500,000 to Carthage Hydrocoi, Inc., 
of which I am president. 

Before reciting the basic facts and inviting your questions, I want 
to state the bac kground for these requests. My profession is business 
law. I have also engaged in politics, first as a member of the New 
Jersey Assembly, later as a member of the Re publican National Com- 
mittee, and since August 4, 1949, as the nonsalaried chairman of the 
national committee. 

If I were not the Republican chairman, it is hardly conceivable that 
this committee would be interested in me or in the affairs of Carthage 
Hydrocol. Since I am the chairman, my activities are properly sub- 
ject to the spotlight of public scrutiny. Our people must have con- 
fidence in the ethics and integrity of their Government and political 
leaders, and those unworthy of that confidence must be exposed and 
driven from office, if this Republic is to endure. 

Last winter the Nation was shocked when the Fulbright subcom- 
mittee reported evidence of widespread use of improper influence by 
members of the other party in connection with the affairs of the Re- 
construction Finance Corporation. In that inquiry, the Fulbright 
subcommittee examined the Carthage Hydrocol loan. Senator Ful- 
bright, who is not a member of my politic ‘al party, ey stated 
on March 14, 1951, in a letter to Representative Wayne L. Hays, an 
Ohio Democrat, that— 


the committee did not have any information that influence was brought to bear 
upon the RFC in connection with the granting of this loan. 
To bring out all the facts, on March 27, 1951, I sent to the press and 
Republican leaders a 6-page mimeographed statement detailing fully 
and frankly the facts in this case. 

My statment and the determination of the Fulbright subcommittee, 
however, failed to silence those partisans who, just as schoolboys 
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reply, “You're another” to a taunt, try to hide or minimize a scandal 
in their own party by trying to create the impression of scandal in 
the other party. Iam the Republican chairman; a company of which 
I am president had an RFC loan. That made me the target for 
counterattack. 

I had two choices. It seemed to me that to resign as Republican 
chairman in the hope of saving my party embarrassment would have 
been construed as an admission of i improper conduct. The alternative 
was to refute slander with facts, in full confidence that the people 
recognize truth, and reject false accusations, in keeping with our tra- 
ditional American standards of fair play. 

On last September 19 my name was brought into testimony before 
your committee. Two days later, on September 21, the Honorable 
John Williams, of Delaware, a Republican Senator, took the floor to 
discuss what he regarded as reliable information about my activities 
with the RFC since I became Republican chairman. I am glad that 
he and other Republican Senators urged that all the facts be brought 
out. 

I sent a telegram to your chairman requesting an immediate hear- 
ing, which I had been advised would be forthcoming. When your 
schedule of witnesses did not permit that, I addressed a letter to your 
chairman giving briefly the essential facts, and requesting that in 
addition to hearing my testimony, there be an investigation by your 
committee so that it could give the public the truth. 

Your counsel, Mr. Flanagan, called me on last Saturday. I an- 
swered his questions, gave him permission to search the Carthage 
files, and produced voluntarily for his examination not only my in- 
come-tax returns for 1949 and 1950, but at my suggestion, the work 
sheets giving more detailed information from which the returns were 
prepared. Mr. FI anagan can corroborate this for your record. 

The story of Carthage Hydrocol goes back before the last war. 
Just as that war brought the dev elopment of the atomic bomb, it also 
brought us the realization that gasoline—especially high-octane gas- 
oline—and rubber are among the most vital sinews of our national 
defense. 

Without headlines, and without fanfare, one of the world’s out- 
standing engineers, Mr. P. C. Keith, contributed to all three. He was 
awarded the Medal of Merit for his services, with a personal citation 
from President Truman. 

Let me tell you something about this engineer. Organizations of 
which he has been the technical director are responsible for an appre- 
ciable portion of this Nation’s oil-refining capacity. Three synthetic 
rubber plants were built under his jurisdiction, as well as approxi- 
mately 80 percent of our toluene—the basis for TNT—and about 50 
percent of our aviation gasoline facilities. He was instrumental in 
getting the Government ee use natural gas in the production of am- 
monia—another war nec and as a result the cost of ammonia 
for defense is distinctly he than the previous price. Under his 
direction during the war, oxygen was manufactured so that our fliers 
could operate safely at altitudes of 35,000 feet and above. 

Mr. Keith was a member of the planning board of the Office of 
Scientific Development and Research for what later turned out to be 
the Manhattan project. 
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Finally, as executive vice president of Kellex Corp., he had charge 
of development, research, engineering and materials procurement, 
and general construction supervision for the Oak Ridge, Tenn., 
gaseous-diffusion plant. He resigned from the Manhattan project 
after the second atomic bomb was dropped over Japan, but he is 
still doing work of a highly confidential nature for the Atomic Energy 
Commission. 

It was this same Mr. Keith who had the broad vision, the keen 
understanding, and the technical skill and background to pursue a 
field in which he estimates at least $100,000,000 “has been spent for 
research alone, and where others achieved only partial success. He 
developed the Hydrocol process for making high-octane gasoline and 
byproducts from natural gas on a basis commercially competitive 
with crude oil. 

This is a tremendous achievement. Mr. Keith has told me that it 
was “a harder job than Oak Ridge.” The opinion of experts is mixed, 
but some of them believe that it is the equivalent of increasing our 
known oil reserves by 50 percent. 

Some of my critics in politics and the press at times seemed to con 
fuse Carthage Hydrocol with a patent medicine. Let’s get the facts 
straight once and for all. This is a tremendous undertaking. 

In the first place, Congress for years has been concerned over the 
conservation of our oil reserves, and the desirability of creating a 
synthetic fuel industry. Under the Synthetic Liquid Fuels Act of 
1944 as amended, Congress has authorized $85,000,000 to date, and 
has appropriated around $64,000,000 to the Bureau of Mines for the 
construction and operation of experimental or pilot plants to make 
gas and gasoline from coal and oil shale. Such plants and labora- 
tories are operating at Louisiana, Mo.; Rifle, Colo.; Laramie, Wyo.: 
Morgantown, W. Va., and Bruceton, Pa. 

A report by J. A. Krug, then Secretary of the Department of the 
Interior, to the House Committee on Interstate and Foreign Com- 
merce, dated March 3, 1948, read in part as follows [reading ]: 


In relation to the proposal that construction begin at the earliest possible 

moment on at least three plants of commercial size, the testimony presented 
recently by Secretary of Defense James Forrestal before the Special Subcom- 
mittee on Petroleum of the Armed Services Committee, House of Representa 
tives, included the following: 

“T am of the firm opinion,” he said, “that the United States Government should 
not only support pilot-plant operations in the synthetic liquid fuel industry but 
also should support a few large-scale plants sufficient to provide the engineering 
know-how and to advance technical developments. The encouragement and 
promotion of the synthetic liquid fuel developments is an important part of the 
petroleum policy of the National Military E stablishment.” 

To produce daily from synthetic sources the 2,000,000 additional barrels of 
oil, or slightly less than 40 percent of our current daily consumption, which 
Secretary Forrestal has said would be needed for another major war effort, 
would require, according to prelininary estimates, about 16,000,000 tons of steel 
and the expenditure of approximately $9,000,000,000. 

Therefore, it is urgently recommended that the Congress take positive action 
now to establish a synthetic fuels industry and assure its continued growth. 
The immediate construction of three commercial-size plants is a logical step in 
this program to insure that our future will not be oil-starved. 


Mr. Krug accompanied his statement with a draft of legislation 
authorizing y the RFC to provide $400,000,000 for the construction and 


operation of the three plants. And the ur gency of 1948 is still stressed 
today. 
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An Associated Press dispatch in yesterday’s New York Times re- 
ported that the present Secretary of the Interior, Oscar Chapman, 
had asked the Defense Production Agency for “borrowing power” 
to provide Government aid to industry “in establishing two huge 
plants for the manufacture of liquid fuels from coal and shale.” The 
dispatch added that F. Eberstadt & Co., of New York, had announced 
plans Monday for constructing a $400,000,000 plant in southern Illinois 
if the Government guaranteed a minimum price for the gasoline, 

chemicals, and other products that would be forthcoming. 

We hear recurrent statements by defense officials that gasoline 
rationing may again be necessary. Each winter brings shortages of 
fuel oil for homes and industry, The Middle East, which has supplied 
oil for the defense requirements of our allies of the North Atlantic 
Pact, as well as part of our own needs, is a tinderbox, and no one 
knows when its supply to us will be shut off. 

Mr. Keith saw this need for our own synthetic fuels industry. He 
spent his own funds for research. He studied Germany’s famed 
Fischer-Tropsch synthesis through which gasoline was made from 
coal, and came up with his Hydrocol process, an adaptation which 
Fischer-Tropsch would hardly recognize. He raised nearly $2 million 
to construct and operate a pilot plant in New York State to prove 
his process and perfect his engineering data. 

He tried to interest private financing in the construction of a com- 
mercial plant but was unable to do so because he was pioneering in a 
new industry. He then made an appointment with Mr. Jesse Jones, 
then Federal Loan Administrator. Mr. Jones on September 8, 1944, 
told him the conditions under which RFC would participate in this 
industry—Mr. Keith is here to give you the conditions and the back- 
ground. Mr. Keith is sitting right over here, gentlemen, to my right. 

May I say, gentlemen, that to get the proper chronology of the 
background of this great industry of synthetic fuels, may I suggest 
that you might get that a great deal better if I interrupted my state- 
ment and you heard from Mr. Keith now. 

Senator Hory. I believe you had better proceed, Mr. Gabrielson, 
with your statement: and then if we want to go into that, we can do 
that later. 

Mr. Gaprietson. Thank you, sir. 

The significance of this process, and the story of these efforts to 
obtain the loan commitment from Mr. Jones, can best be described by 
Mr. Keith, who is willing to testify now, preferably, or later if the 
committee prefers. 

Mr. Keith is my neighbor in northern New Jersey. He organized 
an engineering firm known as Hydrocarbon Research, Inc., and on 
November 12, 1945, I became its counsel. He interested a number of 
companies in his project—mainly because of his achievements in other 
fields and the successful operation of his pilot plant—and on Septem- 
ber 8, 1945, organized Carthage Hyrocol. My law firm became this 
company’s counsel after handling the legal work setting it up. 

The principal stockholders of Carthage Hyrdocol are the Texas 
Co., Forest Oil Corp., Niagara Share Corp:, United Gas Corp., La- 
Gloria C orp., $ Stone & Webster, Inc., Chicago corporation, Western 
Natural Gas Co., and Hydrocarbon Research, Ine. 
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These stockholders, with the exception of Hydrocarbon Research. 
subscribed to 6-percent promissory notes to provide the private half 
of the financing stipulated by Mr. Jones. They will receive neithe: 
interest nor any return of the principal until the RFC loan is fully 
repaid. Hydrocarbon Research became a stockholder in return for 
its patents and process. The stock, of course, won’t yield any divi- 
dends until both the RFC and the private loans are repaid. 

On April 26, 1946, I was elected president of Carthage Hydroco! 
by its board of directors upon the resignation of its initial president. 
Construction of the plant was then begun at Brownsville, Tex 

Che project cost more than was originally estimated, due to inflation 
and other factors. An application for a second RFC loan of $3,500,000 
was made February 6, 1948, and approved April 12, 1948. Applica- 
tion for a third RFC loan—it says here $9,000,000. That is a mis- 
print. The first loan was $9,000,000. The second loan was 314 mil- 
lion, and the third loan was $6,000,000, which was made on March 
4, 1949, and approved April 2 

To date, the RFC has loaned $18,500,000 to Carthage Hydrocol. 
Stockholders of Carthage Hydrocol and other interests have put up 
approximately $30,250,000. Thus, $48,750,000 has been invested in 
the company with the RFC loan protected by a first mortgage on all 
its tangible assets. 

The Stanolind Oil & Cas Co. has built a large adjoining plant to 
refine and purify the organic chemicals produced by Carthage Hy- 
drocol. Another plant for the compounding and packaging of these 
byprodue ts has been built by United States Industrial Chemicals, Inc. 

These 3 plants are providing employment for nearly 600 workers. 

Let me quote a portion of what Fortune magazine said of this 
venture. 

Gentlemen, you have in your possession there an aerial photograph 
of the Carthage Hydrocol plant together with the Stanolind plant and 
United States Chemical plant, to give you an idea of the magnitude of 
this operation. 

Now, quoting from Fortune magazine [reading]: 

It is a mammoth conception in which three separate companies are inter- 
linked. Carthage Hydrocol, Inc., the key unit, takes in a huge stream of natural 
gas and oxidizes it into some 7,000 barrels of gasoline and oil products a day. 
At the same time, it pulls out a mixed stream of water-soluble crude chemicals 
at the rate of 300,000 pounds a day and pipes it next door to a unit owned by 
Stanolind Oil & Gas Co. Stanolind separates and refines the mixed stream into 
some 20 basic chemicals—more to come later—including most organic acids, 
alcohols, a string of ketones and aldehydes,’ and pipes them on to a unit of 
United States Industrial Chemicals, Inc., which ships them elsewhere for further 
processing and marketing. 

The full engineering feat—collaborated in by all participants and based on 
process engineering by Hydrocarbon Research, Inc., and Texas Development 
Co.—cannot yet be explored. But some details will show its Texan scope. To 
get the amounts of oxygen required, the world’s largest oxygen-from-air plant 
was built, of a new design, equal to all the rest of the oxygen-fixation capacity 
in the United States combined. To get the huge amounts of cooling water needed 
from arid Texas, cooling systems were devised to use salt water sucked in from 
the Brownsville ship canal at 144,000 gallons a minute. To handle the high heats 
and pressures involved, vessels of ponderous new shapes were designed. The 
big gleaming thermos bottles in the foreground above—of the photograph you 
gentlemen have—for example, are gas-fired furnaces some 50 feet high. To get 


such a series of plants on stream—started in order, coordinated, and running 
simultaneously—is the top engineering feat of all. 
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The Fortune article concludes: 
It is a giant pilot plant of a new order, built with great risk and courage. 


Fortune did not exaggerate. The process has been proven. The 
plant has operated successfully over various periods during the last 
several months, but we also have encountered mechanic: al failures. 
We are not yet in continuous, full-time commercial operation. 

Now for my compensation. The director of Carthage Hydrocol 
on February 7, 1946, voted to pay me and my law firm $34,000 for 
legal services and $2,075.46 for expenses in connection with organiz- 
ing the company, acquiring gas contracts, leasing land for a site, et 
cetera. Since that date, I have received an annual salary of $15,- 
000 as president of this $48,750,000 company, and my law firm has 
nailed $10,000 annually for legal services. All of these payments 
were subject to approval by the “RFC, and I announced them in my 
letter of last March 27. 

On August 4, 1949, 5 months after the third and final loan was 
granted, I was elected chairman of the Republican National Com- 
mittee. It is perfectly clear, therefore, that neither before nor after 
I became chairman did I receive a fee, or any other compensation, 
for obtaining a Government loan, and I expect this committee to so 
state in its report. 

Since becoming the nonsalaried Republican chairman, I have con- 
tinued as president of -Carthage Hydrocol at the request of its stock- 
holders. I felt a responsibility to them, as well as to the Govern- 
ment, to render what services were within my power to get this plant 
into commeréial operation so that both the public and private loans 
could be repaid. I am proud to have a part with Mr. Keith and his 
associates in crossing an industrial frontier, and helping to start a 
pioneer enterprise whose success means so much to our national de- 
fense. Let me add hastily that I don’t own a share of stock in Carthage 
Hydrocol, directly or indirectly, nor in any of the stockholding com- 
panies except a qualifying share in Hydrocarbon Research to enable 
me to be a director. 

The relations of Carthage Hydrocol to the RFC didn’t end when 
the loans were granted. ‘Quite properly, this Government agency 
maintains close supervision over its debtors. There have been 30 
resolutions and amendments since the first loan was granted—i0 of 
them since I became Republican chairman. Most of the discussions 
whieh have taken place with RFC were handled by other officers and 
employees of Carthage Hydrocol. As president, I handled some of 
them. 

I distinctly recall, for instance, discussing with Mr. Harvey Gun- 
derson, who was assigned by the RFC Board to police this loan, a 
question about the injection of working capital. This is a technical 
matter which I have found difficult to explain to my associates, and 
won't inflict it upon this committee unless you desire. 

In such discussions I neither asked nor received favors. These were 
business details, discussed and decided on their merits. 

After Mr. W. Stuart Symington became RFC Administrator, I 
called on him to introduce two of the other officers of the company. 

I also requested him, as stated in my letter of September 22 to the 
chairman of this committee, to cause an investigation to be made of 
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the Carthage Hydrocol files, and thereafter to state publicly whether 
he found anything wrong or improper. 

While replying to a question about Carthage Hydrocol finances, | 
advised Mr. Symington that my executive committee would meet soon 
on whether to request a deferment of the initial repayments of princi- 
pal on the first two loans. This incident has been twisted and mis 
construed into a request for a favor, for “easier terms,” and even “an 
additional loan.” It was nothing of the sort. 


On August 1, 1951, by direction of the executive committee, our 
treasurer, Mr. Allen K. Brehm, signed a formal application to the 
New York office for this deferment. This application was for recog 
nition of the spirit of an agreement twice previously accepted by the 
RFC—namely, that there would be a lapse of 21 months between the 
start of operations of the plant and the first repayments. Mr. Brehm’s 
letter gives the facts [reading] : 


Aveousr 1, 1951, 
Payment of Principal—Loans Nos. 5675, 5677. 
RECONSTRUCTION FINANCE CORPORATION, 
New York 6, N. Y. 
(Attention: Mr. G. E. Chapin, Manager, Loan Agency.) 

GENTLEMEN : It is the purpose of this letter to request an extension of 1 year 
in the date for payment of the first and subsequent installments of principal 
on each of the above loans. 

At the time our original loan application was made (November 15, 1945), we 
estimated that the plant would be completed and that production would start 
by January 1, 1948. We proposed to start repayment of the loan not more than 
15 months after it had been mutually agreed by RFC and the applicant that the 
plant was in full operation and stated that we did not believe that it would be 
in full operation until after its sixth month of operation. Thus, there would be 
a lapse of 21 months between the start of operations and the first payment on 
account of principal. 

These estimates were aceptable to RFC as indicated by the terms of the reso 
lution of April 8, 1946, which provided for the first payment of principal on 
October 1, 1949 (21 months after the estimated start of operations). Both the 
RFC resolution of April 8, 1946, authorizing the first loan and the RFC resolu- 
tion of April 12, 1948, authorizing the second loan set October 1, 1949, as the date 
for the payment of the first installment of principal. 

For various reasons, which were discussed with and reported to RFC repre- 
sentatives at the time, completion of the plant was greatly delayed and by early 
1949 it was estimated that the plant would not be completed until January 1950. 

In our letter of March 8, 1949 and again in our application for the third loan, 
dated March 14, 1949, we requested that the date for the payment of the first 
installment of principal on both the first loan and the second loan be changed 
from October 1, 1949 to October 1, 1951. RFC resolution dated April 25, 1949 
granted our request and set October 1, 1951 as the date for the payment of the 
first installment of principal of the first loan and the second loan and October 1, 
1952 as the date for the payment of the first installment of principal on the third 
loan. This was further recognition of the necessity for a lapse of 21 months 
between the start of operations and the first payment on account of principal. 

You are familiar with the fact that our plant was not finished until late 1950 
and that, since that time, we have had numerous difficulties with various pieces 
of equipment. The plant has operated on 10 different occasions for varying 
lengths of time, the longest run being for 24 days, from April 21, 1951, to May 15, 
1951, and we have proven that we can make both petroleum products and chemi- 
cals of the quality which we anticipated. However, we still have problems to solve 
before we can attain continuous operation on a commercial basis. 

From the start it was contemplated by all concerned that repayments of prin- 
cipal on RFC loans were to be made out of earnings and not out of the capita! 
supplied by our subscribers. It was on that theory that we made our original 
proposal (November 15, 1945) and our secondary request (March 14, 1949). That 
theory was tacitly accepted by RFC in its resolutions of April 8, 1946 and April 
25, 1949. 
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In view of this, and in view of the fact that we cannot be operating on a 
profitable basis for another 6 months, we hereby respectfully request that the date 
for the first payment of principal on both the first loan and the second loan ‘be 
changed from October 1, 1951, to October 1, 1952, and that the dates for payment 
of subsequent installments be extended accordingly. 

Very truly yours, 
CARTHAGE Hyprocot, INc., 
ALLEN K. BREHM, Treasurer. 

That letter was on the first day of August. A month and 25 days 
later, and a 5 days before the first payment was due on October 1, 
1951, Carthage Hydrocol received the following letter [reading]: 


Re Loans Nos. 500059 and 500060. 


CARTHAGE HyYpRocoL, INC., 
New York 5, N.Y. 
(Attention: Mr. Allen K, Brehm, Treasurer. ) 

DEAR Sirs: Reference is made to the request contained in your letter of August 

, 1951 that the date for the first payment of principal on both the first loan and 
the second loan be changed from October 1, 1951, to October 1, 1952, and that the 
dates for payment of subsequent installments be extended accordingly. 

You are hereby advised that this Corporation declines your request relative 
to deferring the principal installments under Loans Nos. 1 and 2, as captioned, to 
the maturity of the notes. 

Very truly yours, 
G. E. CHaprn, Manager. 

As the letters show, the RFC now has Jes a theory it twice 
previously accepted—that sa apa should be made from earnings 
rather than ‘apital supplied by the stockholders. We made the initial 
repayment of $250,000 on September 27, 1951, without challenging 
this decision. 

Mr. Chairman, I do want to say that at all times the interest on 
this loan has been paid currently. 

After this incident, would any member of this committee like to 
try to persuade my puzzled stockholders that I have any influence 
with this agency / 

I have also had two conversations with Mr. Oscar Chapman, Secre- 
tary of the Interior. These were for the purpose of ascertaining what 
steps Carthage Hydrocol should take to obtain certain nickel alloys 
required for resumption of operations of the plant. Does anyone sug- 
gest that involved influence ? 

Shortly after I was elected chairman of the Republican National 
Committee, a flow of innuendo and insinuations began—an almost 
constant flow—that there was political influence or political pressure 
und even corruption in connection with the Carthage Hydrocol loan. 

Senators of this committee, it seems to me that the time has arrived 
to settle this once and for all. I urge you in all fairness to call as 
witnesses before this committee Mr. ‘Harvey Gunderson, former Di- 
rector of the RFC, who was assigned by the old Board to administer 
pe, loan; also Mr. W. Stuart Symington, the present Administrator, 

‘any other person now or formerly connected with the RFC to testify 
wide or not this loan was handled on a straight, out-and-out, busi- 
ness basis, without the slightest tinge of influence peddling, bribes, or 
any other unethical, illegal, or immoral basis. 

If you find that none of these influences exist—and I am sure you 
will—then in all fairness to the American people, the stockholders 
und directors of this fine company that is pioneering a great new 
industry in this country, and to me as an American citizen and busi- 
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nessman—aside from the fact that I am the Republican chairman— 
tell the American public the truth and request the RFC to state the 
facts: That this loan was obtained on a strictly business basis. 

Now, Mr. Chairman, I should like to continue a verbal statement 
for just a moment, if I may. 

Senator Hory. You may proceed. 

Mr. Gaprrecson. At the time I talked to Mr. Flanagan, he was given 
permission, quite properly so, to examine the files of Carthage at 70 
Pine Street, New York. 

In the course of that examination they took out certain papers that 
T am sure are before your committee today, and in one of those papers 
was a memorandum from Mr. Allen K. Brehm to myself. It was dated 
October 11, 1950. This memorandum, the subject of it is the considera- 
tion of Gunderson by New York Stock Exchange. 

On Monday, October 9, Mr. Brehm had luncheon with two members 
of the New York Stock Exchange. I won’t read this. I will just 
tell about it, if that is agreeable. 

Senator Hory. All right. 

Mr. Gaprietson. When I talked to Mr. Flanagan yesterday, he 
asked me what this was all about. This was after Mr. Gunderson had 
been told or knew that he was not going to continue as a member of the 
Board of the RFC, and I talked to him here in Washington and around 
the question of what he proposed to do. 

Senator McCietian. Will you give us the date of that so we can 
follow you? 

Mr. Gasrtetson. This memo was dated October 11, 1950. 

Mr. Franacan. At this point, Mr. Gabrielson, I think it would be 
helpful, it is a short letter, if you read this letter right in the record. 
I have a copy of the letter or memorandum. I will read it. 

It is memorandum, New York office, Carthage Hydrocol, Inc., dated 
October 11, 1950, to Guy George Gabrielson, from A. K. Brehm, sub- 
ject “Consideration of Gunderson by NYSE.” 

Mr. Gaprretson. That is New York—— 

Senator Munpr. Who is Mr. Brehm? 

Senator Hory. He is the treasurer of Hydrocol. 

Mr. Gaprretson. Treasurer of Carthage Hydrocol, and this was an 
interoflice memorandum. 

Mr. Fianacan. “Consideration of Gunderson by NYSE”—that ic 
New York Stock Exchange; right ? 

Mr. Gaprtetson. That is right. 

Mr. Fuanacan. It goes on to say [reading]: 

On Monday, October 9, I had luncheon with Mr. Charles E, Haydock and mr 
Otto Schreiber, partners in the stock-exchange firm of Haydock, Schreiber & Co., 
for the primary purpose of telling them about Harvey J. Gunderson and request 
ing that his name be submitted to the committee which has been appointed to 
consider the successor to Mr. Emil Schramm, last president of the New York Stock 
Exchange. I have known Charley Haydock very well for 20 years and have not 
previously met Mr. Schreiber, though I know his brother, George, very well. 
Schreiber, who was on the board of governors of the exchange, is not on the com- 
mittee to select a new president, but he knows all the members of the committee 
well and has agreed to submit Gunderson’s name for their consideration. I gave 
Schreiber three copies of the biographical sketch of Gunderson. I do not believe 
that any very early decision on this matter will be reached, as both Haydock and 
Schreiber told me while there are many members who favor selecting someone 
not connected with the exchange, as was done with Schramm, there are man) 
others who prefer to revert to their old policy of wanting a _ president 
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from the exchange membership. This question will have to be settled first, 
and if an outsider is decided upon, apparently consideration will be given to 
a number of different individuals having various backgrounds in business, public 
service, et cetera. 


It is initialed “AKB.” 

(The document just read was marked “Exhibit No. 29.”) 

Mr. Gasrretson. Yes. Mr. Flanagan asked me about that yester- 
day, and I told him that after Mr. Gunderson knew that he was not 
going to go back to the RFC, I think it was after the President had 
submitted other names rather than the name of Mr. Gunderson, he 
discussed with me, or I discussed with him, the question of what he 
was going to do. About that time the matter of the vacancy on the 
New York Stock Exchange developed, and I told him I would be glad 
to be of any help I could in submitting his name to the New York Stock 
Exchange for its president. 

In view of the fact that he had had a great many years’ experience 
here in Washington, he knew very well how to handle public matters— 
and that is the type of man, as I understood it, that the New York Stock 
Exchange was looking for. I was not able to do very much. 

My connection with the New York Stock Exchange is very limited. 
I don’t practice that type of law. Mr. Gunderson didn’t get the job. 

I knew from Mr. Flanagan’s statement yesterday that this matter 
was going to be brought up before this committee, and I wanted to 
make an open statement about my—may I say—feeble efforts on behalf 
of Mr.Gunderson. This was all after he was out of the RFC. 

Now, Mr. Chairman, the other matter 

Senator Nixon. Before he leaves the Gunderson matter, could I 
ask a question ? 

Senator Hory. Mr. Flanagan wanted to ask some, too. 

Senator Nixon. That is all right. 

Mr. Gapsrretson. Mr. Chairman, may I just finish my statement ? 
I have just one more subject. 

Senator Hory. Go ahead and finish your statement. 

Mr. Gaprtetson. Mr. Flanagan very properly asked me about my 
other business connections and asked me if any of those connections 
had any business with the Government. I told him of my various 
business enterprises and would find out for him whether or not they 
had any contracts—we are speaking of defense contracts now under 
this new war effort. I told him I would find out. 

I found out that one of my companies that I have a substantial 
interest in was the John Wood Co. that operates four plants in the 
United States and four plants in Canada and have an annual sales 
volume of around $35 million. 

I called on the president of that company and he gave me a list of 
the contracts that they had with the Government. I turned that list 
over to Mr. Flanagan yesterday. All of those contracts were obtained 
on bidding. I am willing to go into any of these matters, to the extent 
the committee requires. 

I do want to say before this committee that I had no personal con- 
tact with these contracts in any way, shape, or manner. These con- 
tracts were made on a bid basis. I think only one of them out of the 
Washington office. He has the list up there. And these total con- 
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tracts, I think, there are five of them, are there not, Mr. Flanagan— 
I gave you the ‘list. 

Mr. Fianacan. I have them right here, Mr. Gabrielson. 

Mr. Gasrietson. There are five of them ? 

Mr. FianaGan. One, two, three, four, five—that is correct. 

Mr. Gaprretson. Five of them—five of them direct Government 
contracts involving, as I recall, about $2,915,000. 

In addition to that, on the second page, two subcontracts of Gov- 
ernment contracts. To my best knowledge, Mr. Chairman, that is the 
total amount of business that any company that I have any substan- 
tial interest in has with the United States Government. And I repeat, 
I have had no connection or seen no one or talked to no one about those 
contracts. 

That concludes my statement, Mr. Chairman. 

Senator Hory. Did you know about the existence of these con- 
tracts before ? 

Mr. Gaprretson. Sir? 

Senator Hory. Did you know about the existence of these contracts? 

Mr. Gasrtetson. I knew that men in the John Wood organization 
were out getting, trying to get, Government contracts. They are out 
trying to get Government contracts today. That is what they are paid 
for. But that is not—I am a director of the John Wood Co., but I am 
not in the administrative end of the business and do not follow those 
details. 

Senator Horry. Instead of going into these particular things right 
now, I am going to ask you a few general questions, and then, of 
course, Mr. Flanagan and the members of the committee would want 
to go over things in detail. 

As I understand, Mr. Gabrielson, your law firm is in New York 
City and in New Jersey ? 

Mr. Gasrrecson. That is right. 

Senator Hory. And your law firm is just in your name? 

Mr. Gaprtetson. That is right. 

Senator Hory. And you have a number of assistants or associates? 

Mr. Gaprietson. That is correct. It is not a formal partnership. 
It is an association. 

Senator Hory. You do not have partners? 

Mr. Gaprietson. No. 

Senator Hory. But you have associates ? 

Mr. Gaprretson. Yes, Mr. Chairman. 

Senator Hory. That is what I mean. And the men in your office, 
the lawyers who are associated with you, are not general partners 
but they are associates? 

Mr. Gavrretson. That is right. They receive ea certain salary every 
year. Then at the end of the: year I sit down with them and find out 
how much money has been taken in by the firm and then they are given 
bonuses, and each one knows what the other gets, what is left for me, 
and so forth, but it is not a formal partnership. 

Senator Hory. That is what I mean. It does not operate on just a 
complete partnership basis because it is your firm and those associated 
with you are paid in proportion to what you mutually agree is proper 
compensation. 

Mr. Gaprietson. That is correct. 
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Senator Horry. Does that apply also to the New Jersey law firm? 

Mr. Gasrretson. That is right. 

Senator Horry. You have been familiar with the Carthage Hydrocol 
from its beginning, I believe? 

Mr. Gaprretson. Mr. Chairman, the man who conceived the idea 
of Carthage Hydrocol is Mr. Keith, the gentlemen sitting right here. 

Senator Horry. I am talking about the incorporation of the com- 
pany. 

Mr. Gaprrerson. I have acted as attorney. I organized the com- 
pany in the original instance. 

Senator Horry. That is right. 

Mr. Gaprtetson. And was the attorney for the company up until 
some time, I think, in 1946, when upon the resignation of a previous 
president, at the request of the stockholders, I became president of the 
company. 

I am the president of the company today, and my firm is the gen- 
eral counsel of the company. 

Senator Hory. Now when this proposition was first submitted to 
Mr. Jesse Jones, I believe it was submitted on the basis of asking for 
a loan of 50 percent of the $12 million that was desired at that time, 
and the company proposed to have a capital of $2 million and wanted 
to borrow $10 million ? 

Mr. Gaprtetson. Mr. Chairman, I only know that from hearsay. 

Senator Horry. You did not have anything to do with presenting 
that? 

Mr. Gaprtetson. I do not even know Mr. Jones today. I never met 
the gentleman. Mr. Keith did that personally. And all I could 
do would be to repeat to you what Mr. Keith has told me at many 
times. j 

Senator Horry. I thought probably you had some personal know]l- 
edge. 

Mr. Gaprretson. No, sir, I have not. 

Senator Hory. At any rate, that proposition of getting a loan of 
$10 million and having stock issued of $2 million, that was not ac- 
cepted, but the RFC indicated that if stock was subscribed for $6 
million, then they might make a loan of $6 million. Did you have in- 
formation as to that? 

Mr. Gaprretson. Only hearsay. I understand that is correct, but 
I have no personal knowledge of it. 

Senator Hory. How much stock was subscribed in the Carthage 
Hydrocol, Ine. ? 

Mr. Gaprretson. You mean now? 

Senator Horry. Then, when it was organized. 

_ Mr. Gamrrerson. Mr. Chairman, I have Mr. Frank Dawson, who 
is the vice president of Carthage Hydrocol here. 

Senator Hory. He can furnish the information. 

Mr. Gaprretson. According to the tabulation, Mr. Chairman, under 
date of November 29, 1945, that was just as the company was getting 
under way 

Senator Hory. Yes. 

Mr. GaprieLson (continuing). The total notes subscribed by the 
stockholders was $10 million. 

— Hoey. I did not ask for that. I asked for the amount of 
Stock. 
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Mr. Gaprretson. I am coming to that. 

Senator Hory. That was paid for. 

Mr. Gasrretson. I am coming to that now. 

Senator Hoey. All right. 

Mr. Gasrietson. And that there was 100,000 shares of stock of 
which 75,000 was paid for in cash and 25,000 was turned over to Hy- 
drocarbon Research for their patents and processes and technical 
know-how on this Hydrocol process . 

Senator Horry. Well, now, how much of actual cash was paid by the 
stockholders into the treasury of Carthage Hydrocol ? 

Mr. Gaprretson. As of that date? 

Senator Hory. Yes. 

Mr. Gapsrretson. As of that date—— 

Senator Horry. How much actual cash went in there in exchange 
for stock, not for notes? 

Mr. Gaprretson. $75,000. 

Senator Hoey. All right. Seventy-five thousand dollars was paid 
in in cash. Now when was any other money paid in in cash to this 
company by the stockholders ? 

Mr. Gasrretson. It was paid in at the same time. 

Senator Hory. All right. 

Mr. Gaprieson. For each. 

Senator Hory. Wait, I am talking about the cash now for stock. 
Let us separate it from notes. I am talking about what sort of capital 
structure this company had. You have got $75,000 paid in in cash 
for stock. 

When were any other payments made for stock? 

Mr. Gaprtetson. On January 2, 1948, there were subscribed 33,125 
shares and all but 4,125 shares were paid for in cash. 

Senator Hory. How much was that? 

Mr. Gaprretson. Well, that would be about $29,000. 

Senator Hory. All right. When was any other money paid in 
for stock ¢ 

Mr. Gaprtetson. Yes, sir. 

Senator Hory. If you do not have the exact dates, I am not par- 
ticularly inquiring about that, just inquiring about the amounts, as 
to what it was, the total amount as of this date. 

Mr. Gaprietson. As of this date? 

Senator Hory. Paid in for stock. 

Mr. Gaprtetson. As of now, according to this statement, Mr. Chair- 
man, there are $241,875. 

Senator Hory. $241,875? 

Mr. Gaprretson. That is correct. 

Senator Hory. That represents the total amount of money that has 
been subscribed and paid for stock ? 

Mr. Gasriecson. For stock as stock, yes. 

Senator Hory. That is right, that is what I am talking about, just 
the stock. 

Mr. Gaprtetson. That is right. 

Senator Hoey. All right. At the time this first loan of $6 million 
or $9 million—$9 million was first? 

Mr. Gaprievson. It was $9 million. 

Senator Hory. How much stock had been actually paid in in cash 
at that time? Had this $241,000 been paid in then ? 
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Mr. Gaprreson. No, sir; no; at that time. 

Senator Hory. How much money was actually paid in as stock? 

Mr. Gasrietson. As I recall it, Mr. Chairman, before any money 
was borrowed from the Reconstruction Finance Corporation—you 
must give me a few thousand dollars leeway on this. 

Senator Hoey. All right. 

Mr. Gaprtetson. But as I recall it they required us to spend $7,600,- 
000 of the stockholders’ money before any money was taken out from 
RFC. 

Senator Hory. I am coming to that later. I want to know how 
much money was paid into the company for stock. 

Now, at the time you got a $9 million loan from the RFC, I want 
to know how much money had been actually paid into this company 
for stock. 

Mr. Gaprretson. Mr. Chairman, the 100,000 shares of stock, of 
which 75,000 was paid for in cash, was put in, was taken out at differ- 
ent times, and the 100,000 shares had all been issued on December 
13, 1948. 

Senator Hory. You got your first loan in 1946. 

Mr. Gaprretson. We did not. 

Senator Hory. I want to know how much money was paid into the 
company for stock when you got your first $9 million loan. 

Mr. Gasrietson. Mr. Chairman, there was no money taken out un- 
der the loan until February 10, 1949, on the first loan; although the 
loan was granted in 1946, there was no money. The first money of 
$200,000 is under date of February 10, 1949. Under date of Decem- 
ber 13, 1948-———— 

Senator Hory. All right. 

Mr. Gaprretson. They had finished up paying for the 75,000 shares 
of stock and the $10 million. 

I think it might help you in this thing, Mr. Chairman, if I would 
tell you that for each $10,000 subscribed for in notes—this has been 
so right from the beginning—for each $10,000 that the stockholders 
subscribed in notes they received 75 shares of stock. So with each 
note they’d buy 75 shares of stock in units of $10,000. 

Senator Hory. What was the par value of the stock? 

Mr. Gaprretson. One dollar. 

Senator Hory. One dollar? 

Mr. GaprieLson. Yes. 

Senator Hory. So that when you got a loan from one of these com- 
panies who were buying stockholders, then you would issue them 
75 shares, for instance, or whatever portion at one dollar a share? 

Mr. Gaprretson. That is right. 

Senator Hory. The payment | in of cash into the company was around 
$100,000 ? 

Mr. Gasrre.son. That is not a correct statement, Mr. Chairman. 
The amount of money that was paid into the company—— 

Senator Hory. I am talking ps the stock now. ~ 

Mr. Gasrrecson. But you said the amount of money paid into the 
company. 

Senator Hory. For stock. 

Mr. Gaprreison. Oh, for stock. 

Senator Hory. I want to separate it. 
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Mr. Gaprretson. As distinguished from notes? 

Senator Horry. Yes. 

Mr. Gasrrerson. Which are all subordinated to the RFC loan, 
you understand. 

Senator Hory. I understand that, but I want to see how much of 
assets this company had irrespective of liabilities. Of course, the 
notes were liabilities? 

Mr. Gaprretson. And subordinated. 

Senator Hoey. I realize that they were secondary to the RFC loan. 

Mr. Gaprretson. That is correct. 

Senator Hory. But that was a liability of the company. So the 
real assets of this company were less than $100,000 when you got the 
$9 million loan. 

Mr. Garrtetson. That is not a correct statement. The assets were 
not less than $75,000. 

Senator Hory. I did not say the assets, I said represented by the 
stock of assets. 

Mr. Gasrretson. I beg your pardon. I thought you said assets. 

Senator Horry. No. I am talking about the assets as represented 
by stock because, of course, a note is not an asset; it is a liability. 

Mr. Gasrrerson. That is right. 

Senator Horry. So the assets represent the amount of money paid 
in on stock. 

Mr. Gaxrretson. You are confusing me, Senator. The net worth 
of the company is the amount of stock. That is the assets less the 
liabilities. 

Senator Hory. The net worth of the company might be entirely 
different from that. 

Mr. Gaprretson. I say 

Senator Horry. Do you not agree that the net assets of a company 
are the amount of money that has been paid in by the sschisablors, 
and, if they have issued notes that create liabilities, that is not an 
asset ? 

Mr. Ganrtetson. Well, Senator, I cannot go along with you on the 
first part of your statement, because as in this particular instance 
the assets less the liabilities, which is the net worth, was the $75,000, 
because they had no earnings or no losses up to that time. 

Senator Hory. All right. 

Mr. Gaprietson. So the net worth of the company—— 

Senator Horry. Let us take the—— 

Mr. Gasrretson. Represented by the 100,000 shares of stock 

Senator Horry. That is right. 

Mr. Gaprrecson. On which $75,000 in cash had been paid into the 
company. 

Senator Horry. All right. We will agree about this, that up to 
that date only $75,000 had been paid into the treasury of the company 
for stock. 

Mr. GaAsrretson. In cash. 

Senator Hoey. In cash. 

Mr. Gaprretson. Yes. 

Senator Hory. All right. 

Mr. Gaprretson. But of the other 25,000 was for patents. 

Senator Horry. Then that $75,000 must have been a net worth at 
that time. 
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Mr. Gaprretson. That is correct. 

Senator Hoey. So the net worth of the company was $75,000 when 
they obtained a loan of $9 million? 

Mr. Gasrtetson. That is right. 

Senator Hory. Allright. We have got that clear. 

Mr. Gaprietson. But I would like to make the observation, Senator, 
that, although only $75,000 was paid in for stock, those same stock- 
holders of Carthage Hydrocol had put up $10 million of their own 
money which was subordinated, both principal and interest, to the 
RFC loan. So it was that risk, whether you call it notes or whether 
you call it capital stock. 

Mr. Fianacan. At that point, Mr. Gabrielson, those were 6-percent 
promissory notes ? 

Mr. Gasrrecson. That is right. 

Mr. Fuanagan. And subsequently you borrowed $9 million from 
the RFC at 4 percent; is that correct ? 

Mr. Gasrrietson. I do not know the subsequently. I think it was 
simultaneously. 

Mr. Fianacan. Simultaneously you borrowed $9 million from the 
RFC at 4 percent. 

Mr. Gaprtetson. That is right. 

Mr. Franacan. Which also represented a liability of the company. 

Mr. Gasrretson. That, as I remember it, in talking to Mr. Keith, 
was the condition under which the RFC would loan the money, and 
they state the interest rates and they state the terms and conditions. 

Mr. Fuanacan. And as a result at the time of the first loan from the 
RFC, in effect the stockholders of Carthage Hydrocol were lending 
themselves money at 6 percent; is that not what it amounts to; lend- 
ing the corporation which they owned ? 

Mr. Gasrietson. I would not agree to any financial monkeyshines 
like that at all, nota bit. I just would not agree to it. 

Mr. Fianacan. Was not the corporation, or were not the lenders, 
the private lenders—the Texas Oil Co., LaGloria, Niagara Share, and 
others—were they not lending their money at 6 percent to the corpora- 
tion which they themselves controlled ¢ 

Mr. Gaprtetson. No. 

Mr. FuanacGan. Is that not a fact? 

Mr. Gasrretson. That all depends on whether you consider a corpo- 
ration as a separate legal entity or not. 

Mr, Frianagan. I certainly consider it a separate legal entity, and 
I assume that you do. 

Mr. Gasrietson. I certainly do. That is the premise I am working 
on; but, from a look at it from the standpoint of the RFC, they had 
backed up behind this loan of $9,000,000, they had $10,075,000 of the 
stockholders’ money, whether it was represented by common stock, 
by preferred stock, by notes, or anything else. It was completely 
subordinated and had absolutely no bearing on the value or the correct- 
ness of the loan of RFC, and they knew it at the time. 

They are the ones that accepted it—accepted it with that capitaliza- 
tion. 

Senator McCarrny. May I ask a question? 

Senator Hory. I just want to clarify this a little first. I was not 
talking about what security the RFC had. I was talking about the 
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capital structure, and the fact is that you had only $75,000 paid in 
let stock and that all of the balance of the money that was used for 
the development of this plant and the building of this structure was 
obtained by notes issued by the Carthage Hy drocol to its stockholders 
bearing 6 percent interest, whereas it was gayi only 4 percent or 
would pay only 4 percent interest to the RFC 

Mr. Gasrretson. That is correct, Senator, but 

Senator Hory. So that everything they had with reference, except 
that $75,000 paid in, was a liability, although it was subrogated to 
the RFC, because they were going to use money to build the plant. 
That is the fact about it. 

Mr. Gasrietson. That is a correct statement, Senator, with one thing 
added, the RFC are getting their 4 percent. The stockholders are 
not getting their 6 percent. 

Senator Horry. No; but they have a liability for it. Their notes 
just have not been paid. 

Mr. Gaprietson. After the RFC gets its 4 percent and after the 
complete liquidation of the principal of all of the RFC loans. 

Senator Hory. I understand that it is subrogated entirely to RFC 
loans. I am not questioning that part of it. I am just talking about 
the capital structure. 

Mr. Gaprietson. Then, Senator, I cannot understand what dif- 
ference it makes whether you have no stock or a lot of stock or notes 
if it is all subordinated. We are talking about a loan that the United 
States Government has in this company. 

Senator Hory. It makes a difference both as to the income and 
everything else you pay, because you are entitled to charge off all of 
the interest on all of these outstanding obligations which represent 
really what would be a capital stock, but which is merely a structure 
of a loan obtained to operate the business. 

Mr. Gaprretson. We have not had to worry very much about income 
yet. 
~ Senator Hoey. I am not discussing that at this time. 

Senator McCarruy. May I ask a question? Am I correct that the 
stockholders were to receive no repayment of either principal or 
interest until the payments were made to the RFC ? 

Mr. Gaprietson. It is completely subordinated to the RFC loan 
until the liquidation of both the principal and interest of the loan. 

Senator McCartruy. Am I correct in this then, also, that so far as 
the RFC loan is concerned it would have made no difference whether 
the $10,000,000 represented the purchase price of common stock or 
whether that was merely an advance ¢ 

Mr. Gaprretson. Not a particle of difference; it could not. That is 
the point I was trying to bring out to the Senator. 

Senator McCarrnuy. Do I have the financial picture in mind, before 
the $9,000,000 loan was made by RFC, the stockholders had put up 
in excess of $10,000,000 ? 

Mr. Gaprrerson. Put up $10,075,000, and right from the beginning 
the RFC had a first mortgage, and still have today, on all the tangible 
assets of this company. 

Senator McCarruy. That loan was made in 1946; right ? 

Mr. Gaprretson. The resolution was in 1946, Senator, but the first 
payment that was actually disbursed under the loan, according to my 
records, was $200,000 on the 10th day of February 1949. 
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Senator McCartny. In other words, no money was actually received 
from RFC until 1949; is that correct ? 

Mr. Garrietson. That is correct. 

Senator McCarrny. And, by the time the first cash was received 
from RFC, what was the total amount of cash advanced by the stock- 
holders either by way of what you call loans or the purchase of com- 
mon stock ¢ 

Mr. Gasrietson. $10,075,000, I think, if you will just bear with me, 
under date of December 13, 1948, the last—the first—yes; they started 
putting up money on February 23, 1946. 

Senator McCarriy. From the RFC? 

Mr. Gaprtietson. That is, the stockholders. 

Senator McCartuy. My question is this 

Mr. Gaxsrtetson. And all of the money, all of the $10,075,000, Sena- 
tor, was in. The last payment on the $10,075,000, which meant the 
$10,000,000 of notes, and the $75,000 in stock was in on December 13, 
1948, about 60 days before the RFC had made the first advance. 

Senator McCarruy. Was that a condition of the first advance by 
the RFC that the stockholders would have put up the $10,000,000 ? 

Mr. Gaprrecson. Well, as I recall it, they had to put up, actually 
had to put up $7,600,000 out of the $10,000,000. Then after they did 
that, they could have made their application for the first loan, but 
since there was money being paid out 

Senator McCarruy. Just a minute. We are using loan and pay- 
ment interchangeably. You say they could have made the applica- 
tion for the first loan. You mean the first payment ? 

Mr. Gaprietson. They could have made application for the first 
disbursement under the first loan, after they had—— 

Senator McCartruy. Hold it. Am I correct in this, then, that the 
loan was approved in 1946, that before any of the money would be 
disbursed by the RFC, the stockholders had to put up, you said, 
$7,600,000 ? 

Mr. Gaprietson. They had to do a little more than that, Senator. 
They had to show that they had expended on the site 

Senator McCarrny. Yes. 

Mr. Gaprretson. At Brownsville, Tex., $7,600,000. 

Senator McCarruy. In other words, $7,600,000 in construction ? 

Mr. Gaprretson. Already constructed and already paid for by that 
time. 

Senator McCarrny. I see. And was that done before the first 
money was received from RFC? 

Mr. Gaprtetson. Yes, sir; because it was all certified to them and 
they had—well, they had, as I recall, they audited it. 

Senator McCarrny. Could you give us again the figure of the total 
cash put up by the stockholders as of this date? 

Mr. Gaprrevson. As of this date? 

Senator McCartuy. Yes. 

Mr. Gapsrietson. Total cash put up by the stockholders as of this 
date is twenty-eight million two hundred and forty-one thousand and 
some-odd-dollars. 

Senator McCarruy. The RFC loan is a prior obligation ? 

Mr. Gapsrietson. The RFC? 

Senator McCarruy. To the $28,000,000? 
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Mr. Gasrretson. Is $1814 million—it is a first mortgage and has 
priority on everything in connection with the company. 

Senator McCarrny. Any conditions in the RFC loan that none of 
the notes be retired until the RFC loan is retired ? 

Mr. Gasrretson. Neither interest nor principal on those notes can 
be paid until the RFC loan is retired. 

Senator McCarrny. Thank you. 

Senator McCretxian. Just one question in connection with this. 
Does the RFC security also include the patent rights of the Hydrocol 


Research Corp. that your company obtained from them for the stock, 
25 percent of the stock ? 


Mr. Gasrtetson. Sir, I did not get it. 

Senator McCietian. As I understand, 25 percent of the stock of the 
100,000 shares of stock was given to the Hydrocol Research Corp. 

Mr. Gagprieitson. The Hydrocarbon Research. 

Senator McCuiettan. The Hydrocarbon Research. 

Mr. Gasrretson. That is right. 

Senator McC.etian, For patents? 

Mr. Gaprteison. That is right. 

Senator McCLe.Lan. And processing techniques, etc., know-how ? 

Mr. Gasrtetson. That is right. 

Senator McCuietxian. Did your company acquire those outright, 
ownership of them, or only a right, a right to use them ? 

(Conferring. ) 

Mr. Gaprrecson. We have license agreements. I do not think they 
are exclusive. 

Senator McCieian. Are those license—— 

Mr. Gaprretson. And they are assigned to the RFC. 

Senator McCietxan. They are assigned, they are transferable? 

Mr. Gaprtetson. In addition to that, Senator, to work out this plant 
operation, the Carthage Hyrocol built a 16-inch pipe line from the 
valley down to Brownsville to carry the gas to this plant at a cost of 
about, as I recall it, $1,800,000, and the RFC has a first mortgage on 
that pipe line. 

Senator McCietian. All I wanted to do was to clear up the true 
assets of the corporation at the time that the transaction occurred with 
the RFC. I understood this company had received 25 percent of the 
stock issued for those patent rights. And what I wanted to ascertain 
was if those rights, the patent rights, or the license, whatever they were, 
were assignable, and that they are also covered in the security that your 
company gave to the RFC, and if your company failed and the RFC 
had to foreclose its lien in order to recover its loan, that it would have 
these rights at its disposal in liquidation of your loan. 

Mr. Gaprrerson. That is correct. 

Senator McCre.uan. I think they would have no value. 

Mr. Gaprretson. They have it, the rights are assigned. 

Senator McCretian. I just wanted to get that clear in the record. 

Mr. Gasrretson. All right. 

Senator McCarrny. See if I have this picture clearly in mind. 
One question. As of today, the RFC has as security for this $18,000,- 
000 loan, the assets totaling about $28,000,000 which is represented 
by money payment by the stockholders, plus the license or patent 
rights referred to by Senator McClellan ? 

Mr. Gaprretson. That is not quite correct, Senator. 
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Senator McCartuy. Is that not quite correct ? 

Mr. Gasrietson. Plus $1814 million of RFC money that has gone 
in. It is not only their money, it is our money plus the patent rights, 
and they have a first mortgage on the whole kit and kaboodle of it. 

Senator McCarrny. In other words, the $18,000,000 loan is actually 
upon assets running in the neighborhood of $46,000,000, is that sub- 
stantially correct ? 

Mr. Gasrietson. I want to say, so far as the RFC applications—— 

Senator McCartuy. You just nodded your head. 

Mr. Gaprietson. Yes, $48,750,000. And I want to say in reference 
to the RFC’s handling of this loan that very properly from the time 
the first spade of dirt was turned at Brownsville, they have had a 
representative of RFC down there examining, checking, and investi- 
gating every move that has been made down there, and very properly 
so. I might se y it has also been at our expense. 

Senator McCarrny. Have the interest payments been made on the 
loan as they have come due? 

Mr. Gapsrtexson. Sir? 

Senator McCarruy. Have the interest payments been made on the 
loan as they have come due? 

Mr. Gasrietson. Every interest payment has been made. [Con- 
ferring|. I was just asking Mr. Dawson whether those interest pay- 
ments were due monthly or quarterly. He says quarterly. 

Senator McCarruy. I do not care when they are due. 

Mr. Gaprietson. But they have—they have been paid on time, 
every time an interest payment is due. 

Senator McCarrny. Then you are not in default in any way on 
the loan ¢ 

Mr. Gaprtetson. No, sir. 

Senator McCarrny. Is that right? 

Mr. Gaprtetson. Yes, sir. 

Senator Horry. Mr. Gabrielson, I was just asking you about the 
loans. The one on April 8, 1946, was for $9 million, that is, when it 
was approved ¢ 

Mr. Gaprretson. That is when—that was the date of the resolution ; 
yes, sir. 

Senator Hory. On April 12, 1948, there was another one approved 
for 314 million. 

Mr. Gaprreson. That is correct. 

Senator Hory. Up to that time had you had advanced to you any 
money on either one of these loans? 1 believe you said that you did not 
get any money until 1948. 

Mr. Gaprieitson. No; we had not. 

Senator Hory. Up to the time you got the second loan for 314 
million no money had actually been advanced ? 

Mr. GapsrreLson. That is correct. 

Senator Hory. All right. On April 25, 1949, was the last loan of 
$6 million. 

Mr. Gaprretson. I did not get that. 

Senator Horry. On April 25, 1949, was the last loan of $6 million. 

Mr. Gaprietson. Yes, sir, we had started getting money under the 
first loan before the third loan was granted. E 
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Senator Hory. What I wanted to ask you is, had you used up your 
funds of the $9 million and $3,500,000 loans or had you obtained all of 
that at the time you got this last one approved of $6 million ? 

Mr. Gaprretson. You see, Senator, on an operation of this magni- 
tude it is not a question—when you say used up your money 

Senator Hory. What I mean, had it been given to you by the RFC? 

Mr. Gaprietson. We always used our own money to pay bills, and 
then sent those bills in and got the reimbursement from RFC, so that 
at no time—the original concept of this loan was that we were to 
never—they were never to advance more than 50 percent of the actual 
cost down at Brownsville. So we always paid—Carthage Hydrocol 
paid the bills. 

Senator Hory. That is right. 

Mr. Gasrretson. And then asked for reimbursement to them. 

Senator Hory. All I was asking you was, at the time the third 
loan was approved, had you drawn the proceeds of these two first 
loans ? 

Mr. GAprietson. The total? No, we had many million dollars of 
commitments out on the equipment that was being made, but we had 
not actually disbursed it under those commitments; no, sir. 

Senator Horry. The other loan then of $6 million was approved on 
April 25, 1949. That made the total of $18,500,000. 

Mr. Gaprrecson. That is right. 

Senator Hory. Has all of that been disbursed ; in other words, have 
you received all of that from the RFC? 

Mr. Gaprietson. Yes, sir. You understand, Senator, that right 
along as they stepped up their loans that new money was put up by 
the stockholders. 

Senator Hory. That is what I want to ask you right now. I under- 
stand that you had paid in on your capital stock up to $241,875. How 
much had been issued in notes to your stockholders, I mean, notes 
given to your stockholders for money advanced to carry on this con- 
struction, and how much of that was outstanding ? 

Mr. Gasrretson. Well, I will make a statement then, Senator, or 
Mr. Chairman. 

Senator Hory. This gentleman can sit right over next to you if it 
will be more convenient. You might sit there. 

Mr. Gaprietson. My statement would be, Senator, $28 million. 

Senator Hory. Notes outstanding? 

Mr. Gaprietson. No, but I just want to qualify that a little bit. The 
last assessment for notes that was made on the stockholders was made 
in July of 1951, I think, of $514 million more. That 44 million 
brought it up to the $28 million. 

Senator Hory. I see. So that 

Mr. Gaprretson. I do not—excuse me, Senator, but I do not think 
all—we have called $2 million—two out of the $514 million. The bal- 
ance is on firm commitment to be any time we need the money. 

Senator Horr. So that then would be around $25 million paid in 
on the notes? 

Mr. Gaprretson. Yes, about $25 million with a firm commitment 
subject to a 10-day call by the president of the company. 

Senator Hory. Altogether $28 million ? 

Mr. Gaprietson. And the balance to bring it up to $28 million. 
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Senator Hory. That is what I wanted to know. 

Mr. Gaprretson. They do not get this 241 total, 241,000 shares. 

Senator Hory. No, I understand that. 

Mr. Gaprreison. Until this $28 million is all paid in. 

Senator Hory. I understand, because the shares run proportionate 
to the amount advanced on the loan. 

Mr. Gaprretson. That is correct. 

Senator Hory. And the advancement in proportion to what stock 
people have, these companies holding it, they make the loan in pro- 
portion to the number of shares of stock they have, or get the number 
of shares in proportion to the loan ¢ 

Mr. Gaprretson. Yes, I mean they have the right to subscribe to 
notes in proportion to their previous percentage, so that they can at 
all times maintain their percentage of ownership in the company if 
they care to do so. 

Senator Nixon. Just for the purposes of the record, what Mr. 
Dawson is sitting by Mr. Gabrielson ? 

Mr. Gasrretson. He is Frank M. Dawson. 

Senator Nrxon. Frank Dawson. 

Mr. Gaprietson. The vice president of Carthage Hydrocol. He 
is a chemical engineer and he is the man that is the operating head 
of the Brownsville plant. 

Senator Nixon. He is the man with whom you have been consulting 
on questions in regard to the technical : aspects of this? 

Mr. Gaprietson. Yes, that is right. The other gentlemen I have 
here are Mr. P. C. Keith, the man that developed this process. I have 
here—do you want to know about the rest of these / 

Senator Nixon. I would think it would be all right. 

Mr. Gaprietson. I have here Mr. Ab Herman, who is the executive 
director—Mr. A. B. Herman, who is the executive director of the Re- 
publican National Committee: Mr. William Mylander, the head of the 
publicity department and assistant to the chairman of the Republican 
National Committee; Mr. James Austin, who is Mr. Mylander’s 
assistant. 

Senator Nixon. Mr. Chairman, I think it would be well in those 
instances where Mr. Gabrielson obtains information from the people 
around him that the record should so indicate, as it did in the case 
of Mr. Boyle. It is perfectly proper, but we want to get the record 
straight as to where the information is coming from. 

Senator Hory. The reporter can make a note of that if informa- 
tion is supplied by anyone. 

Mr. Gaprietson. You understand that these—that Mr. Keith and 
Mr. Dawson are technical people. 

Senator Nrxon. I understand completely. As I say, you should 
get the technical information from them, but I think for the record, 
since you are testifying under oath, the record should indicate that. 

Mr. Gaprietson. Thank you. 

Senator Hory. You may proceed now, Mr. Flanagan. 

Senator Munpt. I would like to inquire of Mr. Gabrielson before 
we leave the financial structure whether any additional loans were 
requested beyond the $18,500,000 and turned down by RFC. 

Mr. Gaprtetson. No, sir. 

Senator Munpr. Never requested anything beyond that? 
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Mr. Gaprretson. No, sir. 

Senator Munpr. No loan was turned down? 

Mr. Gaprretson. No, sir. 

Senator McCarruy. One other question. Your request for defer- 
ment of the payment for 1 year’s time was turned down; right? 

Mr. Gaprretson. That is correct, on September 25. 

Senator McCarry. Would you want to recommend to your stock- 
holders that they change lawyers and get Mr. Boyle to assist you? 

Senator Hory. I think that is improper because there is no evidence 
that Mr. Boyle appeared before a single person of the RFC. All of 
the evidence shows that his only connection was to introduce and call 
Mr. Hise and introduce them. I think we ought to proceed in a judi- 
cial manner about this and not interject things that are wholly irre- 
levant. We have examined Mr. Boyle. 

Mr. Gaprretson. I want the record to show that I made no answer 
to that. 

Senator Hory. You did not. 

Senator McCarruy. I will not press for an answer. 

Mr. Fianacan. Mr. Gabrielson, can you now recollect when you 
first had discussions with Mr. Gunderson with regard to his candi- 
dacy as president of the New York Stock Exchange ? 

Mr. Gaprrerson. His candidacy ? 

Mr. Fianacan. Well, whatever you want to call it. 

Mr. Gaprretson. That is rather dignifying it; is it not, Mr. Flana- 
gan ¢ 

Mr. Fianacan. His consideration for the position of president of 
the New York Stock Exchange. 

Mr. Gaprretson. No; I do not know. It would be probably in 
September of last year. I do not know. I mean, I have no way of 
knowing. 

I know that Mr. Gunderson at the time was out as far as the RFC 
was concerned. 

Mr. Firanacan. By that, do you mean he was out of the RFC or 
he knew he was going to be out? 

Mr. Gapsrretson. Well, I do not know. He did not go into with me 
whether he was receiving terminal pay or vacation leave, but, anyway, 
he was out. My whole attitude with Mr. Gunderson is the same as 
I am happy to say it has been with lots of people where I have been 
able to help them. I like to do those things. 

Senator Nixon. When does the record show that Mr. Gunderson 
did terminate his connection with the RFC? 

Mr. Franacan. Mr. Gunderson resigned from the RFC, left the 
RFC on October 12, and the last meeting he attended 

Senator Nrxon. Of what year? 

Mr. Franacan. Of 1950—and the last meeting that he attended as 
a director was on October 5. 

Senator Nrxon. October 5, and then for the purposes of the record 
at this point, the memorandum was dated what? 

Mr. FranaGan. October 11, 1950. 

Senator Nrxon. Excuse me, October 11, 1950? 

Mr. Fianaean. Yes. And it starts out by saying, “On Monday, 
October 9, I had luncheon with Mr. Haydock,” so it refers to an 
October 9 discussion. 
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Senator Nixon. October 12 was the date when Mr. Gunderson’s 
connection with the RFC was officially terminated ? 

Mr. Fianacan. That is correct, Senator. 

Senator Nrxon. Could I ask a question at this point dealing with 
this same point? 

Mr. Fianaaan. Go right ahead. 

Senator Nrxon. In regard to this memorandum concerning Mr. 
Gunderson, it reflects that apparently a conversation may have taken 
place between you and the writer of the memorandum. 

Mr. Gaprretson. Mr. Brehm. 

Senator Nrxon. Mr. Brehm; yes, on October 9. Do you recall when 
your first conversation with Mr. Brehm took place, Mr. Gabrielson ? 

Mr. Gasrtetson. Well, Senator Nixon, I really do not know. I 
would think it was certainly in September. 

Senator Nrxon. You think approximately a month before that you 
had discussed it with him ? 

Mr. Gaprietson. It might have been a month, might have been 
2 weeks. I keep no records of those things, because the matter at the 
time did not assume any particular importance. 

Senator Nixon. Did you discuss it with him on a number of occas- 
sions or on one occasion ? 

Mr. Gasrtetson. Who? 

Senator Nixon. Or do you recall? 

Mr. Gasrietson. With whom? 

Senator Nixon. With Mr. Brehm. 

Mr. Gasrietson. I dp not think I even pointedly discussed it with 
him. We might have been at lunch sometime and I might have told 
him I had talked to Mr. Gunderson and I thought that Mr. Gunderson 
might make a good president of the New York Stock Exchange. I do 
not recall, Senator, that I even requested Mr. Brehm to see these 
people. 

Senator Nixon. Well, he wrote the memorandum. That is why I 
was asking these questions. I was trying to get the basis for his 
answer. 

Mr. Gaprrecson. It never pointed up that way that I went to him 
and said, “Mr. Brehm, you can go ad see these people.” I mean, it 
was not that type of transaction. 

Senator Nrxon. I understand that, but apparently you did discuss 
it with Mr. Brehm, because he otherwise would not have written you 
concerning it, as 1 would understand it. 

Mr. Gasrietson. Probably around a luncheon table, I imagine. 

Senator Nrxon. All right. You do not recall the instance directly ? 

Mr. Gaprrecson. Sir? 

Senator Nixon. You do not recall specifically when you discussed 
it with him, Mr. Brehm, except that you think it was possibly within 
a month of the time that this memorandum was written ? 

Mr. Gasrretson. I would say 2 weeks, 3 weeks, along there. 

Senator Nixon. When did you first discuss this matter with Mr. 
Gunderson ; do you recall ? 

Mr. Gaprretson. Well, about that same time. I do not recall that I 
ever talked to Mr. Gunderson about it more than once. I do not re- 
call that I did. 

Senator Nrxon. Do you recall in the conversation who brought it 
up; did he or did you? 
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Mr. Gasrtetson. No; I cannot. He might have brought it up. I 
might have brought it up. I really do not know. 

Senator Nrxon. Do you recall where it occurred? Did it occur in 
your office or in his office? - 

Mr. Gasrrecson. Oh, no; it did not occur—as I recall it, 1 passed 
him on the street or I may have had lunch with him—I do not know. 

Senator Nixon. Well, now, you mean, by that, that you do not 
recall specifically ? 

Mr. Gaprretson. I do not recall. I know that I talked to him about 
it when—well, he was talking to me one day about looking for some- 
thing else to do, and I said, “Well, there is a job open in New York, 
and I think you would be fitted admirably in that.” 

Incidentally, shortly after this, the date of this memorandum, the 
next time I saw Mr. Gundexson he said that he was not further 
interested in the job. This was before it was decided. 

Senator Nixon. Going back to the time that this conversation took 
place, he said, you said, that he was admirably fitted. You still can- 
not recall where that took place ? 

Mr. Gasrietson. No; I would judge that it might have been lunch- 
eon at the Mayflower; it might have been out in the lobby. 

Senator Nixon. You have no definite recollection ? 

Mr. Gaprievson. I have no definite date. All I know is that he 
knew at that time that he was through with the RFC, because it was 
after the President had sent up the new nominations. 

Senator Nrxon. Mr. Gunderson will be a witness later. We will 
ask him about the conversation, too. . 

We have had an opportunity to look over Mr. Gunderson’s office 
diary, and apparently the office diary runs only to the month of July 
1950, at which time Mr. Gunderson took a vacation, as I understand it. 

Prior to that time, during the period that you were national chair- 
man, that diary,shows a number of contacts between you and Mr. 
Gunderson. I think, totaling them up, there were 21 contacts. That 
would include everything, telephone calls, lunches, his calls to you— 
a total of 21. 

After that time, there is no record that we have indicating any con- 
tacts by you with Mr. Gunderson. 

What I am interested in particularly is the period prior to when 
this first conversation took place in the New York Stock Exchange 
matter. 

Do you recall any conversations you may have had with Mr. Gun- 
derson regarding Carthage Hydrocol in that—— 

Mr. Gasrretson. Hydrocol? 

Senator Nrxon. In that same period, in or about that same period ? 

Mr. Gaprietson. Not that I remember. As I remember it, there 
was nothing of any importance up after the spring of 1950. 

Senator Nixon. Well, I thought that at that point I noted from 
the memorandum which the staff has prepared that on May 24, 1950, 
the Directors unanimously approved elimination of the stand-by 
agreement covering advances by Stanolind Oil & Gas Co., and then 
no other action, apparently, of any consequence took place until Sep- 
tember 24, 1951, approximately a year after these conversations with 
Mr. Gunderson took place. 

What I am trying to determine is this: Do you recall any other 
matters having to do with the company that you might have discussed 
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with Mr. Gunderson during that period! The period I am speak- 
ing is when you, also, had this conversation in regard to the New York 
Stock Exchange. 

Mr. Gaprretson. Senator, I do not think that at the time I dis- 
cussed this matter with the New York Stock Exchange—lI am sure 
there was no business of Carthage discussed with him at that time. 

Senator Nixon. At that time, at that particular meeting, was there 
any business of Carthage discussed 

Mr. Gaprrecson. I am sure there was not; I am sure there was not. 

Senator Nrxon. Do you recall any other meeting with Mr. Gunder- 
son in or about that time when Carthage business was discussed ? 

Mr. Gaprietson. Not that I recall. If he has any records to show, 
I'd be very happy to-—— 

Senator Nixon. I have nothing to show, either. I just want to 
know what your recollection is. 

Mr. Gaprietson. Senator, let me—let me see those resolutions. 
(Conferring.) We have had, you see, 30 resolutions that have 
changed these loans. 

Senator Nixon. Yes; I understand. 

Mr. Gaprietson. That is No. 1. Mr. Gunderson was the man who 
was assigned by the old Board to service this loan or to look after it 
and keep in touch. 

Senator Nixon. Mr. Gunderson, you say, was the man who was 
assigned by the old Board to service this loan ? 

Mr. Gaprietson. That is right. As I understand it, under the old 
Board set-up, in any of the larger loans, they would get one of their 
Directors to follow the details of that loan, so that every time the 
loan came up for discussion before the Board he would know the 
details—you see, this was practically a construction loan. 

Senator Nixon. I understand. What matter could you have been 
discussing regarding the loan at or about the time that you had this 
discussion in regard to the stock exchange—that is the question in 
which I am interested. 

(Conferring. ) 

Mr. Gaprietson. None that I know of, Senator. 

Senator Nixon. None that you know of? 

Mr. Gasrretson. No, because—— 

Senator Nixon. Well—— 

Mr. Gaprietson. No; I am sure there was nothing. 

Senator Nixon. At the time you discussed this matter of the stock 
exchange, Mr. Gunderson, within a period of approximately 30 days, 
possibly less, possibly a little more, we do not know, was scheduled 
to leave the RFC, and you knew that. Is that right? 

Mr. Gaprretson. He was scheduled to leave, or at least he told me. 
I do not have the records of his termination of pay date or his vacation 
or what not, but I do know that when the question came up he discussed 
two or three matters that he had pending at the time, and I might have 
said, “Well, why don’t you see if you can get the New York Stock 
Exchange job?” 

Senator Nixon. Mr. Gabrielson, to be perfectly blunt about it, be- 
cause I think we should be at this point, so that you can get the record 
straight from your standpoint, obviously the implication of these 
facts without any explanation would be that you were talking to a 
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Director of the RFC and for some reason, possibly because you sug- 

gested it or because he suggested it, you were going to see if you could 
ossibly get him an assignment as president of the New York Stock 
xchange. 

The record also shows, of course, that he did not get the assign- 
ment. And as you pointed out, as you have indicated, the conversa- 
tions may have been casual conversations that you had with him; but, 
nevertheless, the implication is that, if at that time Mr. Gunderson 
was in any position to make a decision affecting your company, that 
would be an act of impropriety. 

From the record that we have here, the written record, it appears 
that it is not an act of impropriety for the reason that it shows, the 
only record we have, prepared by the RFC, shows no action taken by 
the RFC or by Mr. Gunderson at or about that time. 

Mr. Gaprtetson. Correct. 

Senator Nixon. Now, is it your testimony that you know of no 
action ? 

Mr. Gasrretson. I know of no action that was pending. 

Senator Nixon. That is the point in which I am interested. 

Mr. Gasrretson. Before Mr. Gunderson at that time. That is the 
best of my knowledge and recollection, Senator. 

Senator Nrxon. I see. Thank you. 

Senator McCarruy. I might comment on the fact that apparently 
your influence with the New York Stock Exchange was about as nil 
as with the RFC. 

I begin to wonder what influence you have got around here. 

Mr. Gaprretson. So do I. 

Senator McCuextan. If his influence had been as effective with 
the New York Stock Exchange as it was with the RFC, Mr. Gunderson 
probably would now be chairman. 

Mr. Gasrretson. Sir?! 

Senator McCieixan. In these offside comments 

Mr. Gaprretson. Were you addressing it to me, Senator? If you 
are, [ want to answer it. 

Senator McCie.itan. His comment which seems to me beside the 
point. You were successful in getting loans for your company which 
is quite proper. You were not successful in getting Mr. Gunderson the 
position with the New York Stock Exchange. ‘That is correct, is it 
not ? 

Mr. Gaprreson. That certainly is correct. 

Senator McCrietian. Allright. That isthe record. 

Mr. Fianacan. Mr. Gabrielson, do you have any way from office 
diaries or anything else that you might have, notes, or anything else, 
that you could tell the approximate date that you discussed this New 
York Stock Exchange situation with Mr. Gunderson ? 

Mr. Gasrretson. No; I haven’t, Mr. Flanagan. And if Mr. Gunder- 
son has kept any notes, I’d be very glad to hear about it. 

Mr. Fianaean. Do you have any way from your office, your law 
office diaries or anything else, to determine what matters you may 
have been discussing with the RFC in August, September, and October 
of 1950? 

Mr. Gasrrerson. According, you see, according to the information 
I have here, there is no—there wasn’t any, Mr. Flanagan, because that 
was in 1950. 
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Mr. Fuanacan. That is correct. 

Mr. Gaprrerson. Well, now, the only time there was a letter, a reso- 
lution of the RFC of April 26, 1950, that had to do with an amendment 
in reference to the sale of surplus equipment. 

The next resolution that came through was the resolution of Sep- 
tember 18, 1950, regarding the sale and disposal of equipment, and 
that was not handled by me personally at all. 

Mr. Fianacan. On that point, and this may clarify the record some, 
I have in my hand a letter dated October 10, 1950, addressed by you 
to Mr. David J. Cartenuto, counsel of the RFC, New York. 

Mr. Gaprieison. That is right. 

Mr. Frianacan. And it is a very short letter, and I will read it 
quickly and place it in the record. 

(The letter dated October 10, 1950, was marked as “Exhibit No, 30,” 
and will be found in the files of the subcommittee. ) 

Mr. FianaGan (reading) : 

Dear Mr. CaRTENUTO: Referring to our telephone conversation this afternoon 
and your conversation with Mr. Brehm, and your letters to Mr. Brehm dated 


October 6, 1950, and October 9, 1950, I have prepared and enclose herewith sug- 
gested paragraph 8 for the new stand-by agreements. 


And then you go on to say: 
Please advise me by telephone— 


and soon. And you are talking about a new stand-by agreement. I 
will just review this quickly. I will not read the whole thing into 
the record. 

Senator McCarrnuy. Who is Cartenuto? 

Mr. Fuanacan. He is counsel for the RFC in New York. 

Senator Hory. What date? 

Mr. Fuanacan. October 10, 1950, the day before Mr. Brehm’s mem- 
orandum which we were discussing here. 

It concerns another stand-by agreement that you are talking about. 
I have not had an opportunity to review it. It is rather long. I 
cannot go into it at this time. 

But do you now recollect having discussions with the RFC in New 
York, which was the servicing office for this loan, at this very same 
time in October, 1950? 

Mr. Gaprretson. I had no discussion with them. 

Mr. Fuanacan. Do you recollect this correspondence that you had ? 

Mr. Gasrrerson. Now, just—Mr. Flanagan, do you have that letter 
before you ¢ 

Mr. Fuanacan. Yes, sir; I just read it. 

Mr. Gaprietson. All right. So do I right here. Letter addressed 
October 10. If you will look down at the lower left hand corner, do 
you see the initials, A. L. W. ? 

Mr. Fianacan. I do not have the letter. 

Mr. Gaprtetson. In the lower left hand corner. 

Senator Nrxon. That is correct. 

Mr. FuanaGan. Senator Nixon has it. 

Mr. Gaprretson. That is Mr. Albert L. Wolfe, who is one of my 
law associates. If you will take in—first of all, let me say that this 
letter—I do not know whether this letter was signed by me or not—I 
do not think it was. Have you secured the original ? 

Mr. FuanaGan. We got that from your office. 
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Mr. Gasrietson. Or is that a photostat? I imagine what this is, 
that that would say, would have been in caps, Guy George Gabrielson, 
and below it, Albert L. Wolfe. 

Mr. Fianacan. That may be very true. 

Mr. Gasrie.son. Now, wait a minute—— 

Mr. Fuanacan. Because there are a number of such letters that | 
recall, 

Mr. Gaprietson. There are a lot of them. He does a lot of the work. 
If you will turn to October 12, the letter, the other letter that you took 
from my office—— 

Mr. Franacan. We are looking for that right now. Go ahead and 
discuss it. 

Mr. Gasrretson. This letter of October 12 is addressed to Guy 
George Gabrielson, Esquire, 70 Pine Street, New York 5,N. Y. Atten- 
tion Albert L. W olfe, Esquire. Re Carthage Hydrocol. From David 
J. Cartenuto, counsel for RFC in New York. 

Mr. Fuanacan. Yes, I have that. 

(The letter dated October 12, 1950, marked as “Exhibit No. 31, 
follows:) 

Mr. GABRIELSON (reading) : 

DEar Sir: Confirming our telephone conversation of yesterday afternoon, 
please be advised that the form of paragraph 8 for new Stand-by Agreements 
proposed to be delivered to this corporation in connection with the loans author 
ized to the above borrower, submitted with your letter of October 10, 1950, is 
satisfactory. 

That is the transaction Mr. Wolfe had. I know nothing about it. 

Mr. Fuanacan. Yes, sir. 

Mr. Gaprretson. I want the record to show that very plainly, Mr. 
Flanagan. 

Mr. FLanaGan. Mr. Wolfe is an attorney working in your office? 

Mr. GaprreLson. He is an attorney in my office, has been with me for 
about, oh, 17 years, I would think, and handles, I suppose, 95 percent 
of the legal work for Carthage Hydrocol. 

Mr. Fuanacan. Do you have any other records here with you today, 
Mr. Gabrielson, which would indicate what transactions might be 
going on between either you or your law office and the RFC during 
this period we are talking about in the fall of 1950? 

Mr. Gaprretson. Well, you understand, Mr. Flanagan, that this 
letter that you are speaking about here is not a matter that would 
come before the RFC board. This is a matter under Mr. Jacobson’s 
department, who is the head of the legal department of the RFC 
in New York. 

Mr. Fianacan. Yes; I understand. 

Mr. Gaprretson. He merely passes on the legal details of the trans- 
action under his general authority. And Mr. Cartenuto is one of his 
assistants. This was purely a matter of legalistic terminology being 
determined between Mr. Wolfe of my office ‘and Mr. Cartenuto. 

Mr. Fuanacan. Yes, sir, but I asked you, do you have any other 
records indicating any transactions on behalf of yourself or your legal 
representatives in your office with the RFC in ‘New York or Wash- 
ington during this period ¢ 

Mr. Gaprie.son. I certainly—not that I know of. I am very sure 
that I have not personally visited the RFC in New York for what, 
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three years, three years and a half. [Conferring.| 1 just never go 
there. [Conferring. | That is handled by Mr. Wolfe. It is handled 
by Mr. Dawson, who is the vice president of Carthage Hydrocol. And 
it is handled by Mr. Allen K. Brehm, who is the treasurer of Carthage 
Hydrocol. 

Mr. Fianacan. Do you have any recollection of making any per- 
sonal visits or telephone calls to Mr. Gunderson or Anyone in the RFC 
in Washington during this period in the fall of 1950? 

Mr. Gaprietson. Not that I remember. 

Mr. Fianacan. You must have been in Washington or met Mr. 
Gunderson some place around that period when you discussed this 
New York Stock Exchange matter with him. 

Mr. Gaprretson. I happen to live in Washington, Mr. Flanagan. I 
live at the Mayflower Hotel. 

Mr. FianaGan. That is not the answer to the question. 

Mr. Gaprietson. I know it; but you seem to think that it is rather 
peculiar that I should be in Washington. Iam in Washington a great 
deal of the time, and I see a great many people here. 

Mr. Fianacan. I will reframe my question. 

Do‘ you recollect conferring with Mr. Gunderson at about this 
time—— 

Mr. Gaprretson. On Carthage Hydrocol ? 

Mr. FianaGan (continuing). On Carthage Hydrocol? 

Mr. Gaprtetson. I do not. 

Mr. Fianacan. I asked that because you obviously must have con- 
ferred with him about the New York Stock Exchange. 

Mr. Gaprietson. Conferred with him ? 

Mr. Fianacan. Talked with him then about that time. 

Mr. Gaprrecson. Sure, I might have had lunch with him. And in 
the course of the conversation the matter of his employment or his 
future business activities might come up—I am sure that it did, and 
I said, “Well, what about the New York Stock Exchange?” 

This rather interests me very much and slightly amuses me that 
you make such a great point out of this thing that in my own mind 
there was no point to it at all. 

Mr. FLtanacan. We are merely trying to clear up the facts. 

Mr. GaBrietson. Yes; you are certainly dwelling on it a long time, 
I'd say. 

Mr. FuanaGan. At the time you had this discussion or conversation 
with Mr. Gunderson concerning the New York Stock Exchange, did 
you tell him what you would or could do for him in that regard ? 

Mr. Gaprtetson. I certainly did not—I did not know. I have no 
connection with the New York Stock Exchange. I have no way of 
getting to, of talking to people, and I had no, ‘Thad no w: ay—I have 
no influence with the New York Stock Exchange. How could I 
do—— 

Mr. Franacan. What did you tell Mr. Gunderson you would try 
to do for him? 

Mr. Gaprietson. I told him I would see if I could see some of the 
members of the New York Stock Exchange to put his name in. As 
I recall it, there were some 54 names that went in before the New York 
Stock Exchange, someone told me up there. 

Mr. Fianacan. And that is when you went to Mr. Brehm, who 
apparently knew these—— 
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Mr. Gasrrexson. I did not go to Mr. Brehm. I had lunch with 
Mr. Brehm, and the subject might have come up. 

Mr. Firanacan. You talked to Mr. Brehm about it then ? 

Mr. Gaprretson. You see, you are trying to make it that I started 
out here on a great quest just to capture the New York Stock Exchange 
seat for Mr. Gunderson which is not true at all, and you know it. 

Senator Nixon. Mr. Gabrielson, I realize that you place in your 
own mind very little importance on this incident, and I can under 
stand possibly why you would come to the conclusion that Mr. Flana- 
gan’s questions were designed to place an implication on the incident 
which is not deserved, but I do think that in all fairness in analyzing 
the evidence here that the incident standing by itself, as I indicated a 
moment ago, should be explained fully, and for that reason I think 
that Mr. Flanagan’s questions are for that purpose. I mean, they are 
to get the facts out, and I think if the facts are as you have stated 
them in answer to previous questions, the cross-examination wil] 
establish that, but the incident standing by itself in the record, I think 
you will admit, is one which would create certainly a bad impression. 
And that is the purpose of Mr. Flanagan’s questions. 

Mr. Gaprrecson. Well, Senator, if I was a little quick or cross with 
Mr. Flanagan, I am very sorry. 

Senator Nixon. Let me say that Mr. Flanagan, we have found, is 
a very able counsel for the committee. And he treats all of the wit- 
nesses the same. I can assure you of that. I think the chairman wil! 
bear me out on that. 

Senator Horry. That is unquestionably true. 

Mr. Fianacan. Just one or two more questions. 

Senator McCietian. I might make this observation, if I may, to 
Mr. Gabrielson, that unexplained—leaving it in a state of fog—specu- 
lation simply would not serve your interests at all. And every bit 
of light that can be thrown on it to substantiate the position you take 
about it, which in all probability is correct, I think is quite proper. 
The public is vitally interested in inferences that are often drawn from 
little things that make mountains out of them when they are un- 
explained. And while it may have been covered adequately already, 
the point is that 

Mr. Gaprretson. Senator, just let me say this: I practiced law, or 
did, before I became chairman—I practiced law in New York City. I 
do not have legal transactions; I mean, I do not represent stock- 
exchange firms. My business has always been with manufacturing 
companies and people of that kind, but not stock-exchange firms. So 
I have no interest or no possible connection with any governor of the 
New York Stock Exchange. 

When this matter came up between Mr. Gunderson—I am trying to 
be just as frank as I can about the thing 

Senator McCiewian. The only thing—— 

Mr. Gaprretson. When this matter came up between Mr. Gunderson 
and myself he might have raised it, I might have raised it, anyway, 
it was raised, as to the question of whether he—whether he would be 
interested in securing the presidency of the New York Stock Exchange. 

Senator McCuetian. I can appreciate that. The only point I am 
making is that, do not ascribe to us some ulterior motive or trying to 
slant this thing to give the wrong impression to the public from the 
facts. Our objective here is to clear up those things from which wrong 
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inferences are drawn as well as to explore those things that indicate 
an inference should be drawn. We are trying to get the truth on this 
record, so that no one can misunderstand. 

Mr. Gasrretson. I shall certainly give you my greatest cooperation 
in that. 

Mr. Fianacan. Mr. Gabrielson, I do not want to keep belaborin 
this point, but I do want to get all of the facts that I feel that the cae 
should have. 

I notice in Mr. Brehm’s memorandum to you of October 11 that he 
states that he gave Schreiber three copies of the biographical sketch 
of Gunderson. 

Do you now recall obtaining biographical sketches from Mr. Gun- 
derson for the purpose of presenting them to someone in connection 
with his possible obtaining of this job as president of the stock ex- 
change? 

Mr. Gasrtetson. Mr. Gunderson certainly gave a copy of his bio- 
graphical sketch to me. Now whether I had some extra copies made 
of it—I very likely did, and I might have passed them around which 
I probably did. No reason why I should not. 

Mr. FianaGan. Did you pass them around to anybody other than 
Mr. Brehm? 

Mr. Gaprretson. Not that I remember. I do not think I did. 

Mr. Franacan. Were you interested in getting him any other type 
of employment other than the stock exchange ? 

Mr. Gaprterson. No, that is the only one. That is the only one that 
came to my mind or came to our joint minds. No, I did not advocate 
him for any other job at all. 

Mr. Fianacan. Did you ever discuss his employment in any other 
job with anybody else other than Mr. Brehm? 

Mr. Gaprietson. No. Well, I would not know. I did not do it 
generally. Now I remember talking to Mr. Brehm about it, but I 
do not think I talked to anybody else about it. I do not recall that I 
did, and I do not want to appear foggy on this at all, but you just see 
it never assumed any singing importance to me of just somebody 
comes along, we talk about a job, you pass along the information. [ 
do that a great many times. 

Mr. Fianacan. There is one other matter that I want to clear up for 
the record here. 

In your statement, I will refer you to the bottom of page 6, and 7, 
the last sentence there says [reading] : 

I don’t own a share of stock of Carthage Hydrocol, directly or indirectly, nor 
in any of the stockholding companies except a qualifying share in Hydrocarbon 
Research to enable me to be a director. 

In that regard, in this exhibit that was put in the record this morn- 
ing by the RFC, on page 3 it indicates and states as follows [reading] : 

Dobjo, Inc., is owned 49 percent by P. C. Keith, president of Hydrocarbon Re- 


search, Inc., 49 percent by John B. O'Connor, executive vice president of 
Dresser Industries 





Senator McCarruy. What page? 

Mr. Fuanacan. Page 3 of the RFC memorandum. That is, it is 
page 3 of exhibit A. 

Senator McCarry. It is exhibit A. 
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Mr. FuanaGan (reading) : 


and 2 percent by Guy George Gabrielson. 


Do you, in fact, own 2 percent of that stock, Mr. Gabrielson? 

Mr. GABRIELSON. No, “tf do not. There are 100 shares of this stock 
that represents, as I recall it, two-thirds of the voting stock of Hydro- 
varbon Research. The correct pronunciation of that is “Dob-jo,” a 
combination of names, Dobby Keith and John O’Connor, so it is called 
“Dob-jo.” There are 100 shares of stock. And in actual beneficial 
ownership Mr. Keith owns 50 shares and Mr. O’Connor owns 50 shares. 
They oe 1 put one share in my name and it is stillin my name. That 
belongs to them which they are entitled to get back whenever they 

rant to, but to keep from having a deadlock between them in voting 
the stock of Hydrocarbon Research, the two shares are lodged with me. 

Mr. FLanaGan. I wanted to clear that up. 

Mr. Gaprretson. That is the correct statement. 

Mr. FLanaGan. Because it did look like an inconsistency between 
your statement and this record, and I discussed it with you before, 
and I was sure that was the explanation. 

Mr. Gaprietson. That is right. 

Mr. Fuanacan. You in fact do not own any stock in Dob-jo? 

Mr. Gasrietson. Nor do T own any stock in Hydrocarbon. Under 
the law of the State of New Jersey you cannot serve as a director un- 
less you have one share of stock registered in your name. There is 
one share of stock registered in my name in Hydrocarbon to qualify me 
to serve as a director of Mr. Keith’s outfit, Hydrocarbon Research, Inc. 

Mr. Fianacan. There is one other statement here in your statement 
this morning oat I should like to refer to. I refer you to page 6, 
the second to last paragraph, second sentence of that paragraph. 
You state this | reading]: 

It is perfectly clear, therefore, that neither before nor after I became chairman 
did I receive a fee, or any other compensation, for obtaining a Government 
loan, and I expect this committee to so state in its report. 

Since you have been Republican National chairman, dating back 
to August 1949, you have received an annual salary plus legal fees 
of $25,000 per year? 

Mr. Gaprretson. That is correct. 

Senator Nixon. Annual salary from Carthage. 

Mr. Fianacan. From Carthage. 

Mr. Gaprietson. Annual salary of $15,000 and my law firm receives 
$10,000 for doing the legal work. 

Mr. Fuanacan. Yes, sir. 

Was it part of your duties as counsel and president of Carthage 
Hydrocol, since August, 1949, to confer with any representatives of the 
RFC with regard to various aspects of the servicing of this loan? 

Mr. Gaprreson. I would think that would come under the genera! 

category of being the president of the company ; yes, sir. 

Mr. Franacan. That would be part of your duties? 

Mr. Gaprtetson. That is right, I would think so. 

Mr. Fianacan. For which you were getting paid 

Mr. GaprIELson. Yes. 

Mr. FLANAGAN (continuing). $25,000 a year? 

Mr. GaprteLson. I would say maybe one hundredth part of 1 per- 


cent. I have not taken the time here this morning to tell you what 
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the real work is in running this company, Carthage Hydrocol. It 
is not the matter of loans. These loans were all made before I became 
chairman, and I want to make it perfectly clear that I never received 
a fee for getting a loan for Carthage Hydrocol, never, under any 
circumstances. 

Senator Nixon, Can I ask a question right there ¢ 

Mr. Fianacan. Go ahead. 

Senator Nixon. Do I understand then that from the period of 
1946 until the present time you have been on the payroll of Carthage 
Hydrocol ? 

Mr. Gaprietson. Yes, sir. 

Senator Nixon. That your duties have been the duties of president 
and that of counsel, you and your law firm 4 

Mr. Gaprietson. That is right. 

Senator Nixon. You said there were other duties than the duties 
of dealing with the RFC. Did I understand you to say that the great 
proportion of your work, the greater proportion of your work, were on 
these other duties, rather than your RFC matters / 

Mr. GaBRIELSON. Senator, as a matter of time spent on dealing with 
the RFC since I have been the chairman of the party, I do not think 
it would involve a hundredth part of 1 percent of the time that has 
been consumed down there. 

Senator Nixon. What I am interested in is this—I am interested in 
the percentage of time spent on RFC matters, leaving out your party 
activities, because I know they take some time, too—the percentage of 
time spent on RFC matters as compared with the percentage of time 
spent on other matters for which you were paid this fee. Do I under- 
stand that your testimony is that that was a very small percent ? 

Mr. Garrietson. It would not be one-half of 1 percent, Senator, 
because this loan was already made at the time, and the servicing of 
this loan and the working up of the details—and the RFC have aud- 
itors in there all of the time, that comes under the jurisdiction of Mr. 
Brehm, who is the treasurer of the company. It is only very seldom 
that I talk to anybody about this loan, never in New York. 

Senator Nrxon. Go ahead. 

Mr. Fxianacan. On that point again, I just want to clear the record. 
You probably have an adequate explanation, but I have here in my 
hand a memorandum dated Rouen a , 1945, that is, a copy of a 
memorandum, which is attached to a letter signed by you to the RFC 
with regard to your legal fees. 

Senator McCarrny. What year? 

Mr. Fuanacan. 1945. And you submit a bill, and we will not go 
into the details of that, saying the matter of organization of financing 
of Carthage Hydrocol, Inc., including the preparation of legal pa- 
pers, contracts, prospectus, notes, indentures, gas contracts, RFC 
applications, and so forth; also general conference work pertaining 
to above, including 138 days’ time of Guy George Gabrielson, 32 days’ 
time of Albert Wolfe, that is your associate, ‘and 187 days’ time of 
stenographers. 

Can you give us any idea how much of that time was spent in the 
preparation of matters for the RFC ? 

(The memorandum dated December 31, 1945, was marked “Exhibit 
No. 32” and may be found in the appendix on p. 1241.) 
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Mr. GAsrretson. In the preparation of the application 

Mr. FuanaGan. Or any matters. 

Mr. Gasrretson. I would say a great deal of time during that pe- 
riod, a great deal of time in the physical preparation. Have you ever 
seen the application ? 

Mr. Firanacan. Yes, I have. I know it is very voluminous. 

Mr. Gasrretson. I wonder if the committee has ever seen it. Let us 
get it. 

Senator Nrxon. In answer to the previous question you were re- 
ferring to the time when you were national chairman ¢ 

Mr. Gaprtetson. Yes. 

Senator Munpr. I am getting all confused. As I understand you, 
before the time you were national chairman your testimony is that 
you spent a great deal of time in RFC preparation and work in han- 
dling this loan application, and since that time you have spent less 
than one-half of 1 percent, is that the story ? 

Mr. Gasrretson. No, no, Senator Mundt. During the time after 
these loans were made, which was before I became national chairman, 
then the matter of time that I spent on the RFC end of Carthage was 
very small. Now at the beginning 

Senator Munpr. But when the loan was made, the dividing line 
is that 

Mr. Gaprietson. That is right—that was in the spring of 1949, 
but when the original application went in, gentlemen, there are the 
printed volumes of the application for this loan, On the technical 
phase of this Mr. Keith and his organization did a lot of work. On 
the matter of the financial and the economic studies and the eco- 
nomic forecast they were made by Mr. Brehm. And the legal work, 
the actual drawing up of the legal end of this, it was done by either 
Mr. Wolfe or myself. But this even at that time was not a major 
portion of the work It was more than it was after the loans were 
granted, because during that time we, first of all, secured some op- 
tions on a trillion feet of gas up at Carthage. That took a tremendous 
amount of time. That was up at Carthage, Tex. And all of the docu- 
ments were drawn. 

Then it developed that that was a wrong place to build the plant 
because of the water conditions. So they started out and we got a 
trillion feet of gas down in the valley, down next to Brownsville. 

Then the question of getting a plant site of two hundred and some 
acres and clearing up all of the title on that. 

In addition to that, getting 5,000 acres of flood lands to flood 
the hot water that goes through this plant, where this plant pumps 
through 6 million barrels of water a day. 

Those are all legal matters that are currently attended to in our 
office. 

Likewise, the pipeline, getting the right-of-way, and getting the 
right to cross over roads and under bridges, and what not. That is 
all a matter of legal work that has to be done. 

The matter of drawing these agreements among the stockholders, 
the getting of new additional subscription agreements for each one 
of these new calls on the stockholders. That is what takes the tre- 
mendous amount of time. 

Senator Munpr. It was for that work that you were submitting 
this bill? 
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Mr. Gasrietson. That is right. [Conferring]. And Mr. Keith 
just advised me, which is very correct, the tremendous amount of time 
that our office put in drawing the agreement between Carthage Hydro- 
col and the Stanolind Oil & Gas Co. where they would take the chemi- 
cal stream from the plant to refine the chemicals out of that. It takes 
weeks to work those things out. 

Senator Nrxon. Does the application show what fee Mr Gabriel- 
son’s firm was to be paid on the Carthage Hydrocol alone? You were 
reading from that a moment ago, were you not 4 

Mr. FianaGan. I cannot state whether it is in the original appli- 
cation, but from time to time through the files there are indications 
that the RFC did approve the legal fees that were paid to Mr. 
Gabrielson. ‘That was part of the agreement, I believe, was it not? 

Mr. Gapsrretson. They were not—they were not in the application, 
as I remember it, Mr. Flanagan. 

Mr. Fianacan. That is my impression. 

Mr. Gaprretson. But before I received any fee on this, it was sub- 
mitted to the RFC, and the RFC approved it with the time and ex- 
penses and everything else put on by each member of our organization 
which has been so ever since. They have approved all of them, the 
bills. 

Senator Munpr. As part of an application form, do you have to 
list the attorney fees—is that one of the questions they ask ? 

Mr. Gaprietson. You have to submit the bill to them, and then— 

Senator Munopr. I mean, in the application itself. Under the 
present application I know they have you list the attorneys’ fees. 
I do not know whether that was true back in 1946 or not. 

Mr. Gaprietson. It might have been, Senator Mundt, but you see 
in this application it did not take the form of the normal application 
that goes through the RFC. I do not recall. Have you looked it over, 
Mr. Flanagan? Is there anything said about fees? I do not believe so. 

Mr. Fuanacan. I have the second application before me. 

Mr. Gasrretson. I do not recall it any time. 

Mr. Fianacan. ExhibitE, which is the standard exhibit, entitled 
“Agreement as to Compensation for Services Rendered or to be 
Rendered Applicant in Connection with Application and/or Loan,” 
and it is left blank. That is the second application. 

(The second loan application was ‘netied as “Exhibit No. 33” and 
will be found in the files of the subcommittee. ) 

Mr. Fuanagan. The same is true with the third. 

(The third loan application was marked as “Exhibit No. 34” and 
will be found in the files of the subcommittee. ) 

Mr. FuanaGan. We will check the first and put that in the record. 
I might also add that the application does show that Mr. Gabrielson is 
receiving $25,000 a year, of which $10,000 are legal fees and $15,000 
salary, and all those are approved from time to time by the RFC. 

(The first loan application was marked as “Exhibit No. 35” and 
may be found in the files of the subcommittee. ) 

Mr. Gaprretson. That is right. 

Mr. FianaGan. Is that not correct ? 

Mr. Gaprietson. That is correct ever since the beginning with 
1946 up to date. 
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Senator Nixon. At that point, about that $25,000, as I understand 
it, that was not simply for the RFC work? 

Mr. Gaprretson. Oh, my, that was as president of Carthage Hydro- 
col and doing all of the legal work. 

Senator Nixon. As to the application, counsel did not mean to leave 
the implication that this $25,000 had been approved as a fee by the 
RFC? 

Mr. Fuanacan. I meant to indicate it as exactly the opposite, that 
those are his salary and fees as general counsel and president of the 
cor poration for all of the work that he does for them. 

Senator Nrxon. All of the work he did? 

Senator McCarruy. Mr. Chairman, I am going to have to ask to be 
excused. I am involved in a legal proceeding myself downtown now. 
It is not because I lack interest in the testimony. I assure the wit- 
ness that I will read it. 

Senator Munpr. What percentage, Mr. Gabrielson, of this legal 
work that you do, that is, that your firm does, $10,000 a year, is de- 
voted to servicing of the loan ¢ 

Mr. Gaprtetson. To servicing of the loan? 

Senator Munpr. Yes. There were 30 different resolutions and 
I imagine you have to look at each one. 

Mr. Gaprietson. That is a very difficult question to answer, because 
you do not always go to the RFC—you do not go there very 
much—but you have to comply with the terms of the resolution. You 
see, every time that the company orders new equipment [conferring ], 
any equipment that is ordered over $100,000, cannot be ordered by 
the company without the approval of the RFC. No salaries or other 
compensation can be paid by Carthage Hydrocol in excess of $7,500 
a year without the approval of RFC. No sale of product. over [con- 
ferring]—no sale of product in excess of $50,000 can be made without 
the approval of RFC. 

So there are a great many things that come up in arranging these 
sales and these contracts, and so forth, that do not have to do with 
RFC as such, but they have to do with keeping Carthage Hydrocol 
in position where it is complying with the terms of the over-all 
resolution. 

Senator Munprt. I see. 

Mr. Fianacan. Are you finished ? 

Senator Munpr. I have some other questions to ask, but you go 
ahead. 

Mr. Fianacan. I just want to attempt to clear the record as to the 
statement I previously read from your statement, where you said 
it is perfectly clear that neither before nor after you became chairman 
you received fees or any other compensation for obtaining the loan. 
And you have testified under oath that that is the fact. 

As I gather from your testimony so far this morning on that point, 
after the loan, the third loan was granted, you have continued to per- 
form certain functions in connection with the RFC matter, although 
you state they are much less now. 

Mr. Gaprretson. Of course, I have, as president of the company. 

Mr. Fuanacan. And you are paid fees and a salary for that work 
in addition to other work ? 

Mr. Gasrtetson. No, I do not think I am paid a fee. 
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Mr. Fuanacan. Not as such, but 

Mr. Gaprietson. I am not paid a fee to go down to the RFC or talk 
tothem. I do not think that is a correct statement. 

Mr. Firanacan. Would you 

Mr. Gasrietson. I am paid a salary as president of Carthage. My 
law firm is paid a fee for doing legal work. And part of the duties 
of president is to see that this loan is properly serviced. 

Mr. Fuanacan. That is the point that I was trying to make. 

Then it would be fair to say that at least part of your duties as 

resident, at least part of your duties as counsel, small as they may 
Gad is in connection with the servicing of this loan and in connection 
with conferring with RFC officials, is that correct 

Mr. Gapsrietson. I do not think I’d even want to go that far. I'd 
say that I would receive the salary of president of $15,000, whether 
there was any RFC loan or not. And my law firm would receive 
$10,000 whether there was an RFC loan or not. 

Mr. Fuanacan. That may be correct, but the fact is that there is an 
RFC loan, and the fact is that you have 

Mr. Gasrietson. All right. 

Mr. Fianacan. Worked on it and those are part of the duties for 
which you are being paid a salary and a fee, is that not correct? 

Mr. Gaprietson. Yes, I suppose if you want to look at it that way. 
I did not look at it—I looked at it more, Mr. Flanagan, from the 
standpoint of they talk about somebody getting a fee for doing a job, 
but I am not getting a fee in that sense. 

Mr. Fuanacan. | understand that. 

Mr. Gaprietson. For doing a Job. 

Mr. Fuanacan. I understand that difference and I think the com- 
mittee fully recognizes that, but the fact is that as you have stated 
part of your work is servicing the RFC loan and you are getting 
paid for that. That is correct, is it not? 

Mr. Gaprtetson. Yes, a very small part, very small part. 

Senator Hoey. I think at this time, Mr. Flanagan, we will take a 
recess. 

Mr. Gabrielson, I think we will probably reconvene at 3 o’clock. 

Mr. Gaprietson. That is all right with me. 

Senator Hory. This afternoon I imagine you would rather get 
through with this, if possible. 

Mr. GasrieLson. Mr. Chairman, I do not certainly want to press 
the point, but is there any opportunity for Mr. Keith to be heard 
today ? 

Senator Hogy. On what point? 

Mr. Gaprietson. He was the man that arranged this loan. He is 
the man with all of the background. I think you might finish up 
with him in about 10 or 15 minutes. 

Senator Hory. I may say, of course, I do not think the loan is under 
attack, just to show the condition of it. I do not think any attack has 
been made on the loan. 

Mr. Gaprretson. Well, then 

Senator Horry. If the committee or any members want to question 
about the loan, all right, but my examination was directed solely to 
just the structure of the company for the purpose of showing that, 
not for the purpose of suggesting that the loan was not a good loan, 
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and all of that, as to the fact of its being properly granted. I did not 
understand that that was in controversy, but, of course, if members 
have any different ideas about that or feel that ought to be gone into, 
we will be glad to hear Mr. Keith. 

Mr. Gaprrerson. Mr. Chairman, I think if you could put Mr. Keith 
on for about 10 minutes on just one phase, that is, you asked me a lot 
of questions this morning, and very properly so, about the small 
amount of money that went into stock and the big amount of money 
that went into notes 

Senator Hory. Yes, that was true; but that was not directed toward 
questions of validity of the loan. 

Mr. Gaprretson. But, I think if you need that 

Senator Horry. That was just as to the structure of the company, be- 
cause there was never any question about the fact that all assets, in- 
cluding all developments made under the terms of the contract, of 
the loan with the RFC, all of that has been subrogated, of course, to 
the right of the RFC to come ahead of any of those things, but, of 
course, we will hear anything that Mr. Keith wants to say about it. 

Mr. Garrtetson. I thought if Mr. Keith, who is just in town for 
today, could, it would help. 

When are you going back? [Conferring.] He has to take either a 
train or a plane at 4 o'clock. I am just wondering while he is down 
here if you do not want to hear him. 

Senator Munpr. Hear him right now. 

Senator Hory. We will hear him right now, if he can get through 
in 10 minutes. 

Stand up. Hold up your right hand. 

Do you solemnly swear that the testimony you will give in this 
hearing shall be the truth, the whole truth, and nothing but the truth, 
<o help you God‘ 

Mr. Kerrn. I do; yes, sir. 


TESTIMONY OF P. C. KEITH, PRESIDENT, HYDROCARBON 
RESEARCH, INC., PEAPACK, N. J. 


Senator Horry. Now, Mr. Keith, give your name and connection to 
the reporter. 

Mr. Kerrn. My name is P. C. Keith. I live in Peapack, N. J., and 
I am president of Hydrocarbon Research, Inc. I haven’t any pre- 
pared statement, but I think it would be of interest to the committee 
to know how this company came into being. 

In 1943 and 1944 there was considerable doubt in people’s minds in 
this country as to whether or not there was sufficient oil reserves to oil 
another war. 

I had been interested in synthetic fuels since 1933. During all of the 
thirties I spent a good deal of time in Germany. 

In 1943, the late fall, I conceived an idea of synthesizing gasoline 
from gas. I might mention that when you have successfully done this 
you have solved 85 to 90 percent of all of the problems that have to 
do with the synthesis of oil from coal. And in the synthesis of oil 
from coal the first step is to make gas. Thereafter the two processes 
are the same. 

Having this idea, I went to a number of friends of mine in the oil 
industry and I made a proposal to them that if they would put up about 
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a million and a half dollars in research money that I would conduct 
pilot-plant tests. For that they would receive operating rights, and 
I would receive the patents. The work was to be done at cost. 

I did the work at Oleon. It looked very promising. I set out to 
try to finance a new company. I wanted some stock ownership in that 

company to get a continuing income. 

I took the matter up with investment counsel in New York, and he 
suggested we might go to the insurance companies. We did try to go 
to the insurance companies to get insurance company money. We 
found out that it was not bankable. 

Somebody then suggested that this was the kind of thing that RFC 
ought to do. That was particularly relevant at that time because 
Congress was getting ready to appropriate money for a synthetic fuels 
industry. 

I called up Mr. Jones on the telephone. I had never met him. I 
made an engagement with him and came down to see him. 

My recollection is that the first meeting was with Mr. Jones alone. 
We had a subsequent meeting at which one or two of my friends were 
with me. 

At this meeting Mr. Jones explained to me several things. I wanted 
to find out under what conditions RFC loaned money. And he said 
there were three conditions that had to be fulfilled. 

In the first place that the loan had to be self-liquidating. In the 
second place, it had to be in the public interest. And the third condi- 
tion was it could not be bankable by private banking. 


At that meeting I was quite naive and I suggested that if we put up 
$2 million of risk capital that the RFC might put up the other $10 


million. Mr. Jones was very blunt and he told me in no uncertain terms 
that that was not to be thought about. 

Then he laid down certain conditions. Those conditions were about 
as follows: 

In the first place, he said that RFC did not want any money coming 
from widows and orphans; that if RFC was to loan money, that the 
money would have to come from strong hands. 

Secondly, that he would do his best to check it, but he could not 
check the financial or the process soundness and, therefore, it was 
necessary that I go to the oil industry, because if I got oil industry 
money interested it would be prima facie evidence to him that the 
process was sound. 

The second condition he made was that, and it was a general spur 
to the agreement, that private industry would have to put up at 
least 50 percent of the money and they would have to put their money 
in first, and then RFC would match dollar for dollar with private 
industry, with RFC taking a mortgage and, almost quoting him, “on 
your soul.” 

Another condition was that we'd have to find gas and find gas at 
a price which was less than the going price of gas 

He said, “Do not come back to me until you have fulfilled those 
conditions.” 

He made it quite clear that he could not pass on it, but he would 
recommend it to the Board. 

On that basis, I began work. It was nearly a year before I could 
find people who were interested in the oil industry to go ahead, to 
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get the gas reserves arranged and come back. By that time Mr. 
Jones had gone. 

I conducted essentially all of the negotiations with the RFC, if 
they can be called negotiations. I discussed the matter with Mr. Hen- 
derson. I discussed it with Mr. Husbands. I discussed it with Mr. 
George Allen. I am sure that during that phase of the negotiations 
that 90, 95 percent of all of the talking was done by myself. 

We finally set the company up and RFC knew that we proposed 
in the matter of financing the company whether there should be 
promissory notes or whether they should be bonds, that came up. It 
was satisfactory to RFC that the promissory notes take the place of 
bonds. It was satisfactory to RFC that the common stock be in the 
ratio that has been indicated. It was satisfactory to RFC that they 
put in their money last. 

It was about the time that the first loan in principle was granted 
that I stepped out of contact with RFC, but not until the first loan. 
I remember it very distinctly, that the Board passed on this and I 
thought, well, my job on this side is done. 

The contact with RFC had been done up to that time almost totally 
by myself. That is the story. 

Senator Nrxon. I have a question. 

Senator Munpr. I have a question. At what point did you bring 
Mr. Gabrielson into the picture? 

Mr. Kerrn. Senator Mundt, I was effecting a sale of stock in an- 
other company in the late fall of 1943 and I asked him, because he and 
I rode the same commuting train—I did not even know him—if he 
would act as my personal attorney. He did. Going in and out of New 
York I eeienle discussed my personal plans. I think that Mr. 
Gabrielson began to advise me legally in this matter about 1944, 1945. 
I do not think that I asked Mr. Gabrielson to come to Washington, but 
it isa long time ago. I do not think I asked him to come to Washing- 
ton until we finally got to the point where the loan in principle had 
been agreed to, and it was then necessary to put it into legal phrase- 
ology, and this, that, and the other. 

Senator Munpr. Was that about the time that you said, “I feel my 
job at this end is done,” that you turned over the RFC for the second 
and third loans to Mr. Gabrielson—the first loan you handled your- 
self? 

Mr. Keirn. I have an unfortunate choice of words, you see. Up to 
the time that the company was formed I was the spearhead. After 
the company was formed my interest in the company decreased. <Ac- 
tually, I was supposed to get 25 percent. My interest has been diluted 
until I have now less than 10 percent, my company does. 

Senator Hory. We will have to ask you to suspend. That is a vote. 
We will have to go. We will come back at 2: 45 o’clock. 

(Whereupon, at 12: 50 p. m., the subcommittee adjourned, to recon- 
vene at 2: 45 p. m. this same day. ) 


AFTERNOON SESSION 


(Present : Senators Hoey, McClellan, Mundt, and Nixon.) 
Senator Hory. The committee will come to order. 
Mr. Keith, you may resume the stand. 
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Mr. Franacan. Mr. Keith, at the time you were arranging this 
whole project, prior to the first loan from the RFC, I understand that 


you did try to get financing from private sources, certain banks and 
‘amubuiies company, is that true? 


TESTIMONY OF P. C. KEITH—Resumed 


Mr. Kerru. I discussed the possibility of doing that; yes. 

Mr. Fuanacan. And you found that you were unsuccessful and you 
could not get such financing ? 

Mr. Kerrn. I could not get anybody interested. 

Mr. Fianacan. After you got these oil and gas companies interested 
in the corporation, Carthage Hydrocol, did you ever try to get those 
owning companies to put up the money to construct the plant down 
at Brownsville ? 

Mr. Kerrn. No, sir; that is not the way I set it up. I set the corpora- 
tion up the way you have it now. I went, firstly, after I found out I 
could not get insurance company money or money of that type, I went 
to the RFC. Then I arranged a general plan with RFC, as I have 

testified this morning, with “Mr. Jones, a then after that had been 
arranged, then and then only did I go to the oil companies. 

Mr. Firanacan. Did you consider § going to the oil companies before 
you went to the RFC in attempting to get t the oil companies interested 
in this project themselves ? 

Mr. Kerru. No, sir. 

Mr. Franacan. Why Seat you attempt that approach ? 

Mr. Kerru. Because I didn’t think I could get any fair share— 
“fair” is not the proper word—I wanted some sort of stock ownership 
in this company. 

Mr. Fianacan. Why didn’t you think you could get any stock 
ownership from the oil companies ? 

Mr. Kerrn. Because I thought if I could raise through insurance 
company money or bonds or promissory notes—not promissory notes, 
but insurance company money—a part of the capital, then the oil 
companies, not having to put up all of the capital, I stood a better 
chance to get a small share of the c ompany. 

Have you ever financed one of them, Mr. Flanagan? 

Mr. Fianacan. No, sir. 

The reason I asked these questions as to why the oil companies 
did not put up the money, as you know, oil and gas interests own 
approximately 85 percent of the stock of the Carths age Hydrocol, and, 
as Was pointed out in the records of the Fulbright | committee, these 
owning companies are worth several hundred million dollars, and 
they have certainly adequate funds to enter into this venture if they 
felt they should, and that is the reason for that line of questioning 
as to why the gas companies and the oil companies that own 85 per- 
cent of your company did not put up their own funds to undertake this 
type of an operation. 

Mr. Kerru. Well, as I have already answered, Mr. Flanagan, there 
are two reasons for that: In the first place, I wanted the financing 
from an outside source other than the oil companies and, secondly, 
it was a condition precedent to the RFC loan that strong hands, and 
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strong hands in the oil industry, take this risk capital, otherwise RFC 
would not proceed. 

Mr. Fianacan. Along that line, I would like to read a paragraph 
from the report of April 25, 1949, of RFC Examiner Henrich, in 
which he makes this statement. It is a short statement, and I will 
read it. He said [reading]: 

At the time loan No. 1 was considered by RFC it was estimated that the 
project would cost approximately $16 million. When the additional application 
for $314 million was considered, it was anticipated that the project would cost 
approximately $25 million. At present the new estimate contemplates a final 
cost of $40 million. Loan No, 2 in the amount of $344 million was recommended 
by the undersigned chiefly because of a condition requiring the borrower or its 
stockholders to agree that in the event additional amounts were needed to com 
plete the plant and put it in working condition, such funds would be provided 
by the borrower or the stockholders. It was the opinion of the Washington 
examiner that an advance of $12% million, namely loans 1 and 2, was liberal! 
considering the worth of the certain of the stockholders of the borrower. The 
Texas Co., owner of the largest individual interest of the borrower, shows a 
cash position of $112 million as of December 31, 1948, and possesses Government 
securities having a value of $81 million, or a total of $194 million. For the 
same fiscal year operation of the Texas Co. reflected a net income of $165 
million. In addition to the Texas Co. other stockholders, including Niagara 
Share Corp., United Gas Corp., Stone & Webster, et cetera. 

Now, at the time you came in for the—— 

9 

Mr. Kerrn. May I comment on that, Mr. Flanagan ? 

Mr. Fuanacan. Yes, go ahead. 

Mr. Kerry. When this was taken up with the RFC, Mr. Jones was 
telling me that any financing from RFC must be in the public interest, 
and he was just newly acquainted with it. I cannot remember the 
exact words, but this is the gist of his questions to me: “Now, is this 
as much in the general interest as the building of a steel mill on the 
west coast or in Utah? Is this as much in the general interest as 
the building of aluminum plants?” 

We discussed it and I think I convinced him that it was, and that 
loans made to those large corporations that put up the aluminum 
plants and the steel plants, I think that they considered them in the 
same category as this one. I believe that those companies would have 
been capable of putting up that money, but those were risk ventures, 
in the public interest, and self-liquidating. 

(The report referred to, dated April 25, 1949, was marked “Exhibit 
No. 36” and may be found in the files of the subcommittee.) 

Mr. Franacan. Now, to go on to the third loan, at the time of this 
report—and we will put in the record all of this 

Senator Nrxon. Before you go to the third loan, could I ask some 
questions about the first loan ? 

Mr. Fuanacan. Yes. 

Senator Nrxon. Because I know Mr. Keith may leave at a moment’s 
notice, I wish to ask this question. 

As the chairman indicated to you, Mr. Keith, and Mr. Gabrielson 
sarlier, the committee apparently is not considering the merits of this 
loan at this time. As I understand it, the committee has no charges 
before it officially that the loan was improperly made. If I unde: 
stand the chairman, that is the case. 

Senator Hory. Yes. 

Senator Nrxon. We are simply trying to get the background on thy 
loan. 
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On the other hand, I think from the standpoint of getting all of 
the record here before us, that the committee must take notice of the 
fact that very serious charges have been made concerning the merits 
of the loan, and also concerning the part that Mr. Gabrielson may 
have had in securing the loan. 

Those charges arise out of a statement made by a Congressman 
from Ohio, Mr. Wayne Hays. He made the statement on the floor 
of the House, March 13, so it is a part of the official Congressional 
Record, and since that time that statement, in one way after another, 
has been repeated in columns and on the radio and otherwise, some- 
times with approval and sometimes with disapproval, but in any event 
so that’ we may have your comments on the allegations made in that 
statement, I want to ask you three brief questions, which I think can 
be answered “yes” or “no.” 

Mr. Kerrn. Will you read the statement, please, sir ? 

Senator Nixon. I will read the portion of the statement in each 
instance, and ask for your comments as to its accuracy. 

First, Mr. Hays says [| reading]: 

There has been a lot of talk in the newspaper comment about the investigation 
of the RFC by another body. 

The term “another body,” of course, refers to the Senate. 


I have information that testimony was brought out in executive session by 
this committee of another body, which would show that Mr. Guy Gabrielson, 
chairman of the Republican National Committee and also president of Carthage 
Hydrocol, Inc., secured a loan of $9,000,000 on April 8, 1946, for his company. 

My question is this: Did Mr. Guy Gabrielson secure the loan of 
$9,000,000 for Carthage Hydrocol on April 8, 1946 ? 

Mr. Kerru. No, sir. 

Senator Nixon. Did he have anything to do with it? 

Mr. Keiru. Except as a mechanistic legal lawyer drawing up 
papers. 

Senator Nixon. Going to the second question 

Mr. Kerrn. He was not the architect or the planner or the conceiver 
or the promoter or what not of the loan. 

Senator Nixon. Who was? 

Mr. Kerrn. I was. 

Senator Nixon. The second question relates to this point. Mr. 
Hays makes the statement [reading] : 

This testimony would tend to show that he charged his own company, the 
Carthage Hydrocol, $100,000 for his services in securing these loans for it. 

Is that statement true or false? 

Mr. Kerrn. I don’t think it is true. I have not looked at the 
books, but it is my recollection that the total fees—this can be verified 
from the record—my recollection is that the total fees paid at that 
time for all legal services amounted to $32,000 or $33,000 or $34,000. 

Senator Nixon. The charge that has been made is that Mr. Gabriel- 
son charged $100,000 to this company for securing this loan. For 
that action alone, can you say whether or not that is true or false? 

Mr. Kerrn. I don’t think it is true, but that is so easily verified. 
Senator. ; 

Senator Nixon. All right. 

The third point that I am interested in is this. He says [reading]: 


Another interesting thing is that two Members of the other body 
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referring to two Senators— 


whom the House rules do not permit me to mention by name, were exerting 
pressure to get this loan for Mr. Gabrielson’s company. 

Now, you were involved in getting this $9,000,000 loan. Do you 
know of any two Members of the Senate, Republican or Democrat, 
who were influential on that loan ? 

Mr. Kerru. If they were, it was entirely without my knowledge, 
and I am sure I can categorically denounce that is false. 

Senator Nixon. Mr. Gabrielson, may I ask you the same question! 
Mr. Gaprretson. You are asking me the question, the third ques- 
tion ¢ 

Senator Nixon. Yes. I am asking you the question in regard to 
whether you know at the time the $9,000,000 loan was obtained— 
this is the charge that has been made on the floor of Congress—at the 
time the $9,000,000 loan was obtained, did two Members of the Sen- 
ate, to your knowledge, exert pressure to help get this loan from this 
company ¢ 

Mr. Gaprretson. Absolutely not, Senator. 

Senator Nrxon. Do you know whether Members of the Senate were 
contacted in regard to this loan? 

Mr. Garsrecson. Not to my knowledge. 

Mr. Kerrn. And not to mine. 

Senator Nixon. Thank you. 

Mr. Franacan. On the question of this third loan, when you were 
coming in requesting $6,000,000 additional dollars in the spring of 
1949, did you or any representative of Carthage Hydrocol or its affi- 
liates atempt to go to the owning oil companies at that time and get 
them to put up additional $6,000,000 rather than get public funds 
from the RFC? 

Mr. Kerrn. I do not think so; and the reason I did not, I suppose, 
Mr. Flanagan, I thought I had explained. I am not a financier, and 
I am not a lawyer, and I can’t determine and divide a hair betwixt 
south and the southwest side. 

In principle the deal which was made with RFC was this: “You get 
strong hands that know the technical end of this business. You have 
them put up their money first. You have them put up that money 
plus a million dollars, and after that money is in the RFC will match 
dollar for dollar with you.” 

The plant had been estimated to begin with—the estimate was bad. 
As we went on, it became apparent that the estimate was even more in 
error than we had first thought. It was long before the plant was 
finished that it became apparent that we needed more money. 

Calling on the spirit of that agreement, we went to the subscribers to 
find out if they would subscribe their additional share, and when they 
replied in the affirmative we went to the RFC to find out whether they 
would go along with the spirit of their agreement, and that is how 
it came into being. 

Mr. Frianacan. I understand that the first estimate was around 
$16,000,000; is that right? 

Mr. Kerr. I think it was. 

Mr. Fianacan. At the present time it is up to 45 or 48 million, I 
guess ? 
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Mr. Keiru. The actual construction cost is of that order; that is 
right. There were few additionals. I mean we did not contemplate 
the pipeline to begin with. We ran into construction difficulties, but 
the main difficulty was that the process was more complicated on a 
large scale than we thought. 

The prices of equipment had gone up; prices of labor had gone up; 
and over and above that we had not made as accurate an estimate as 
we could have made if we had made it as accurate as we could at that 
time. 

Mr. Fianacan. At the present time does it appear that it will take 
much more money to get this plant on stream and in full operation ? 

Mr. Kerru. I don’t think so. 

Mr. FuanaGan. And, in the event it did or it does take substantially 
more money, do you feel that under the spirit, as you say, of this 
agreement with the RFC that you can go back to the RFC and get 
additional funds ? 

Mr. Kerru. I would now like to speak for myself personally. I am 
not reflecting the opinion of eee. As a matter of fact, I hold a 
minority opinion. It is my opinion that the process is of such value 
to this country, and the experience and techniques being gained for 
the whole country at such an extremely small cost, and working with it 
in the spirit of the first deal made with the RFC, I think the RFC 
should do it. 

Now, I feel quite sure that my other associates in Carthage Hydrocol 
don’t feel as strongly as I do. That is the best I can answer that 
question. 

Senator Nixon. Let me ask you at this point, Don’t you think it 
might be difficult to go back to the RFC in view of the incidents that 
have occurred since the first loan was granted ? 

Mr. Kerrn. I think, Senator, because it has gotten into this kind 
of business, if I might say so, that it might be. But when you consider 
the amount of money that the Government has spent in the synthetic 
fuel field, already having expended $65 to $70 million, and seriously 
discussing $400 million additional, which will pay for essentially all 
of the costs of a new plant, and which the promoters of this plant, | 
read in the newspapers, are asking for guaranty of cost, capacity, and 
everything else, that the cost to this Government of approving on a 
commercial scale a synthetic oil plant would be extremely small if they 
went ahead ; and from technical reasons they should; political reasons, 
they may not. 

Senator Nixon. Promoters of a plant, you say, are asking for $400 
million ¢ 

Mr. Kerrn. That was put in the record; the Bureau of Mines or the 
Department of Interior. 

Senator Nixon. If it is in the record, you do not need to go into it. 

Mr. Keirn. That is right; it is in the record of this morning. 

Mr. Franacan. At that point—and I do not want to get into too 
many of these engineering technicalities—am 1 right in assuming 
that the Interior Department is very much interested in developing 
synthetic gasoline? Isn’t that correct? 

Mr. Kerrn. Synthetic oi] would be correct. 

Mr. Frianagan. Synthetic oil. Are they interested in developing 
that from dry gas, as you are, or are they interested in developing it 
from shale and coal, of which we have a great deal in this country ’ 
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Mr. Kerrn. It would take 2 minutes to answer the question. When 
the Bureau of Mines got their first appropriation, they set their appro- 
priation up to make oil from gas, coal, and shale. They have a plant 
at Bruceton which can make gasoline from gas. We have worked 
relatively closely with the Bureau of Mines. 

Since the gas problem was in our hands, they have more or less 
withdrawn from that field. But I can’t overemphasize too much that 
when you have made synthetic gasoline from gas you have solved 90 
percent of the problems incident to making synthetic oil from coal. 
The two processes are not different. 

Mr. FLanacan. You stated a few minutes ago that you felt that the 
completion and construction of this plant would be a great public 
interest. 

Mr. Keir. Benefit. 

Mr. Fianacan. Benefit. In that connection, have you been working 
with and cooperating with the Bureau of Mines to this extent? Have 
you allowed representatives of the Bureau of Mines to go down 
through your plant and to examine your processes as you went along, 
and to discuss it with you or your representatives ? 

Mr. Keirn. They have not been down to Brownsville. The question 
is a little unfair. I have been a member of the advisory committee to 
the Bureau of Mines. We have had Bureau of Mines people in our 
laboratory. We have discussed all technical results with the Bureau 
of Mines. 

We have sent men from our laboratory out to Bruceton to see Pro- 
fessor Storch. I have discussed the matter with Bill Schroeder a dozen 
times, and I have said to Bill Schroeder, “The minute this plant is on 
stream and our mechanical difficulties are over, I shall recommend to 
Carthage that you make a complete and full inspection.” 

But as of today the Bureau of Mines knows essentially every step we 
have gone. 

Mr. Fuanacan. You still did not answer my question, and I do not 
know how you consider it unfair. But have you allowed the Bureau of 
Mines at their request to go down through your plant in Brownsville / 

Mr. Kerrn. I don’t know that they have ever requested it. I mean 
the implication, it seems to me, Mr. Flanagan, is that they have known 
about the process because they have not gone to Brownsville. Of my 
knowledge I don’t know that they have ever requested it. 

Mr. Fuanacan. On that point, Mr. Keith, 1 have before me a letter 
dated January 30, 1950, from W. C. Schroeder, Chief, Office of Syn- 
thetic Liquid Fuels, in the Bureau of Mines, to Mr. Frank Dawson, 
the vice president. [Reading:] 

Dear Mr. Dawson: We understand from press accounts that the construction 
of the Carthage plant has been virtually completed and that the plant is being 
put into operation. If it is agreeable with you, we would like to have permission 
for a few Bureau of Mines employees to visit the plant. If such permission 
can be granted, we would be glad to arrange the visit at your convenience. 

That was answered by Mr. Dawson on February 2, 1950, in which 
he states [reading]: 

Dear Dr. Scnroeper: This will acknowledge your letter of January 30 in 
which you requested that arrangements be made for a few Bureau of Mines 
employees to visit our plant at Brownsville. We would be most pleased to have 


you visit the plant, but, due to the fact that we are now in the last stages of 
construction and our personnel is extremely busy in placing the plant in opera- 
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tion, we would prefer postponing the visit until actual operations have been 
accomplished. I feel sure that you understand our reasons for wishing to defer 
the visit, and I hope to write you further in this connection on an early date, at 
which time it will assist us if you will furnish us with a list of the parties you 
wish to accompany you, together with their positions in the Bureau, so that 
final consideration may be given. 

In reply to that on February 16, 1950, Dr. Schroeder wrote another 
letter to Dawson and furnished him a list of six men he would like to 
go down there, and concluded his letter by saying | reading]: 

We should go all at one time, or if you prefer we would visit the plant in 
smaller groups. 

A reply was received again from Mr. Dawson on February 28 
[reading | : 

DeaR Dr. ScHroeper: I wish to acknowledge your letter of February 14, which 
arrived here during my recent trip to Texas. We should be pleased to have 
your group visit the plant, and we will write you further in this connection 
when we feel that the visit can be conveniently arranged. 

That is the last letter, and we have been informed by the Bureau of 
Mines that they have not as yet been invited to the plant, and that is 
why I asked the question, because I do think it was not unfair with 
that background. 

(The correspondence heretofore referred to, was marked “Exhibit 
No. 37”.) 

Mr. Kerrn. Well, Mr. Flanagan, for this reason, that they have been 
kept informed by me personally of the status of that plant. There 
are a number of peculiar and intricate steps, and they have been told 
right straight through; it wasn’t more than 2 weeks ago that I dis- 
cussed the details with the Bureau of Mines men. What those letters 
say is that when you are in the throes of trouble, when the patient is 
sick, it is not a good time to have a social or technical visit. 

Mr. Fuianacan. I gather that as soon as you are finished, or these 
troubles are cured or these problems are solved, that then you will 
allow representatives of the Bureau of Mines to come down and go 
through your plant and obtain whatever information they might seek 
in connection with the public interest. 

Mr. Kerrn. I can’t speak for Carthage, but I would certainly rec- 
ommend it, and I would certainly take a bet that they would be so 
allowed. 

Mr. Franacan. That was the reason I asked those questions. I 
did not intend to be unfair, but we discussed this matter with the 
Bureau of Mines, and there was the story, and that is the story they 
told us. 

Mr. Keith, would you be the man who could answer these questions, 
and, if not, we can defer them until one of the other witnesses comes; 
ba first of all, what fees is Hydrocarbon Research receiving from 

Carthage Hydrocol at this time, or what fees are contemplated shall 
be received in connection with the operation or construction of this 
plant? 

Mr. Kerrn. We get a fee; we get our actual costs without all the 
overhead expenses; and our total fee, which doesn’t cover all our 
costs by any manner of means, is a little less than $450,000, as I recall 
it—about 1 percent of the total cost. 

Mr. Firanacan. That is up to date? 

Mr. Kerru. That isso far as construction is concerned. 
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Mr. FianaGan. Yes, sir. 

Mr. Keiru. Now, to digress for a moment, Senator McClellan asked 
a question about patents this morning. Hydr ocarbon took out a great 
many patents. Other oil companies wanted to operate under those 
patents, and we made an arrangement whereby the other oil com- 
panies, Socony-Vacuum, Indiana, Shell, could operate under those 
patents if they, in turn, passed over to us the right to license Carthage. 

So the Carthage plant, which passes on to RFC, is licensed unde: 
the patents of Texas, Hydrocarbon, Socony-Vacuum, Jersey, Shell, 
LaGloria, and Abercrombie. 

Now, that takes care of the patents which were passed on. 

For that, plus the obligation on our part to render consulting serv- 
ice, plus the obligation on our part to make available to Carthage 
all future research, Carthage is to pay us each year $100,000, not in- 
cluding our costs. I mean that is the total amount. Whatever costs 
we are involved in, we absorb ourselves. But that, in turn, is subro- 
gated tothe RFC payments. Those are the only two fees. 

Mr. Fianacan. Are all of those payments that you have earned 
to date subrogated to the RFC loan ? 

Mr. Kerru. Not the first three installments of the construction 
fee. 

Mr. FLAnacan. How much is that? How much have you actually 
received so far, Hydrocarbon ? 

Mr. Kerru. I think we have received a total—we either have re 
ceived a total of about $320,000 or we will receive that much—$225,000, 

Mr. FuanaGan. To date you have received $225,000 ? 

Mr. Kerrn. That is right. 

Mr. Fuanacan. And some of the other fees due are subrogated to 
the RFC loan? 

Mr. Kerrn. Not these fees, Mr. Flanagan. I have got a fee of 
about $450,000 or a repayment. That does not cover our costs. We 
have made no money out of this job, no net money of any kind. But 
when we have finished the plant and when it has fulfilled certain 
guaranties, these fees are payable. But when they are all paid, Hydro- 
carbon Research if considered on this job alone would have less money 
in the bank than it had to start with. 

Mr. Fuanacan. Has Dresser Industries, Inc., handled any contracts 
of any kind in connection with the construction of this plant, and if 
so, in round numbers how much does this contract amount to? 

Mr. Kerru. They were bidders, together with Allis-Chalmers, and 
Ingersoll-Rand, and Worthington, I think, on some compressors, 
centrifugal and reciprocating, and my recollection is that they lumped 
the bid together, and the total bid was about $3,000,000, and that they 
took that business, and before they took that business we had a board 
of directors’ meeting, and the Texas Co. and Stone & Webster and 
everybody else discussed whether or not despite the fact that Dresser 
was low in their bid, it would be the proper thing to do to give them 
the business. It was the consensus of opinion that it would not be 
fair to penalize them, and the business was given to them. 

Mr. Fianacan. That is right. I did not want to interrupt you, but 
why did they think it was improper for Dresser Industries to take part 
of that? 

Mr. Kerru. Because Dresser owns about 30 percent of Hydrocar- 
bon stock. 
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Mr. Franacan. And Hydrocarbon, in turn, owns part of Carthage 
Hydrocol. 

Mr. Kerrn. Certainly; it is perfectly obvious. 

Mr. Fianacan. Have any fees or commissions been paid to Stone 
& Webster, Inc., which owns about 6 percent of the stock of Carthage 
Hydrocol ? 

Mr. Kerru. I don’t think so. 

Mr. Firanacan. Are they working at all on this contract down there? 

Mr. Kerru. Not at all so far as I know. 

Mr. Fuanagan. They are not in it at all? 

Mr. Kerrn. No. 

Mr. Frianaaan. I believe Senator Mundt, before the lunch-hour 
recess, was asking you when Mr. Gabrielson became active in Carthage 
Hydrocol. At whose suggestion was Mr. Gabrielson placed in Car- 

thage Hydrocol ? 

Mr. Kerri. Mine, I suppose. 

Mr. FranaGan. At your suggestion ¢ 

Mr. Kerru. I tried to explain again that this thing was a child of 
my brain. I had promoted it. Mr. Gabrielson was my personal at- 
torney. I could see him on the ey on the commuting train, each 
morning. Mr, Gabrielson was not active—I don’t know how to find a 
synonym. He was kept informed by me of what was going on, but 
Mr. Gabrielson was not down at Washington talking to ) the REC. 

Mr. Gabrielson was not talking to any stockholder. I don’t think 
Mr. Gabrielson ever talked to a prospective subscriber until after 
we had agreed in principle. 

Mr. Franacan. I am not contesting that statement of yours, but 
what I wanted to know from you is who put Mr. Gabrielson in or 
who suggested that he be put in as president of Carthage Hydrocol ? 
Dol gather that you say it was your suggestion ? 

Mr. Kerru. I am quite sure of that; yes. 

Mr. Fuanacan. The reason I ask that question is this: I have here 
a memorandum from the RFC files dated July 7, 1950. It is the re- 
port of a long-distance telephone conversation between Mr. Hughes, 
of the RFC in New York, and Mr. Henrich, of the RFC in W ashing- 
ton. Mr. Hughes is explaining to Mr. Henrich that he had just fin- 
ished talking to you on the phone concerning Mr. Gabrielson’s fee ; and 
during the course of this conversation this language appears [read- 
ing |: 

He explained— 


“He” is you, Mr. Keith— 


that the Carthage Hydrocol loans had originally been arranged by him with RFC 
officials in Washington, Jones and Husbands, before Mr. Gabrielson was brought 
into the picture. Gabrielson had been attorney for Hydrocarbon Research, 
Inc., before the loan inception and was put in as president of Carthage Hydrocol 
at the suggestion of the Texas Co. 

(The memorandum dated July 7 7, 1950, was marked “Exhibit 38” 
and may be found in the appendix on p. 1241.) 

Mr. Kerrn. I think that—I don’t recall the conversation. I can’t 
find any fault with it, but I am sure that what happened was this: 
Mr. Gabrielson was going to go in as president pro tem. We had 
another president. 
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Then, when we found out it would be advisable to change presi 
dents, I am certain that I suggested Mr. Gabrielson, and because the 
Texas Co. was a large owner, I am certain I must have discussed it 
with the Texas Co., and I am sure that the Texas Co. agreed then an< 
agree now what I am just as certain, Mr. Flanagan, that the sugges 
tion came from me. 

Mr. Fuianacan. I am finding no fault with it either, except this 
statement, if it was a correct statement of your telephone conversa- 
tion, gives a slightly different connotation to what you were testifying 
to a moment ago, that it was your suggestion entirely, because here 
you are alleged to have stated that Mr. Gabrielson was put in as 
president of Carthage Hydrocol at the suggestion of the Texas Co. 

Mr. Kerru. I probably, in a telephone conversation—if I were just 
to rephrase it te say that Mr. Gabrielson was quite acceptable to the 
Texas Co., who were the big stockholders, that probably the connota- 
tion would have been more nearly correct. 

Mr. Franacan. Then it would be a fair statement to say that you 
initiated the idea of having Mr. Gabrielson in, and Texas Co. agreed 
with you? 

Mr. Kerrrn. I think that is correct. 

Mr. Fianacan. That would be more fair than appears in this record. 

Mr. Kerrn. That is right. 

Mr. Fianacan. I have no further questions at this time. 

Senator Hory. Any further questions? 

Senator Munpr. Just one. I do not want to detain you by this 
question so that you can catch your plane, and possibly Mr. Gabrielson 
could answer it; as I understand it, at the end of the first loan you said 
you had spearheaded the negotiations with RFC on loan No. 1, and 
then any work that Mr. Gabrielson did was purely legalistic. 

Mr. Kerrn. That is right. 

Senator Munpr. Does that hold for the second loan also or at the 
time of the second loan had Mr. Gabrielson taken over active negotia- 
tions for the second loan? 

Mr. Kerrn. I believe, Senator Mundt, that went through to the 
second loan because the first loan was an interim thing, and long before 
anything happened we knew we had to have a second loan. 

Senator Munpr. O. K. 

How about the third loan? 

Mr. Kerrn. The third loan I had very little to do with. 

Senator Munpr. At that time Mr. Gabrielson or somebody else was 
doing what you had done previously ? 

Mr. Kerru. That is right. 

Senator Munpr. In other words, I was just trying to find the break- 
off point, that is all. 

Mr. Kerrn. That is right. 

Senator Hory. Any further questions? Thank you, Mr. Keith. 

Mr. Kerra. Thank you, sir. Thank you very much. I am going 
to run if I may. 

Senator Hory. That will be all right. You are excused. 

Mr. Gabrielson, Mr. Flanagan will resume his examination. 

Mr. Fuanacan. Mr. Gabrielson, I would like to discuss with you 
now item by item—I do not think it will take too long—the contacts 
that you have had or which it appears that you had either by confei 
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ences or telephone conservations with Mr. Gunderson, an RFC di- 
rector, since you have been Republican national chairman. 

I am basing these questions upon the office appointment book or 
the office diary of Mr. Gunderson which was turned over to us the 
other day. I will not refer to those mentioned in the diary where it 
does not appear that you were actually contacting him or calling him. 

The first entry is on November 9, 1949. That is the first entry after 
you became national chairman. There were several prior to that. 

It says [reading]: 

12: 30 p.m. Lunch with Guy Gabrielson, Mayflower lobby. 


Do you have any independent recollection at this time of that 
luncheon engagement or that luncheon with Mr. Gunderson ? 


TESTIMONY OF GUY GEORGE GABRIELSON—Resumed 


Mr. GABrrieLson. What date was that? 

Mr. FLanacGan. That is November 9, 1949. 

Mr. GaBrietson. I can’t say that I have specifically. 

I notice the resolution of the board of November 28, 1949, in refer- 
ence to approving of a Buckholz lease along the right-of-way of gas 
pipeline, and the approving of the employee benefit plans. Now, that 
is the only—only by looking at that would I know what I talked to 
him about. 

Mr. FLanacan. Would you have occasion to discuss any matters at 
lunch with Mr. Gunderson at that time in connection with any matters 
other than Carthage Hydrocol ? 

Mr. GaprieLson. Not to my knowledge, no. 

Mr. Fuanacan. If you went to lunch with him it would be fair to 
assume then that you would be discussing the Carthage Hydrocol loan 
or some phase of it? 

Mr. Gasrretson. I would certainly think so. I am very sure that 
any luncheons that I had with Mr. Gunderson, you wouldn’t talk 
the whole lunch about just Carthage; you would talk 

Mr. Fuanacan. I do not think so. 

Mr. Gaprietson. You would talk about, I suppose, politics and a lot 
of other things, which is perfectly normal, because by—I want to get 
before this committee my position with Mr. Gunderson. I had had no 
contacts with Mr. Gunderson; I never knew the gentleman until after 
this RFC loan, this Carthage matter came up, and he was assigned 
to looking after this loan. 

Senator Munpr. About what year did you first meet Mr. Gun- 
derson ¢ 

Mr. GAsrieLson. Well, I would judge about the time the first loan 
was approved, along in 1946, I would think. I don’t have any record 
of the exact date, but I would think about that time; and in my deal- 
ings with Mr. Gunderson I found out that he was efficient, he was a 
man that you could sit down and cut through a lot of the chaff, and 
the red tape that is always necessary in doing business with the Gov- 
ernment, and get down and talk about the meat of the problem. 

I formed during this period of time an extremely high impression 
of Mr. Gunderson. I still have it today. And based upon that, why, 
at different times when I came down here to Washington, I met him 
at the office ; I might just call up and have lunch with him. He would 
have lunch with me, but that is the type of relationship that developed. 
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I do want to say to you gentlemen very frankly that I considered 
him a fine public servant, a man that at all times was protecting the 
interests of the Government. 

He was tough, but he was fair, and we got along.on a business basis 
very well, and I have a very high respect for Mr. Gunderson. 

I might say, further, gentlemen, that in my dealing off and on with 
other people over there, we received very courteous treatment. We 
found the men were doing a business-like job, and I thought they 
protected the interests of the Government very well in this particular 
Joan. 

Senator Horry. I may say, Mr. Gabrielson, that Mr. Gunderson has 
a very good record of public service. 

Mr. Gaprrecson. In his dealings with me, Mr. Chairman, I would 
ask for nothing fairer and more honest and open in his dealings with 
me on the loan. 

You understand, Mr. Chairman, that I didn’t select Mr. Gunderson 
as the man to look after us. 

Senator Hory. I realize that. He was assigned by the Board. We 
understand that. 

Mr. Gabrielson, I will ask you to excuse my presence for just a few 
moments. I have to make a long-distance call. Senator McClellan 
will preside. 

(Senator McClellan is now presiding.) 

Mr. Gaprretson. Mr. Flanagan, unfortunately I don’t keep records 
of when I talk to people. Maybe I should; maybe it is a good time 
to start, but I just don’t keep those records at all. Iam sorry. 

Senator McCLeLtian. Some others who have testified thought it was 
a good time to stop. [Laughter. | 

Mr. Fuanacan. Did you have a question, Senator Nixon ? 

Senator Nixon. No. 

Mr. Fianacan. The next apparent contact that you had in this 
period with Mr. Gunderson was on November 25. There is a notation : 
“Gabrielson, HU. 6600.” 

Do you have any independent recollection of having received 
phone call from Mr. Gunderson at that time or having called him 
yourself ? 

Mr. Garrteison. No, sir; I don’t, but Hudson 6600 at that time was 
the Republican National Committee at 1337 Connecticut Avenue. 

Mr. FianacGan. That is what I have been advised. But you have 
no recollection of any conversation at that time? 

Mr. Gaprretson. No. 

Mr. Fiuanacan. The next entry is February 

Senator Nixon. Excuse me, at that point was that the number that 
you used when somebody was to call you? That was where you gen- 
erally were to be found when you were in Washington; is that right ’ 

Mr. Gaprretson. That is right; that is the general telephone num- 
ber of the Republican National Committee. 

Senator Nrxon. What I mean by that is, Do you have another office 
in Washington besides that one? Did you? 

Mr. Gaprretson. No, sir. 

Seantor Nixon. That was the only office? 

Mr. Gaprtetson. Senator Nixon, I have my office at the Republican 
National Committee. The only other place I have here is my apart- 
ment at the Mayflower. 
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Senator Nixon. This is the only place where you could have been 
contacted on a business matter ? 

Mr. Gaprietson. That is right. 

Mr. Fuanagan. The next entry is February 3, 1950 [reading]: 

12:30. Lunch with Mr. Gabrielson (Mrs. Shields). 


Who is Mrs. Shields? 

Mr. Gaprietson. Mrs. Shields is my administrative assistant at the 
Republican National Committee. 

Mr. Fianacan. Was she an employee of the Republican National 
Committee ¢ 

Mr. GaprieLson, Yes. 

Mr. Fuanacan. Continuing this entry [reading] : 

Check time and place later; HU 6600— 


they have here now 
Mr. Gaprietson. We have 6600 and 6601 and 2 and 3 and so forth. 
Mr. FLANAGAN (reading) : 
Meet at 12: 30 in Mayflower lobby. 


Now, would we be right in assuming that on that occasion you prob- 
ably had lunch again with Mr. Gunderson / 

Mr. Gaprretson. I would think so. I think probably that, based 
upon that, which would be the normal course of events, that Mrs. 
Shields, who makes my appointments, probably talked to Mr. Gunder- 
son. I don’t know whether he called me or whether she called him. 
What date was that ? 

Mr. FuanaGan. That was February 3, 1950. 

Mr. Gaprietson. Well, based on that, and based on the matter of 
the letter that finally came out of the RFC on April 26, 1950, with a 
resolution adopted April 17, 1950, attached, the resolution states that 
we may retain the proceeds of sales of surplus materials or equipment 
prior to final disbursement of the several loans. 

That had to do with—and I assume that is what I was talking to 
him about—under the rules, as have been explained to me, of the RFC, 
whenever you sell any equipment—after they have the mortgage—that 
any equipment that you sell is to be applied against the principal 
of the loan. 

In this particular case, because of the magnitude of the construction 
of the Carthage plant, Carthage went ahead and bought a lot of 
construction equipment; I would say cranes and trucks, involving a 
considerable sum of money rather than renting them on a day-to-day 
basis. 

Now, that was an interim ownership of equipment during the con- 
struction period. 

After this large equipment was put in place, then the question came 
up of selling this equipment. Normally, the sale price of that equip- 
ment would have been applied against the principal of the loan, but 
the position that Carthage took was that since the purchase price of 
this equipment was really part of the construction cost the resale of 
that. equipment should be considered a credit against the construction 
cost, and that Carthage should be allowed to keep that money by 
lowering the construction costs rather than repaying it on the princi- 
pal of the loan. 
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Mr. Franacan. And mee it for purposes of putting it back into 
new construction, I assume ? 

Mr. Gaprietson. That is right. 

Mr. Franacan. That was the immediate problem, and the prob- 
lem of what to do with that money was the immediate problem in the 
spring of 1950? 

Mr. Gasrretson. Well, in order to keep that money it was neces- 
sary to get a resolution through the RFC. 

Mr. Franacan. To modify or change in some way—— 

Mr. Gaprretson. It was a modification. 

Mr. FLanacan (continuing). The terms. 

Mr. Gaprretson. Not a real modification of the terms. It was just— 
1 don’t know just what you would call it. 

Mr. Firanacan. An extension of the terms or a change? 

Mr. Gaprretson. No; it was not an extension of the terms at all. 

_ Mr. Fianacan. Going on to the next entry, March 1, 1950 [read- 
ing]: 

Mr. Gabrielson phoned from New York. 


Do you have any independent recollection of that phone call to Mr. 
Gunderson ? 

Mr. Gasrretson. I assume that I called Mr. Gunderson to see if I 
could see him. 

Mr. Fianacan. Could we assume that that would be probably in 
connection with the same matter concerning equipment about which 
you talked? 

Mr. Gaprietson. No; I wouldn’t think so. 

Mr. Fuanacan. Do you know what it might concern ? 

Mr. Gasrietson. What date was that? 

Mr. Fuanacan. March 1, 1950; that is only 27 or 26 days after this 
other one that we are talking about. 

Mr. Gaprtetson. I would assume that that had to do with the ques- 
tion of the definition of injected working capital. Would you like to 
have me explain what that is? 

Mr. Fuanacan. I think that is a sufficient explanation at this time, 
unless you feel that the record ought to be more clear as to exactly 
what you were discussing with Mr. Gunderson. 

Mr. Gasrretson. Well, I might just take a few minutes, Mr. Flan- 
agan. What little I know about law or accounting, the phraseology 
in the RFC resolution called “injected working capital” is something 
that I don’t claim to know now and I don’t ever claim to know. 

But, anyway, they used that expression. 

As near as I can tell what it is, “injected working capital” means 
how much does the other fellow put up or maybe—I may be wrong on 
that, or I may not be, I don’t know—but in working out the plan with 
the Stanolind Oil & Gas Co., at the time that we finished the contract 
with them whereby they took—they took a contract, a 10-year con- 
tract, to take the chemical stream from this plant, estimated at about 
300,000 pounds of chemicals a day. 

They had the right under that contract—and that is another con- 
tract that we performed the legal service on, and I might say that it 
took what, 2 months—more than 2 months’ time to negotiate this con- 
tract. That is the contract between the Stanolind Oil & Gas Co., 
which is a subsidy of Standard of Indiana, as you know—— 
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a Mr. Fianacan. I do not want to seem to be rushing you, Mr. Gab- 
rielson, but this whole question of injected capital involved the prob- 
lem of using certain funds that Stanolind had advanced or had ear- 


»b- marked for other usages in this corporation. 
a. Mr. Gasrretson. That Stanolind had—— 
Mr. Fianacan. Stanolind. 
4 Mr. GaprieELson. Stanolind had not earmarked 





Mr. Fianacan. It had been earmarked by Carthage. 
Mr. Gaprietson. Let me finish it up; it will take just a minute. 
They had the right to put in by the contract their own facilities; that 
is, they had the right to put in their own electrical equipment or 
a steam-generating equipment, or they had the right to call upon Car- 
thage to put that additional equipment in. 
lf they did, then we had a right to call on them for them to pay the 
incremental cost, to make a larger generator, to make larger boilers, 
aa and it came to $2,000,000 approximately. 
Now, they paid that $2,000,000 in that increased equipment. That 
$2,000,000 went under the RFC loan. They had a mortgage on that 
equipment. Stanolind, in spite of the fact that they put up the 


Mr. $2,000,000, are never paid back; they can’t get it back. It is owned 
by Carthage. 
if I My position before the RFC was that it made no difference to them 


from the standpoint of injected working capital whether it was put up 
y in in the form of stock or whether it was put up in the form of notes 
hich or whether it was put up in the form of money advanced by the Stan- 
olind Oil & Gas Co. It was all subordinate to the RFC loan. It was 
all under the mortgage of the RFC loan, and I took the position I 
took on the statement that under the terms of their—on the premise 
; they were to work on that, that was injected working capital, and 
this they agreed to it. 
Mr. Fianacan. To go on to the next meeting, March 3, 1950 
jues- | reading | : 
me to 12: 30 p. m.—Lunch with Mr. Gabrielson and Mr. Frank Dawson at Mayflower. 
Suite 376. 


oot _ Without going into details, I assume, and we can assume at this 
, time, that this discussion at lunch with Mr. Gunderson, yourself, and 
n. Mr. Dawson had to do with some phase of the RFC loan? 
‘li ; , i 
logy Mr. Gasrtetson. I would certainly think so, Mr. Flanagan. 
Ce gl Mr. Fianagan. The next entry is March 10, 1950 [reading]: 
12:30 p. m.—Mayflower—Mr. Gabrielson, Mr. Souther and H. J. G. Lunch. 
That is Mr. Gunderson. I suppose we can again assume that on 
neans March 10 this lunch was in connection with matters having to do 
ng on with Carthage Hydrocol ? 
with Mr. Gaprtetson. No; I don’t think so. 
tract Mr. Fuanacan. Who is Mr. Souther? 
) con- Mr. Gaprretson. Oh, he was a friend of Mr. Gunderson, who was 
about a lawyer, and is a lawyer in either Seattle or Portland. I think it is 
Portland, and I think the night before, or two nights before, Mrs. 
r con- Gabrielson and I were out t6 some place for dinner here in Washing- 
hat it ton, and we met Mr. Gunderson and Mr. Souther; I mean they were 
S “4 not in our party at all, and I just met him, and he said he would like 
Ss a. } 


to get acquainted. So, I think that luncheon was more of a social 
luncheon than anything else. 
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Mr. Fuanacan. Do you recollect, was there any conversation at that 
luncheon in connection with the Carthage Hydrocol matter or was 
it entirely a social matter ? 

Mr. Gaprretson. Of course, I don’t know, but I would just assume 
that there was no discussion of business there. 

Mr. Firanacan. You would assume it was just social ? 

Mr. Gaprretson. I would assume so. 

Mr. Fuanacan. The next entry is April 5, 1950 [reading] : 

4:00 p. m.—Mr. Gabrielson and Mrs. Messervy, Republican national com 
mitteewoman from South Carolina, 

1. Carthage. 

2. Mrs. Messervy. 

Do you recollect that meeting with her? 

Mr. Gaprietson. Yes; I do. It is not Messervy; she would not like 
that. 

Mr. FianaGan. How would she like it? 

Mr. Gaprie.son. It is Mrs. Messervvy. Mrs. Messervy is the Repub- 
lican national committeewoman from South Carolina, and she was up 
to the office, and we were going someplace else, and I said I had to 
stop at the RFC, and she said, “I would like to stop there also.” I 
went in and talked to Mr. Gunderson about something—I have for- 
gotten what it was now—something about Carthage, and when we 
were there she asked Mr. Gunderson, she said, “Does the RFC ever 
loan money on radio stations,” and he said “No,” and that was the ex- 
tent of his conversation with Mrs. Messervy. But I assume that I went 
there also to talk to him about the Carthage Hydrocol, or I would 
not have been going there. 

Mr. Fianacan. That is what is indicated by the diary entry. April 
20, 1950 [reading] : 


12:30 p.m. Lunch with Mr. Gabrielson. 


Again, could we assume that you met with Mr. Gunderson for the 
purpose of discussing some phase of the Carthage Hydrocol prob 
lem with the RFC? 

Mr. Gasrietson. I would certainly think so. 

I might just say this, Mr. Flanagan: I had no business transactions 
with Mr. Gunderson except Carthage. 

Mr. Fuanacan. Did you have any other social contacts with him, 
purely social contacts? What I am trying to do is to determine which 
of these had to do with Carthage Hydrocol, which had » do with 
social matters, and which had to do with some entirely — rrelevant 
matters. 

Mr. Gapriretson. Well, I would say that my contact. with Mr. 
Gunderson were business contacts. 

Senator McCuetxan. In other words, can’t you just concede that 
every one of them, so far as you were concerned, was pertaining to this 
loan, and the transaction ¢ 

Mr. Gasrietson. Well, Senator, I have no—— 

Senator McC.eixian. I mean so far as the record is concerned. 

Mr. Gaprtetson. I have no independent recollection that they are 
otherwise than that. 

Senator McCietxan. I am sure you cannot. I would just assume 
they were all of that nature. You went down there on business, went 
to see about these loans, talked to him about the loans. 
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Mr. Gaprietson. That was my business. 

Senator McCietxan. I am just trying to shorten this. 

Mr. Gasrietson. That was my business with Mr. Gunderson. 
Senator McCietuan. Every time you saw him, so far as you know, 
there might have been social engagements sometimes where nothing 
was mentioned about it, but primarily all of your contacts with him 

were for business purposes about this loan. 

Mr. Gaprietson. That is correct, sir. 

Senator Nixon. Let me ask you this question, which will also serve 
to bring this to a head. 

Have you seen the balance of these entries in Mr. Gunderson’s office 
record that Mr. Flanagan has been questioning you about? Have 
you seen these entries ? 

Mr. Gaprietson. Na, he has not shown them to me. 

Senator Nixon. Or is this the first time now’ I see. I would 
suggest 

Senator Munpr. Maybe we can get to the point this way: Have 
you ever contacted Mr. Gabrielson 

Mr. GaprieLson. You mean Mr. Gunderson. 

Senator Munpr. Mr. Gunderson, on any other loan except Hydro- 
col, Carthage Hydrocol ? 

Mr. Gaprietson. No, I have no applications; I had no other busi- 
ness with the RFC. 

Senator Munpr. So any RFC business you had with him was about 
Carthage Hydrocol ? 

Mr. Gasrretson. That is right. 

Mr. FLanacan. We will just go through these dates and give these 
contacts. They are either lunch or telephone conversations. 

May 1, May 17, May 23, June 20, and those are the last entries. 

Mr. Harcuer. June 6. 

Mr. FLanacan. June 6 and June 20; those are the last of the entries 
in the diary, which was not kept after early July 1950. That totals 
15 actual contacts wtih Mr. Gunderson, and you have already testified 
that they would have to do with Carthage Hydrocol in one way or 
another. 

Mr. Gaprretson. To the best of my knowledge they would. I have 
no other business to transact with Mr. Gunderson. 

(The excerpts from the diary of Harvey J. Gunderson referred to 
were marked as “Exhibit No. 39 and may be found in the appendix on 
p. 1242.) 

Mr. Fuanacan. Do you recollect at this time whether you contacted 
any other officials of the RFC other than Mr. Gunderson during the 
time you were Republican National Chairman with regard to this 
loan or any other loan ? 

Mr. Gaprretson. Well, I think the only one that I recall was one 
day Mr. Gunderson took me in to see Mr. Hise, who was the Chairman 
of the Board, and, as I recall it, that was in reference to this injection 
of working capital. 

Mr. Fuanacan. Did you ever meet 

Mr. Gaprretson. I seemed to have a lot of trouble explaining the 
thing to the Board over there, probably because I wasn’t too clear in 
my own mind, and at that time, as I recall it, Mr. Gunderson arranged 
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for me to meet—I don’t know whether they call it their technical staff 
or group of their experts over there. 

Mr. FLAnaGAn. Maybe I can assist you in that, Mr. Gabrielson. Do 
you recollect talking to Mr. Hoover, who was the examiner working 
on this case, or one of the examiners ? 

Mr. GaBrretson. Yes. 

Mr. FLanaGan. You also recollect on one occasion talking with Mr. 
Edwin Willard, the engineer who was working on this case? 

Mr. Gasrietson. Yes. 

Mr. Fuanacan. That would be two additional contacts with the 
RFC. 

Mr. Gaprtevson. I think there were a couple of more. 

Mr. Fuanacan. A couple of more additional contacts with the RFC? 

Mr. Gaprtetson. I think there were a couple of more that were at 
that conference. As I recall it, there were four men that day that sat 
around, and we discussed, as I recall it—Mr. Gunderson was not there, 
but I talked to these four gentlemen of the RFC—it might have been 
five, but my recollection was four. 

Mr. Fianacan. That was a review board. 

Mr. Gasrretson. Was that a review board? 

Mr. FuanaGan. Yes, sir. 

Mr. Gasrretson. Where I was trying to explain the position of 
Carthage to permit the $2 million of the Stanolind money to be con- 
sidered as injected working capital. 

Mr. Fuanacan. That is still this problem of injected working 
capital ? 

Mr. Gaprrerson. Yes. 

Mr. Franacan. Did you contact any other officials of any other 
Government agencies with regard to Carthage Hydrocol problems 
since you have been National Chairman ¢ 

Mr. Gaprretson. Nobody but Mr. Oscar Chapman. 

Mr. Fianacan. And those are the two contacts that have been 
mentioned in your statement ? 

Mr. Gaprieison. That is correct. 

Mr. Fianacan. I have here a very short letter from Mr. Chapman 
in which he states that to the best of his recollection Mr. Gabrielson 
called him twice on the phone during the first part of 1951 with re- 
spect to the needs of Carthage Hydrocol, Inc., for materials, and we 
will place this letter and the attachment in the record, which are 
self-explanatory. 

(The documents referred to were marked as “Exhibit No. 40” and 
may be found in the appendix on p. 1245.) 

Mr. FLANAGAN. Now, in addition to these contacts we have just 
discussed, can you recollect the number of contacts you have had with 
Mr. Symington, the present Administrator of the RFC? 

Mr. Gasrretson. Two, I think. 

Mr. Fianacan. Two? 

Mr. Gasrietson. I think one on one day, and then on the next day, 
which I considered the second. I think the conversation was inter- 
rupted through Mr. Symington keeping a luncheon appointment. 

Mr. Frianacan. I think this might help to refresh your recollec- 
tion. I have discussed this matter with Mr. Symington, and he has 
referred to his office records, and it indicates that on July 11, 1951, 
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Mr. Gabrielson came to Mr. Symington’s office and had a general 
discussion concerning the problems of Carthage Hydrocol. 

On August 6, 1951, Mr. Gabrielson addressed a letter to Mr. Syming- 
ton concerning the general problems involved in the operation of 
the plant. 

r. Gaprrecson. August 6? 

Mr. Fianacan. August 6. And he enclosed a letter requesting 
the deferment on the principal payment on the first and second 
loans. 

Mr. Gaprietson. That is not quite—I would not want to leave it 
in that position. You say his records show that the first time I was 
there was when ? 

Mr. Fianacan. July 11. 

Mr. Gaprretson. I think that would be about right. 

Then, when I was there he asked me, he said he had been hearing 
from different oil people saying that the Carthage process would 
never work. I told him when I was there that the process was all 
right; that our trouble was mechanical down at Brownsville, and he 
said, “When you go back to New York would you write me a letter 
telling me about the process,” and, as I remember it, I wrote him a 
letter—it must have been about August 6. 

Mr. Fuanacan. I have the letter here, and we will put it in the 
record. 

Mr. Gasrtetson. I enclosed a copy of the application that had 
been made by Mr. Brehm to the New York office of the RFC. The 
application was made on the Ist of August. 

Mr. Franacan. Yes. In that regard we will include in the record 
your letter of August 6, 1951, to Mr. Symington, and the enclosure, 
which is a letter dated August 1, 1951, from Mr. Brehm of your or- 
ganization to the RFC in New York. 

Mr. Gaprietrson. And the one that you are talking about, Mr. 
Symington—that has to do with the feasibility of the process, does 
it not ¢ 

Mr. Fuanagan. It has to do with several matters—yes, sir. 

Mr. Gapsrietson. All right. 

Mr. Fuanacan. And the other letter has to do with the same thing. 

Mr. Gaprrecson. It has to do with the application. 

(The two letters referred to were marked as “Exhibit No. 41” and 
will be found in the files of the subcommittee. ) 

Senator McC.eitian. That is a roll call, and we will have to suspend 
for a few minutes. We will return just as soon as we can. 

Mr. Gasrtetson. Thank you, Senator. 

(There was a short recess. ) 

. Senator Hory (presiding). The committee will come to order. 

Mr. Flanagan will continue with the examination of Mr. Gabriel- 
son. 

Mr. Franacan. At the time preceding the recess, Mr. Gabrielson, 
we had just finished discussing this letter on August 6, and we placed 
that in the record. . 

Again, to assist you in refreshing your recollection, Mr. Syming- 
ton’s records indicate that on August 16, 1951, you yourself, with 
Mr. Brehm, came into his office and had a discussion with Mr. Syming- 
ton regarding the deferment of payments of loans that were falling 
due on the 1st of October, I believe. 
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Mr. Gasrietson. On August 16% 

Mr. Fuanacan. August 16. That is what his office record indicates. 

Mr. Gasrietson. I don’t think that is correct at all. 

Mr. Fianacan. When do you think it was, Mr. Gabrielson ? 

Mr. Gaprietson. Will you excuse me for just a minute ? 

(The witness is conferring with his associate. ) 

Mr. Gaprietson. Mr. Flanagan, I don’t believe that is correct. 

Mr. FianaGan. We will recheck that, Mr. Gabrielson. 

Mr. GaprieLson. Because the first time I saw Mr. Symington was 
when I brought Mr. Brehm and Mr. Dawson down to his office, and 
the principal reason for bringing them down was because the Carth- 
age owed the RFC $18% million, and I thought he, being the new 
Administrator, ought to know the officers of the company; but he was 
busy coming up on the Hill, and he just shook hands with them. I 
think he shook hands with Mr. Dawson in his outer office in the down- 
stairs lobby on the way going out, and at that time he asked me to 
ride down with him in his car. He was coming down to the Hill, and 
we talked for, maybe, the length of time it takes to get from the RFC 
building down to the Capitol. 

The only other time that I recall seeing Mr. Symington—the dis- 
cussion that day was around the matter of he had an excerpt of what 
he thought the Carthage loan was. He handed me a copy of it, and 
he asked me if that was a correct statement of the chronology of Carth- 
uge, and I read it over going down in the car and I told him, no, and 
he said, “Well, could you get me a statement that is correct?” 

Senator Nixon. At that point, may I ask you this question: The 
meeting that you are speaking of with Mr. Symington was arranged 
at his suggestion or yours ¢ 

Mr. Gaprietson. It was arranged at my suggestion for him to meet 
Mr. Dawson, Mr. Brehm, and myself. 

Senator Nixon. Yes. 

Now, this excerpt that you speak of that he had had prepared, was 
that at his suggestion or yours ¢ 

Mr. Gaprietson. No, he had an excerpt that he was going to submit 
to some committee; I suppose your committee down ‘here—the Ful- 
bright committee, that he was going to submit to the Fulbright com- 
mittee. 

Senator Nrxon. And at this meeting he just brought up the fact 
that he had this anaylsis of the loan ¢ 

Mr. Gasrietson. That is all we discussed, because it was just a mat- 
ter of riding in his car from the RFC down to the Hill, and he asked 
me if that was a correct statement, and I told him, no, that it was not. 
So he said, “Well, will you prépare a statement,” and I said, “It is not 
necessary, because if you will go back and look in your own files and 
find the statement that I made back in March, on March 27, 1951, you 
will find my complete relationship with the RFC.” 

He called me back that afternoon and said that was correct, and he 
said, “Now, if you want to see.me, come on down.” 

My recollection is, mind you—I don’t keep records of my appoint- 
ments—my recollection is that I went down to see him either the 
next day or the second day following that, and I think it was the next 
day, I am not sure; and to my best recollection those are the only two 
times I have seen Mr. Symington, and that was before the application 
for this deferment of principal was submitted. 
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Now 

Senator Nixon. Just a moment. Is your testimony then that you 
did not discuss with Mr. Symington at any time the application for 
the deferment of principal? 

Mr. Gaprretson. No; that is not my testimony at all. 

Senator Nixon. I see. 

Mr. Gaprretson. I am coming to that now, Senator Nixon. 

Senator Nixon. I see. 

Mr. Gapsrtetson. Then when I saw him the next day and, as I recall 
it, I saw him in the morning, before we finished he had to go out for 
lunch, and suggested that I come back that afternoon, and I went 
down, and Mr. Dawson and Mr. Brehm were not with me at that time, 
and I went down and told him that my stockholders were getting a 
little bit concerned about all of the innuendoes that were being thrown 
around about there was something wrong about this loan, and I told 
him that I would appreciate it very much if he would make a thorough 
examination of this loan, and to find out whether or not there was 
anything wrong with the loan, and if there was, to make it public. 

If, on the other hand, when he went through his records and found 
there was nothing wrong with the loan, that it was done on a straight- 
forward business basis, with no tinge of any influence or bribes or 
anything like that, that I thought that the RFC owed it to the Car- 
thage Hydrocol and its stockholders to also say that. 

Then, from that point, we got into a discussion of the matter of the 
progress of the Carthage Hydrocol, and it was at that meeting—it 
was at that meeting—that he made the request that when I went back 
to New York that I write that letter of August 6; is that right? 

Mr. FLanaGan. Yes, sir. 

Mr. Gaprietson. Of August 6. That, to my best recollection, is 
the last time I saw him. 

It was at that meeting that I told him that—he asked me how the 
finances were going, and I told him we were having our problems; we 
were just in the process then or just had raised an additional $514 
million, and that I didn’t have the authority at that time, but I 
thought from the attitude of the executive committee of Carthage 
Hydrocol] that we would make a request for a deferment in accord- 
ance with the practice that we had followed heretofore. 

Now, that is the subject matter of the discussion I had with Mr. 
Symington, but I am very sure that after that and after the applica- 
tion was filed, I was not in touch with Mr. Symington. 

Mr. Fianacan. In other words, it is your recollection now that 
after August 6 when you sent that letter you did not contact Mr. 
Symington; is that correct ? 

“Mr. Garrrerson. That is my recollection. 

Mr. Franacan. You contacted him on two occasions prior to that? 

Mr. Gaprretson. I think either one or two days apart. 

Mr. Franacan. That is correct. And we will certainly try to 
clarify this August 16—— 

Mr. Gaprtetson. I wish you would, please. 

Mr. Fianacan. I have discussed this with Mr. Symington, and 
I could have made a mistake or he could have, and we certainly will 
clarify that and get the record straight at this point. 
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Mr. Gaprretson. I — you would, because to my best recollection 

I did not talk to Mr. Symington after the application was filed by 
Mr. Brehm under date of August 1. 

Senator Munpr. We are going to call Mr. Symington anyhow; 
are we not? 

Mr. Firanacan. That is up to the committee. 

Senator Munpr. That is what our practice is, to include both sides, 
and we should have Mr. Symington testify. 

Mr. Fianacan. I am sure that is for the committee to determine. 

(Copies of the correspondence between the subcommittee staff and 
Mr. Symington concerning Mr. Gabrielson’s contacts with = RF C 
will be found in the appendix under supplemental data on p. 1257.) 

Senator Nixon. Tell me, Mr. Gabrielson, did you see aaciaite else 
at the RFC except Mr. Symington on the date that you saw Mr. 
Symington ? 

Mr. Gasrretson. No; I did not, either in New York or down here. 

Senator Nixon. Did ‘anybody from your firm call anybody dow) 
here ? 

Mr. Gaprietson. Not to my knowledge. 

Senator Nrxon. I am speaking now of this action of the RFC on 
September 24, 1951, in which they ruled against the application for 
deferment. Do you recall any contacts that were made at the RFC 
prior thereto other than the ones you mentioned ? 

Mr. Gaprrecson. Well, Senator, I assume that some of the men in 
New York contacted the New York office. 

Senator Nrxon. From New York? 

Mr. Gaprretson. From New York. 

Senator Nixon. You know of none that were made by yourself? 

Mr. Gaprietson, No. 

Senator Nixon. Any members of your firm here in Washington? 

Mr. Garsretson. I don’t have any firm here in Washington. 

Senator Nixon. Yes. I meant any member of your firm making 
the contacts here in Washington, 

Mr. Gaprretson. No; not ‘to my knowledge. 

Senator Nixon. Any employee of the national committee ?: 

Mr. GapRIELsoN. Senator, the national committee does not transact 
my business affairs ever. 

Senator Nixon. And in this instance your testimony is that no em 
ployee of the national committee made the contact here? 

Mr. Gaprievson. Not to my knowledge. 

Mr. Fuanacan. According to my calculations, since you are the 
national chairman, Mr. Gabr ielson, you have either personally cor 
tacted or telephoned to RFC officials in connection with Carthage 
Hydrocol matters on 20 occasions, and you have contacted the Secretar) 
of the Interior on 2 occasions—I am sorry, you contacted RF‘ 
officials on 19 occasions since you have been national chairman, and 
the Secretary of the Interior on 2 occasions, for a total of 21 con 
tacts since you have been national chairman. 

Mr. Gaprietson. Well, I would think, Mr. Flanagan, when you put 
it that way, you put it in not quite a fair light. 

Mr, Fuanacan. Isthat a fact or is it not? 

Mr. Gasrretson. But some of those contacts that I made with Mr. 
Gunderson, I am sure, were for the purpose of setting up an appoint 
ment. Other times I would call his office, he wouldn’t be there. Now. 
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I think that you ought to survey that since Mr. Gunderson kept a 
record, evidently. 

Mr. Fuanacan. Mr. Gabrielson, we have excluded those where it 
did not indicate that you actually talked to Mr. Gunderson. 

Mr. Gaprieitson. Well, lots of times, when we talked to him it was 
for the purpose of making an appointment with him. I don’t really 
know. I mean if your records show that I contacted him and talked 
business with him on 19 occasions, I would suggest you call Mr. 
Gunderson. Iam sure that he would tell you 

Mr. Fuanacan. I think that is a plan of the committee, and they 
will make a decision on that matter. 

Mr. Gasrrexson. I hope they will. 

Mr. Fianacan. In any event there is an indication of 21 contacts 
with Government officials since you became national chairman. 

Now, I want to refer to your statement of March 27, 1951, which we 
will also place in the record. 

(The report made to Republican leaders by Mr. Gabrielson, dated 
March 27, 1951, was marked “Exhibit No. 42” and may be found in the 
appendix on p. 1246.) 

Mr. Frianacan. In that statement you discuss the charges made 
by Congressman Hays, and you set forth Senator Fulbright’s letter, 
and down in the statement you have this to say [reading |: 

The facts about this loan or my connection with it are a matter of record. 
I want to give them to you fully since this is not the first time nor will it 
be the last as long as I am in politics, that it will be used as the basis for at- 
tempted smear— 
and then you go on in this statement and refer to testimony by Mr. 
Gunderson before the F ulbright committee in which he says in effect 
that the loans were granted before you became national chairman. 

I notice that there is not one word in the same of explanation of 
March 27 in which you indicate that since you have been national 
chairman you have contacted officials of the RFC and the Secretary of 
the Interior on a number of occasions in connection with the loan. 
Now, would you explain to the committee why those full facts which 
are part of the facts in this case were not set forth in your statement of 
March 27, 1951? 

Mr. Gaprietson. Well, I think that is rather evident, Mr. Flanagan. 
I stated in this statement, as I recall it, that I was still the president 
of Carthage Hydrocol. This whole matter came up at that time with 
a reference to influence on securing of loans. 

Now, these loans were all secured before I became the chairman of 
the Republican National Committee. I construed my activities in 
connection with the RFC then, and I do now, that we had received the 
$1814 million commitment before I became the chairman of the na- 
tional committee and that as president of the company, of a company 
that owes a Government agency $1814 million, that that was a mat- 
ter of carrying on business ‘relations between a debtor and a creditor. 

Remember, ‘the F ulbright Committee was investigating the mat- 
ter of influence. It could not have possibly affected this loan under 
any circumstances after I became the national chairman because the 
loan was alréady on the books. 

Mr. Firanacan. Assuming—and I am merely assuming—if there 
had been influence or if you had been able to wield influence, it cer- 
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tainly could have affected some of the changes and amendments to 
this loan since you became national chairman. 

Mr. Gaprretson. Not really, Mr. Flanagan. 

Mr. Fianacan, I say assuming that you did have influence. 

Mr. Gasrietson. Which, of course, is an assumption that isn’t cor- 
rect, because I don’t have any influence. My stockholders are getting 
to the point where they think it is a liability for me to talk to anybody 
in connection with the RFC. I have got some stockholders that are 
getting a little bit worried about this thing, too, about me. 

Mr. Fianaean. I have no other questions concerning this. 

Senator Hory. Senator Mundt? 

Senator Munpr. I asked Mr. Keith whether he had spearheaded 
loan. No. 1 and had been the guiding force to get it, and he said “Yes” 
and that he had been the driving force and the spearhead in getting 
loan No. 2, and then he said he sort of stepped out of that phase of the 
activity and, as I understood it, concentrated on the processes and the 
construction in Brownsville, Tex., and at that stage of the game the 
procurement of the loan, the third loan, fell to your responsibilities. 

What steps did you take in that third loan, Mr. Gabrielson, to have 
it approved by the Board ? 

Mr. Gaprretson. Well, as I recall it, Senator, in reference to the 
third loan—and may I say that partly the second loan, too—you see, 
after the first loan was granted and the officership was set up of 
Carthage whereby I succeeded Mr. A. D. David as president, and 
Mr. Dawson came in as vice president and Mr. A. K. Brehm came 
in as treasurer, it became the responsibility of the management of 
Carthage to handle these loans. 

Now, I am sure that on the second loan that Mr. Keith had con- 
siderable to do with it, but I think the processing of that loan pretty 
much, and the third loan also pretty much, had to do with the man- 
agement of Carthage Hydrocol, and that has to do with 

Senator Munpr. By “management” do you mean Mr. Dawson, do 
you mean you, or do you mean the treasurer ? 

Mr. Gaprietson. | mean myself, Mr. Dawson, Mr. Brehm, and Mr. 
Wolfe. 

Senator Munpr. Before, all right. 

Mr. Gaprretson. Mr. Wolfe handled the legal end of it, I assume. 
I know I didn’t prepare it, but I assume that he prepared and filed 
along with Mr. Dawson and Mr. Brehm the second and third appli- 
cations, that is, to the best of my knowledge and belief, and both on 
the second and third loans there was not much discussion. 

It was more just a process matter on those two loans. 

Senator Munpr. That was my next question. I was going to deter- 
mine whether you had run into any difficulty or any resistance on the 
part of the RFC boys. 

Mr. Gaprietson. Oh, not a bit. 

Senator Munpr. In revision of your request or whether they ac- 
cepted the request in substantially the form you made it. 

Mr. Gaprretson. Not to my knowledge. You see, the first, loan, 
Senator, they made a $9 million loan after the stockholders had put 
up $10 million. 

Senator Munpr. At that time they set out a lot of specific regula- 
tions that you had to fulfill. 
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Mr. Gaprietson. The question of the security and the question of 
how it should be put in and all of those things was all settled out in 
the first loan. 

Senator Munpr. I am trying to determine, in order to get loan No, 
2 did they also say, “Well, now, you have got to make some other 
changes in your financial structure or in your contractual arrange- 
ments,” or was it simply a matter of routine ? 

Mr. Gasrietson. No, it was not quite a matter of routine, but at 
the time that the second loan of $314 million, the stockholders of 

Carthage put up $31 million and there was considerable work in 
arranging the subrogation of that $314 million that they put up, and 
a second ‘subrogation of the original $10 million they put up, because 
in the original subordination or subrogation of that original $10 
million, only applied to the first $9 million. 

Now, when their loan went up to $124% malition and the Carthage 
stockholders had put up the $1314 million, the $1314 million had to be 
subordinated to the $1214 million that the RFC a up, and the same 
thing eoeted fa thothind loan, 

When they put up $6 million, it was on condition that the Carthage 
stockholders would put up $6 million, and those two loans, in a way 
they were routine, but there was a considerable detailed work in con- 
nection with them, and then when the other two subscriptions were 
made of $3 million and $5,500,000, the only dealing with the RFC in 
connection with those loans, with that advance by the stockholders, 
was that that additional $814 million in turn had to be subordinated to 
the $1814 million that the RFC had already put up. 

Senator Munpr. As I understand it, after the third loan was con- 
summated and you had the $18,500,000, no request has subsequently 
been made either by you or by any of the other officers of this company 
for additional loan; is that correct ? 

Mr. Gasrtetson. No, there has been no application filed at all. 

Senator Munpr. And the only request for a substantial change in 
the terms was the one which was made by letter and rejected by letter 
with regard to payment on the principal of $250,000; is that correct ? 

Mr. Gaprtetson. I would say, I would consider, Senator, that that 
was not a substantial change at all. That was right in accordance 
with the spirit of the whole application right from the beginning, 
that this money was to be repaid out of earnings, and the plant was 
to be started and operated and have 21 months ‘of operation prior to 
the time they paid back in order to build up their working capital and 
get the kinks worked out of their machinery. 

Senator Munpr. In allevents, it w as turned down ? 

Mr. Gaprietson. Yes, sir. 

Senator Munpr. Perhaps for economic reasons, perhaps because it 
had got in the spotlight of publicity and it was considered better to get 
the thing off the books, turn it down. 

I think we should also get clearly before us this pattern of activity 
with regard to Mr. Gunderson and the New York Stock Exchange. 
As I understand the picture on that, this note from Mr. Brehm was in 
October 1950 ? 

Mr. Gaprretson. It was October 11. 

Mr. Fianacan. That was October 11, 1950. 
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Senator Munpr. 1950. And to the best of your recollection you fee! 
that you talked with Mr. Gunderson about the New York Stock 
Exchange not earlier than the Ist of September ? 

Mr. Gaprretson. That is my best recollection, that I did not talk to 
Mr. Gunderson until after Labor Day. 

Senator Munpr. Untilafter Labor Day? 

Mr. Gaprretson. At which time, from his conversation with me, 
he knew he was out of the RFC. Otherwise he wouldn’t have been 
even interested in another job. 

Senator Munpr. I was wondering, Mr. Flanagan—it seems to me 
that when we had Mr. Gunderson before us earlier on another matter 
we had taken up with him something about his terminal leave. 

Have you ever checked as to when Mr. Gunderson separated his 
employment with the RFC? I know he gave an October 10 date here. 

Mr. Fuanacan. October 12. 

Senator Munpr. Was there anything in the record to indicate 
~arlier than that that Mr. Gunderson was on terminal leave, had left 
the RFC? 

Mr. Franacan. I think he took soine leave in probably July and 
August, but it indicates that he attended a Board meeting on October 
5. ‘That was the last actual Board meeting that Mr. Gunderson at- 
tended. . 

Senator Munpr. What I am trying to determine is whether he 
might have been called back for some special Board meeting after 
he had taken terminal leave or whether he had a continuous term of 
service up until October 12. 

Mr. Fuanacan. We will check into that and get the actual date of 
his leaving. 

Senator Munpr. He would probably be a better one to ask. 

I am going to ask you a question or two now, Mr. Gabrielson, about 
this other company that was mentioned in the paper and you men 
tioned in your testimony this morning, John Wood Lumber Co. 

Mr. GaAprietson. Oh, no; not lumber company. 

Senator Munpr. John Wood Co. What type of company is that, 
if it is not a lumber company ? 

Mr. Gaprreison. Mr. Flanagan, did I leave with you that brochure 
on the John Wood Co., that colored brochure, yesterday ? 

Mr. Fuanacan. Yes. I have it in my office, Mr. Gabrielson. 

Mr. Gaprirerson. That is not going to help me much. 

The John Wood Co. is one of the very old companies of the country. 
It started back, as I recall it, sometime in 1860 or 1870. They have 
four plants in this country. One is in Conshohocken, Pa., one is in 
Chicago; one, in Muskegon, Mich., and another plant in St. Paul. 

Now, they make range boilers, these kitchen-range boilers. It is 
the company that developed the electric-weld boiler, oh, 35 years ago. 
In place of putting all of the rivets in, they electric-weld it. They 
produced that process. 

They make hot-water heaters, both gas and electric. They make 
underground-storage tanks. They make the Bennett gasoline-com- 
puting pump. They make the Ecco tire inflator that you see in many 
of the gas stations. They make the highboys and the lowboys. That is 
the oil-dispensing equipment with a pump on the top wheer you turn 
a crank, They make milk-shipping cans and milk-bottle crates and 
a variety of other smaller products. 
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Senator Munpr. I think you testified this morning that about 10 
percent of its business was with the Government, about 3 million out 
of 30 million; is that correct ? 

Mr. Gaprietson. No. I might go back a little bit, Senator. 

During the last war, during World War I, they, I suppose, pro- 
duced more power boxes and powder cases. They are that steel case 
where you store powder and ship it overseas. I suppose they produced 
more powder cases than any other single plant in the United States. 

They made in their St. Paul plant a lot of these land-mine cases 
where you draw the metal and then tie it together. 

Senator Munpr. Now let me get down to my point. There are 
only two pertinent points that interest me as a member of the com- 
mittee. The first is whether or not they at any time had any loan 
ig the Federal Government, any financial assistance from the Fed- 

ral Government, either an RFC loan or any other kind of Federal 
Snuihetn 

Mr. Gaprietson. Never. 

Senator Munpr. The other question I am interested in is whether 
or not their business, whether it is $3 million a year more or less, 
is it negotiated contracts or is it competitive bidding ? 

Mr. Gaprietson. Competitive bidding. The best information that 
I have, I called up the president of the John Wood Co. when I was 
in New York yesterday, and I gave a list to Mr. Flanagan, and you 
will notice that on the bottom of the list it says that these were bids. 

Now, those are the total contracts existing today. A lot of those 
contracts, I was told yesterday, have not started yet, and some will 
not start for quite some time. This, as I think I figured out with 
Mr. Flanagan yesterday, is about 8 percent of the annual volume; 
is that correct? 

Mr. Fuanacan. I think that is our rough calculation. 

Senator Munpr. Is this the statement, Mr. Gabrielson, that you or 
some officer of the John Wood Co. prepared? It says, “John Wood 
Co. prime contract awards as of October 1, 1951.’ 

Mr. Gasrietson. That was prepared by the president of the John 
Wood Co. 

Senator Munpr. I ask, Mr. Chairman, that this appear in the record 
at this time. 

Senator Hoey. It is so ordered. 

(The document above referred to, entitled “John Wood Co. Prime 
Contract Awards as of October 1, 1951,” was marked “Exhibit No. 43” 
and may be found in the appendix on p. 1250.) 

Mr. Gapriecson. And it was given to me the day before yesterday. 

Senator Munpr. I shows when the contracts were made, what divi- 
sion of the Army, and which one of the plants of the Jon Wood Co. 
made it, and it has across the bottom of it, “All of the contracts were 
obtained on an open-bid basis.” It says, “All of the above contracts 
were obtained on a open-bid basis.” 

There is one contract for $80,000, and one for $19,000 on the next 
page. There are two contracts on the next page. Below the state- 
ment it says here, “All of the above contracts were obtained on an 
open-bid basis.” 

Mr. Gasritetson. That is right. 

Senator Munpr. That answers that part of the question. 
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Mr. Gasrtetson. That is right. 

Senator Munpr. Now, we have two other contracts, one with the 
Muskegon plant subcontract with the Continental Motors, $8,000; and 
the Conshohocken plant, miscellaneous subcontracts, $19,000. 

I wish you ate supply for the record whether they were simply 
subcontracts between two commercial concerns, or, if not, if they 
are Government contracts, whether they also should be listed over 
the title of “Contracts Obtained on an Open-Bid Basis.” 

Mr. Gaprietson. Those two contracts, Senator Mundt, on the second 
page are subcontracts of Government contracts where they have nego- 
tiated or worked out—I don’t know what the detail is, but worked 
out with it—doesn’t it give the prime contractor there? Look on 
the second page. 

Senator Munpr. It does on the first one. 

Mr. Gaprretson. Continental Motors ? 

Senator Munpr. Second one, it says, “Miscellaneous subcontracts, 
$19,000.” 

Mr. Gaprietson. Well, I don’t know about that, but those are con- 
tracts where the Government lets out a prime contract, and the John 
Wood Co. makes some deal, makes some arrangements to supply 
some 

Senator Munpr. Supply some of the contract to some commercial 
fabricator ¢ 

Mr. Gaprtetson. That is right. 

Senator Munpr. Now, are you a paid administrative officer of the 
John Wood Co. or simply a director ¢ 

Mr. Gaprietson. I am a director of the John Wood Co. 

Senator Munpr. You have no functional duties in that connection 
then except serving on the board of directors ? 

Mr. Gaprtetson. I am not, Senator Mundt, in the operating end of 
the John Wood Co. at all. 

Now, the John Wood Co. is owned—all of it is owned by a concern 
in Toronto known as the International Metal Industries, Ltd. That 
concern owns all the stock of the John Wood Co., with four plants 
in the United States, and that concern likewise, the International 
Metal Industries, Ltd., owns four plants in Canada operating under 
the name of John Wood Co., Ltd.—a plant in Montreal, one in Toronto, 
one in Winnipeg, and one in Vancouver. 

Now, that top holding company, the International Metal Industries, 
Ltd., I am the president of that company. I am a member of the 
board of that company and a member of the executive committee of 
that holding company. 

Senator Munpr. Is that company connected with the John Wood 
Co. of Glasgow, Scotland ? 

Mr. Gaprretson. No, sir. 

Senator Munpr. Does it make ships? 

Mr. Gaprretson. No, sir. 

Senator Munpr. It is not. 

Have you ever had occasion to contact Government officials in con- 
nection with any business, any procurement business for the John 
Wood Co. ? 

Mr. Gasrretson. I have not. 
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Senator Horr. Senator, while you are on that point, Mr. Gabrielson, 
I believe you said the holding company—what holding company was 
it oe ou named as having stock of that company ? 

ARIELSON. International Metal Industries Ltd. 

Senehor Horr. Now, what position do you hold with that company ? 

Mr. Gasrretson. I am the president of that company. 

Senator Horry. All right. Now, that company, is this stock owned 
by anybody else? 

Mr. Gasrretson. Of course. 

Senator Horry. Well, what I mean, I do not mean individuals. I 
mean, Does any other company own it? 

Mr. Gapsrretson. Part of it; yes. That company, the International 
Metal Industries, Ltd., has about $3 million of preferred stock that is 
outstanding in the hands of the public and is listed, I believe, on the 
Toronto Stock Exchange. The company also has 188,000 shares of 
A stock that has a market value of about $10 million. 

I think it sells on the exchange for $45 to $48 a share. That is the 
A stock. Then it has 50,000 shares of B stock. The B stock has the 
exclusive vote in that company. 

Senator Horry. Has the control of the company ? 

Mr. Gaprretson. Yes; it has the control unless, Senator, they de- 
fault on dividends for two successive years. Then the A stock comes 
in voting on a par with the B stock, and then the preferred stock- 
holders likewise have that. 

Now, that 50,000 shares of stock as of the minute, as of now, is owned 
by the Nicolet ‘Asbestos Mines, Ltd. 

Senator Hory. Now, what is your connection with 

Mr. GaAprIELson. May I just say this, Senator. The Nicolet As- 
bestos Mines, Ltd., owned 21,500 shares of this stock and have owned 
it for many years; and they bought the other stock, the 28,500 shares, 
about the middle of December 1950; so as of now Nicolet Asbestos 
Mines, Ltd., owns the 50,000 shares of B stock. 

Senator Horry. Now, what position do you hold with Nicolet? 

Mr. GABRIELSON. You mean Nicolet Asbestos Mines, Ltd. That is 
an operating asbestos mine in the eastern townships of the Province 
of Quebec, and all of the stock of the Nicolet Mines is owned by a 
Delaware company known as Nicolet Industries, Inc. 

Senator Hory. Well, now, that company, what is your stockhold- 
ings in the company that owns all of these? 

Mr. Gaprtetson. My stockholdings in the Nicolet Industries, Inc., 
is 55 percent of the stock. 

Senator Hory. In other words, you own 55 percent of this Nicolet 
Co. ? 

Mr. Gaprietson. Nicolet Industries, Inc. 

Senator Hory. Nicolet Industries Co. ? 

Mr. Gaprtetson. That is right. 

Senator Hory. And that company owns the control in the other 
companies ¢ 

Mr. Gaprretson. No; it owns all the stock. 

Senator Hoey. All the stock of the other companies? 

Mr. Gaprtetson. That is right. 

Senator Hory. And then these other companies own or control in 
the other company you mentioned ? 
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Mr. Gasrretson. No; Nicolet Asbestos Mines, Ltd., owns the vot- 
ing stock of International Metal Industries, Ltd., which, in turn, 
owns the John Wood Co. 

Senator Horr. So, in essence, of that you own 55 percent, that is 
control, in this company that holds the stock, and so forth? 

Mr. Gaprietson. No; excuse me, Senator, that is not a correc 
statement. 

Senator Hory. Well, what is that? 

Mr. Gaprretson. I own 55 percent, when you get it boiled all down, 
of the voting stock, under the present conditions, but ahead of that 
stock in the John Wood Cos. through top holding company there is 
$3 million of preferred stock and about $10 million of A stock. 

Senator Horr. I understood that, but what I am speaking about is 
control. You own 55 percent of the stock controlling common B or thi 
B stock? 

Mr. Gaprretson. That is right. 

Senator Hory. That has the vote and the control of this company ? 

Mr. Gaprretson. That is correct. 

Senator Hory. All right; go ahead, Senator. 

Senator Munpr. I think I have just one other question in that 
connection. These other companies that you mentioned, are they all 
holding companies or are they also operating companies, this Nicolet 
Industries that has mines around and things of that type. We are 
trying to determine whether or not RFC has any other financial con 
nection either with the John Wood Co. or any of these companies that 
own the John Wood Co. 

Mr. Gaprtetson. Senator, I can make a very, very full statement 
on that; that in no company that I have any substantial interest in, 
and in no company that I have even a little bit of interest in to my 
knowledge—and I do not even say to my knowledge on the companies 
that I have a substantial interest in—they do not have a loan with 
the RFC or any other Government agency. 

Senator Munpr. That is exactly what I was trying to get to. You 
might have 10 shares of General Motors and they might have a con 
tract, but I am talking about the companies in which you have a con 
trolling interest and on which you serve as a director where you have 
per sonal information. 

Mr. Gasrretson. They have no loans with the RFC or with an 
other governmental agency. 

Senator Munpr. Can you make the same statement including the 
same companies in connection with any Government procurement busi 
ness on a negotiated-contract basis ? 

Mr. Gaprieson. Yes, sir, I can, and as a matter of fact, except the 
John Wood Cos. the list of which is in your hands now, the other com- 
panies that I have a substantial interest in have no Government 
business. 

Senator Munpr. That is all, Mr. Chairman. 

Senator Hory. Senator Nixon ? 

Senator Nixon. Mr. Gabrielson, I think you can appreciate why 
the committee has gone so exhaustively into this background, even 
though you did not become national chairman until 1949. Numbers 
of questions have been asked about the loans obtained in 1946, about 
how you got your employment with the company which obtained the 
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loan, and the reason for that is because you are the chairman of the 
Republican National Committee. 

Mr. Gaprietson. But I hope, Senator, it is very plain on the record 
that I have no stock interest or no equity interest of any type in 
Carthage Hydrocol. 

Senator Nixon. Yes; I understand that. I only wanted to point 
out that this committee in its investigation is interested primarily in 
the propriety of actions by the chairman or other employees of either 
national committee, the Democratic or the Republican National Com- 
mittee, and in conducting its investigation the committee, and I think 
rightly so, has gone into your bac keround even before you became 
national chairman insofar as this company was concerned and the 
actions that were involved, and the committee will do likewise in re- 
gard to Mr. Boyle’s connection before he became national chairman. 

Now, I want to ask you about your law firm. I want to ask you, 
incidentally, some of the same questions I asked Mr. Boyle so that we 

can see what the record is in respect to your connections. 

In regard to your law firm, your partners or associates, whatever 
they may be in either New York or in New Jersey, what action have 
any of them taken that you know of in regard to RFC matters ? 

Mr. Gaprretson. None whatsoever. 

Senator Nixon. Except for these matters that you have mentioned 
which had to do with the Carthage Hydrocol ? . 

Mr. Gaprietson. That is right. My office has had no connection 
with the RFC except as has been brought out here on the Carthage 
Hydrocol. 

Senator Nixon. Has your office had any work that you know of from 
the standpoint of retainer or from the standpoint of direct agreements 
with clients, representing clients with the Government, other than the 
Carthage Hydrocol matter and the John Wood Co. ? 

Mr. Gaprietson. We—if you will confine that to Carthage, then 
I could make a broader statement. 

Senator Nixon. I will confine it to Carthage. 

Mr. Gaprietson. Because there has been nothing about that, there 
is no person connected with my law firm that has had any Government 
relationship with any department concerning John Wood. Only Mr. 
Wolf of my firm, and I don’t know that he has ever—he has un 
doubtedly written a lot of letters. 

Senator Nixon. Let me ask you this question. I am speaking now 
of your law firm. Have any of your law associates during this period 
in question, from 1946 to date, represented clients and dealers with 
the Government ? 

Mr. Gaprietson. No; we just don’t happen to have that kind of a 
law practice, that is all. 

Senator Nixon. You can say that without qualification ? 

Mr. Gapsrretson. Yes, sir. 

Senator Nixon. Now, I am going to ask you about the employees 
of the national committee, and let me say that I want to preface this 
question by what the record shows up to this time. The record showed, 
through the diaries of the Directors involved, the following facts: 

Over 200 contacts were made by employees of the Democratic 
National Committee with RFC in regard to appointments, and the 
other matters that were arranged from the Democratic National Com- 
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mittee, over 100 such contacts with Mr. Willett, between Mr. Willett 
and representatives of the Democratic National Committee. 

Mr. Gasrtetson. Mr. Willett? 

Senator Nixon. Mr. Willett. 

Mr. Gaprietson. Oh, one of the Directors of the RFC. 

Senator Nixon. Yes. Two hundred with Mr. Dunham, 100 with 
Mr. Willett. I am using round figures. The record will bear this out. 

As far as the Republican National Committee is concerned, I had the 
staff make a search and they found no contacts whatever, at least men- 
tioned in the diaries of either Mr. Dunham or Mr. Willett or Mr. 
Gunderson, except those made by you on the Republican National 
Committee. 

Now, I would like to supplement that with this question. Do you 
know of any contacts made by any employee, either voluntary or 
paid, of the Republican National Committee, with the RFC? 

Mr. Gaprretson. You are speaking now of headquarters staff? 

Senator Nrxon. Yes, here in Washington. 

Mr. Gaprretson. I certainly do not, Senator Nixon. I know of no 
contact that any member of the staff has ever made to the RFC except 
the ones that I had made that are on the record here. 

Senator Nrixon. Those are on the record. I excluded those because 
we already brought that out. 

Mr. Gaprretson. That is right. Now, of course, you understand I 
have no knowledge of what national committee members may have 
done. I know nothing about that. 

Senator Nrxon. I understand that. We will have to get any infor- 
mation on that from other sources, but you can speak only, I realize, 
for headquarters staff. 

Now, we are mainly concerned about the question of influence of a 
national chairman. As I say, what Mr. Boyle does, representing his 
clients, whether that client may be American Lithofold Co. or some 
other client, what you do representing your client, as Mr. Boyle, or 
Mr. Gabrielson, is no concern to this committee unless it appears that 
some improper action has been engaged in, but it does become a con- 
cern of this committee when the man representing the client is also 
the chairman of one of the major national committees. 

Now, we questioned Mr. Boyle at length on influence. His testi- 
mony was to the effect that he did not, (1) attempt to exert any influ- 
ence and, (2) that the appointment that he did make for his client, 
the American Lithofold Co., was the only action that he took, and he 
said that in his opinion that had no influence. 

I want to ask you this question: You have dealt with the RFC both 
before and after you became national chairman. Did you note a 
decrease or increase in your influence at the RFC when you became 
national chairman? 

Mr. Gapsrretson. Well, Senator, first of all I am very sure I never 
had any influence, to start with, and I am very sure that I have no 
influence now, because, Senator, several months before I became the 
national chairman my only contact with the RFC was on the Carthage 
loan, and we were in the position of owing them $1814 million. 

Senator Nixon. When were you more successful with the RFC, be- 
fore or after? Could you give us an estimate on that? 
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Mr. GaprteLson. Well, judging as of today, we certainly got our 
money before I went in, and judging from this late episode, why, we 
weren’t too successful on that. 

Senator Nixon. You have not done so well since you became na- 
tional chairman ¢ 

Mr. Gaprietson. Haven't done so well. 

Senator Nixon. Is that the basis of your statement that you had 
no influence ¢ 

Mr. Gasrretson. Frankly, Senator, it is just inconceivable for me 
to believe that a chairman of a party that is not in power could have 
any possible influence. We do not have anything to do with the ap- 
pontment of the people over there. 

Senator Nixon. You have none now, but is it not a fact that you 
may have some in the future, you hope? Iam speaking of you in the 
broad sense of the national chairman. 

Mr. Gapsrietson. You mean for RF¢ 

Senator Nixon. I mean for any Government agency. 

Mr. Gaprretson. Well, I would not think that they would be look- 
ing that far in advance. 

Senator Nixon. You do not think that that prospective possible 
action, one way or the other, would have any effect 

Mr. Gaprietson. I would not think so; no. 

Senator Nixon. Let me ask you this: Do you have any RFC em- 
ployees at the present time, or have you ever had during the course of 
your dealings with the RFC? Have you ever had any RFC em- 
ployees on your payroll ? 

Mr. Gaprretson. Never. And never have any former RFC em- 
ployees entered the employ of any company that I have any interest in. 

Senator Nixon. Your testimony is clear on that point. Lam par- 
tic ul: rly interested in the period since you became national chair- 
man. Have you ever paid to any employee of the RFC any money for 
any purpose / 

Mr. Gasrietson. Never; never under any circumstances, either be- 
fore I became the chairman or after I became the chairman. 

Senator Nixon. What gifts have you made to RFC employees / 

Mr. Gapsrretson. I have made no gifts to the RFC employees under 
any circumstances or conditions. 

Senator Nixon. You know Mr. Hoover and Mr. Willett 

Mr. Gaprietson. Well, | know Mr. Willard. Mr. Willard was the 
engineer assigned to this loan. IT mean, he was sort of their engineer 
on the job, having Mr. Savage under him down in Brownsville, but Mr. 
Hoover, I know him, but I don’t know him as well as I know Mr. 
W illard. 

Senator Nixon. Tsee. What did you find in your relationships with 
them? Did you find them to be capable servants, as you have men- 
tioned previously with regard to RFC employees / 

Mr. Gaprrentson. In the contacts that I had with Mr. Willard and 
the contacts that the rest of the Carthage organization had with Mr. 
Willard, were always on a basis, well, they just considered him a very 
top engineer and a very fine public servant. 

Senator Nixon. Let me say, Mr. Gabrielson, that what you have 
said about Mr. Willard—and it was mentioned about Mr. Hoover— 
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what you say of Mr. Willard and what we have learned about Mr. 
Hoover is that both of these employees had excellent reputations with 
the RFC. That is the reason I was interested in getting your com 
ment. 

Mr. Gaprtetson. Our relationship, the whole Carthage relationship 
with Mr. Willard was very excellent, and I am sure that the statement 
that I voice here would be the opinion of all the people connected 
with Carthage. 

Now, as far as Mr. Hoover is concerned, we have had a very limite: 
relationship with him, but the relationship that we have had has bee; 
equally as good as with Mr. Willard. 

Senator Nixon. There has never been any suggestion of any gifts 
as far as either one of those two were concerned ¢ 

Mr. Gasrietson. None. And I might say further, Senator, nobod\ 
in the RFC at any time has ever even intimated or suggested anythiny 
else, anything by way of gifts or emoluments of any kind. 

Never in my experience over there—and I am sure that has bee: 
the same experience of the other members, the other people connected 
with the management of Carthage Hydrocol. 

Senator Nrxon. Now, in your discussions with Mr. Symington, did 
he indicate to you that be believed that this loan should be reexamined 
and that some investigation of it should be made ¢ 

Mr. Garrretson. No; I do not know that he did. I went over there 
to ask him if he would make an investigation and examination of it 
That was the purpose, the main purpose of my visit. 

Senator Nixon. Did he suggest at any time through either word or 
actions that your talking to him was in any way an impropriety / 

Mr. Gaprrerson. No, sir: under no circumstances. 

Senator Nixon. Was that ever discussed ? 

Mr. Gaprretson. Discussed between himself and myself? 

Senator Nixon. Yes. 

Mr. Gaprtetson. No, sir. 

Senator Nixon. There is one statement in your release of last March 
that I would like to call to your attention. The statement that Mr. 
Flanagan has already questioned vou on is toward the conclusion. 

Mr. Ganrretson. What page is it on? 

Senator Nrxon. On the last page, about the middle of the para- 
graph. It says [reading]: 

In no manner, directly or indirectly, have I received a fee or any other com- 
pensation for securing the RFC loan. 

In the light of the testimony that we have heard today, that state- 
ment, it seems to me, would need some explanation, and I wonder what 
your explaantion is. 

Mr. Gaprretson. Well, Senator, I think that statement is com 
pletely correct as it stands there. 

Now, it said in that statement that I had received no fee for sec ur- 
ing an RFC loan. My relationship with this loan was a matter 
doing —myself and the other men in my law office—of doing the i ul 
work in connection with this. 

We received our fee for doing this legal work for this and many. 
many other things on the basis of the number of hours that we had 
put in in handling the strictly legal work of the Carthage Hydrocol, 
one of the jobs being the legal end and the preparation ‘of the docu 
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ments that had to go into the RFC loan, so I was construing fee to 
mean the way that it is lots of times tossed around here in W ashing- 
ton, that you get a fee for getting somebody to do something. 

Well, I did not geta fee. My firm did not get a fee for getting the 
RFC to make this loan. I would like to make that 

Senator Nrxon. Would you not say that your work assisted the 
company in getting its loan‘ After all, you prepared the application. 

Mr. Ganrretson. I would certainly expect that it would be of assist- 
ance. I hope the law work was good enough for that. 

Senator Nixon. The purpose of preparing the application was to 
secure the loan ? 

Mr. Gasrietson. Certainly. 

Senator Nrxon. Well, in the light of that, that is the reason why | 
had, frankly, considerable question about that statement, because it 
would not seem to be a complete statement of the situation. 

I can understand why you said it as you did, but [I think among 
laymen generally they do not make the fine distinctions between 
retainer for purposes that you mentioned and a fee for a specific 
action. 

Mr. Gasrietson. Well, Senator, I might just say this: That when 
my law firm received the first fee of $34,000, which was on Februar y 
7, 1946, that matter was taken up with the full board of the Carthage 
Hydrocol and was laid before that board all the work that had been 
done, the hours spent, and so forth, and that was based upon a reso- 
lution of the board of directors of Carthage Hydrocol. 

And I might further say that in all of the salary—and, remember, 
| happen to be the president of this company on a $15,000 salary 

Senator Nrxon. | am not questioning the fact that vou should have 
done what you did as president of the company. My questions relate, 
of course, to the propriety of the action that was taken after you 
became national chairman, and also about the possibility of this pau 
ticular statement being misinterpreted. I think you can appreciate 
that. 

Mr. Gasrtetson. I suppose, Senator, what I was trying to bring 
out, that the money that I received was not compensation for arrang 
ing a loan, for getting somebody to say, “Yes; we will give you this 
loan.” 

That is something that Mr. Keith handled, but I think it was in 
1946, after Mr. David’s resignation, I became the president of this 
company, and I have cons sidered that it is part of my job to look 
after this and other things in connection with the Carthage Hydrocol. 
Since I have been the chairman of the Republican oe ul Committee 
the law work that I do has been reduced to zero. I do not carry the 
law practice any more. It is carried on in my office up in New York 
by men who have been with me for a great many years. 

I want to be perfectly honest and frank about this thing. I was 

not intending to mislead anybody on this, but the thought that was 
in my mind. here is somebody saying that I am getting a fee for 
getting a loan at the RFC, Well, I did not get the fee in that sense of 
the word. 

I got the fee for actually doing work in my own law office up there. 
in working out the details of this, and a great many, many other 
things. 
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_ Senator Nrxon. You meant, I suppose, the preceding sentence: 
“The compensation I received was solely for legal services”; that that 
sentence would offset the implication of any services done on the 
application for the RFC loan, too? 

Mr. Gaprietson. That is right. 

Senator Hory. Mr. Gabrielson, we have kept you here a very long 
time. Mr. Flanagan still has a few questions that he wants to clear up. 
If it. would be convenient for you, you could come back in the 
morning. 

Senator Nrxon. Mr. Chairman, I think, frankly, that we should 
finish with Mr. Gabrielson tonight. I recall when Mr. Siskind was 
here we ran until 11 o’elock. 

Senator Horry. I am perfectly willing. I am asking Mr. Gabrielson 
about his preference. 

Mr. Ganrietson. Senator, I would prefer to finish tonight. I have a 
few other chores to do, you know. 

Senator Hory. I know, and that is the reason I was asking. We 
have kept you here a good while, and I knew there were a few more 
questions to be asked, and it is practically 5:30, but if you would 
prefer, we will go ahead tonight. 

Mr. Gaprretson. Senator, I would prefer to finish up tonight, if 
I could. 

Senator Hory. Very well. I just wanted to submit it to you because 
personally I can stay on, and I am sure the committee can, so we will 
proceed and make it just as brief as possible. 

Mr. Fianacan. On this question of fees, Mr. Gabrielson, I have 
here, which is exhibit C of this RFC exhibit that went into the record 
this morning, if you want to refer to it, a memorandum from Mr. 
Frank Ronan, or, rather, from Mr. Henrich of the RFC to Mr. Frank 
Ronan of the RFC. I will not read the whole matter, as it is in 
the record. 

That is exhibit C, Mr. Gabrielson, in which it states in the last 
sentence | reading | : 

Up to and including the year 1950 total payments so permitted aggregate 
$161,075.46. 

Now, they are referring to the fees and salaries that have been paid 
to you since this RFC matter has been pending; is that correct ¢ 

Mr. Garrietson. Well, if you want to multiply it out, I received 
$34,000 for the year 1945 and part of the year 1944. That went back 
into the previous year, and since that time I have received $15,000 a 
year as president of Carthage Hydrocol, and my law firm have re- 
ceived $10,000, 

Mr. Fuanacan. And that would cover what years? You would 
be getting paid at the rate of $25,000 a year for how many years / 

Mr. Gaprreitson. 1946, 1947, 1948, 1949, 1950. 

Mr. Fuanacan. It would be $125,000, and this year, up to this date 
vou have earned roughly $20,000. 

' Mr. Gaprrerson. Let’s don’t count this year yet, please. 

Mr. Franacan. Well, you are still receiving $25,000 a year, are 
you not ¢ 
* Mr. Gaprtetson. No; that is not quite the way we work it. For the 
vear 1950 I have received nothing, or 1951 I have received nothing 
up to date, and I will not receive anything for the year 1951, until 
sometime in February or March of 1952. 
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Then I shall present to the board of directors of Carthage Hydro- 
col for their consideration how much money I should receive for 
1951, but I am always a year behind on it. 

Mr. Franacan. You } present your bill a year behind, but actually 
you have this year earned nine-twlfths of a at you expect to earn this 
year ¢ 

Mr. Gaprietson. If they give it to me next February, which I hope 
they will. 

Mr. Franacan. You do not expect they will not give it to you? 

Mr. Gaprtetson. No; I don’t expect so, unless with all this public- 
ity they look for a new president. 

Mr. Fuanacan. Would it be fair to say you will probably receive 
$20,000 for the work you have already done this year / 

Mr. Gaprtetson. I would say that, unless things change a great 
deal, I will receive $15,000 for the calendar year 1951 as president, and 
my law firm will receive $10,000 as the legs il counsel of C arthage Hy- 
drocol for the year 1951. 

Mr. Fuanacan. Then we will say for purposes of discussion here 
that up to this point this year you will have earned approximately 
$20,000, which makes a total, according to my calculation, of approxi- 
mately $179,000 that you have arned from Carth: age Hydrocol since 
the inception of this. 

Mr. GasrieLson. Seven years. 

Mr. Fuanacan. Seven-year period. 

There is one little point here that at least I would like clarified. I 
turn to your prepared statement, page 8. 

Mr. Gaprietson. Which one of the statements? 

Mr. FLanacan. Your own prepared statement. 

Mr. Gaprietson. Oh, of today. 

Mr. Franacan. In the second to the last paragraph of that letter 
by Mr. Brehm, I will read it very quickly. 

Mr. GaprieLson. Would you wait just a minute, please. I have not 
been able to locate it yet. 

Mr. Fuanacan. In the second to the last paragraph of Mr. Brehm’s 
letter on that page 8, it is stated as follows | reading | : 

From the start it was contemplated by all concerned that repayments of princi- 


pal on RFC loans were to be made out of earnings and not out of the capital 
supplied by our subscribers. 


Now, was that your understanding, Mr. Gabrielson, that the repay- 
ment of the RFC loan would be made out of earnings of Carthage 
Hydrocol? 

Mr. Gapsrie_son. Well, Mr. Flanagan, I would like to read to you 
from the application itself. I am reading, Mr. Flanagan, from the 
application to the RFC by Carthage Hydrocol for a loan in the amount 
of $9 million, dated November 15, 1945, and on page 56 [reading]: 


Proposed method of repayment of the loan. 


Are you familiar with this, or do you want me to read it? 

Mr. Franacan. Just tell in substance what it says. You do not 
need to read it. 

Mr. Gaprtetson. Reading down here : 

It is realized that some operational adjustments may be required and there- 


fore request that it be not obligated to start repayments until 15 months after 
the plant is in full operation, or until October 1, 1949. 
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Now, based on that same premise, they extended the loans from 
October 1, 1949, to October 1, 1951, and it was based on that same spirit 
of the application, no legal commitment on their part, but based on 
the spirit of that, that this request was made fot them to defer it for 
another year. 

Mr. FLanacan. It says in there in effect that you will start payment 
15 months after the plant is in operation, or at a given date. Now, is 
there anywhere in there that it says it will be paid out of earnings / 
That is what it said in oe letter, it will come out of earnings. 

Mr. Gasrietson. Yes; I think it is implied in there. 

Mr. Fianacan. You think it is implied / 

Mr. Gaprretson. I do. 

Mr. Fianacan. The reason I ask that is this: It is possible, not 
very probable, I assume from what you said, that this plant woul 
never make any money. 

Mr. Gasrretson. Oh, I hope that isn’t so. 

Mr. FuanaGan. Well, it is possible, and if that were true, interpret- 
ing your spirit of this loan, then am I right in assuming that you 
would never pay RFC? 

Mr. Gaprrecson. Oh, listen, no; you certainly are not right in as- 
suming: 

Senator Nrxon. Just a moment. What period are you going into 
now, Mr. Flanagan ? 

Mr. Fianacan. This is in connection with the repayment of loans, 
Senator. 

Senator Nixon. I mean, what date are you questioning about ? 

Mr. Fuianacan. This letter was written August 1, 1951. This was 
in connection with deferments of the recent payments. 

Mr. Gaprretson. Now, will you restate your question ? 

Mr. Fianacan. My question was, under the spirit of the loan as 
you and Mr. Brehm interpret it, would it be fair to say that if the 
plant never made any earnings, he would not pay back the RFC? 

Mr. Gaprretson. It certainly would not be a correct assumption or 
statement. ‘There has been forty-some-million dollars spent in that 
plant down there and you just could not say that if a plant did not 
work—which, of course, there isn’t any question about its not work 
ing. It has worked, it does work, and they have a first mortgage on 
forty-some-million dollars’ worth of assets. 

Mr. FLanaGan. I appreciate that. 

Mr. Gasrretson. Now, the spirit of the thing was in Mr. Keith's 
original—as he stated here this morning, that the RFC was to put up 
half, Carthage stockholders were to put up half. 

Now, does that mean that any time the RFC does not want to con- 
tinue on in that spirit, that we assess the stockholders faster than you 
are able to earn the money, if that is so? I mean, is that going to be 
the point of view of RFC? 

Mr. Fuanacan. I do not know. I just. wanted to clear that up, that 
in fact if something should come up where the earnings would not 
come in fast enough, I am sure that Carthage Hydrocol would go 
ahead and pay the loan not out of earnings. 

Mr. Gaprretson. I think probably so. 

Mr. Franagcan. I think that would be a fair statement. 

Now, Mr. Gabrielson, I want to ask you a few questions that the 
committee also put to Mr. Boyle, concerning what you feel is proper 
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activity on the part of employees, either paid or unpaid, and other 
representatives of the Republican National Committee, or either na- 
tional committee. 

Do you feel that it is proper for representatives of either National 
Commitee—when I use the term “representatives” here I mean per- 
sons in the national headquarters, whether volunteers or paid em- 
ployees—representatives of the national headquarters of either national 
committee to make appointments for constitutents in Government 
agencies ¢ 

Mr. Gasrterson. I think it is proper under certain circumstances 
I do not think that the Chairman—I will speak about my own party— 
of the Republican National Committee or any member of the head- 
quarters staff of the national committee should use his or her position 
to receive any fee or receive any emolument of any type, but if it is 
just a matter of introducing someone to a departme nt I see nothing 
wrong with that. Itisa matter of a service or ganization. I think it 
all depends on how you do it. 

Mr. FLanaGan. Do you feel it would be proper, let us take what 
would be the typical case, some person walks into the headquarters 
of either national committee, some person from outside of Washing- 
ton, does not know his way around. 

In this case we will assume he is a Republican, he happens to be up 
at Republican headquarters, he says, “I would like an appointment 
to discuss a loan with somebody in the RFC.” 

Do you think it is proper then for a representative of your national 
committee to call up the RFC and try to make an appointment for 
that person? No fee involved, just merely that. 

Mr. Gaprrecson. Well, it is a twilight zone case. I personally 
would not. 

Mr. Fuanacan. Well, do you think it is proper for represent- 
atives to—— 

Mr. Gaprrecson. I might say that I personally, as long as I am chair- 
man of the party, would not practice before a Department of 
Government. 

Mr. Fianacan. That is not the question, Mr. Gabrielson. The 
question is: Do you think it is proper for a representative of the Re- 
publican National Committee or either committee to call up and make 
an appointment for a person in a Government agency / 

Mr. Gaprrerson. I think I would have to say “Yes” to that, Mr. 
Flanagan. I think it is proper but I must qualify it when I get 
through, that it is purely a matter of service, they don’t carry on the 
business for that person, they receive no fee or other emolument. It 

s just a matter of a personal courtesy involving that transaction. 

Mr. Franacan. Now do you think it 1s proper for a representative, 
paid or volunteer of either national committee, to make inquiries of 
Government agencies concerning the status of cases or matters pend- 
ing in those agencies ? 

Mr. Gaprtetson. Yes; I would think so, under the same conditions 
that I outlined before. 

Mr. FtanaGan. As long as they are not getting a fee for it ? 

Mr. Gasrierson. Fee or any other compensation. 

Mr. Franacan. That is right. 
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Mr. Gaprietson. Or any emolument of any type. I think that no 
member, the chairman or that no member of the national committe: 
should use that position to benefit themselves. 

Senator Nixon. In that connection, what gifts have you receive 
as chairman of the national committee from the people that you 
represent ¢ 

Mr. Gaprtetson. Fees, gifts? 

Senator Nixon: Yes. 

Mr. Gaprietson. I have received no gifts. You mean for repre 
senting anybody ¢ 

Senator Nixon. Have you received any gifts from your company / 

Mr. Gapsrtetson. No, sir. 

Senator Nrxon. Have you received any gifts from anybody who 

‘ame to Washington and for whom you made an appointment ? 

Mr. Gasrrerson. Never. 1 certainly have not, and I would not 
under any circumstances. 

Mr. Fianacan. Do you feel it is proper for any representative of 
either committee to introduce constituents to Government officials in 
connection with matters pending before the agency, to take them 
over to the agency and introduce them ? 

Mr. Gaprietson. Yes, I think that is all right under the same 
limitations. 

Mr. Fianacan. Under the same limitations. You feel that is 
proper as long as they are receiving no fee or other gratuity or 
emolument ¢ 

Mr. Garsrietson. You are not talking about members of the com- 
mittee. You are talking about headquarters. 

Mr. Fianacan. I am talking about members of your headquar- 
ters staff. 

Mr. Gaprrecson. That is right. 

Mr. Fianacan. Do you feel it is proper for a member of either 
national committee or a representative, I should say, of either na 
tional committee, to go to a Government agency and plead or advo- 

cate, act as an advocate in connection with a matter pending before 
that agency ¢ 

Mr. Gasrietson. No, I do not. 

Mr. FianaGan. You do not think that is proper? 

Mr. Gapsrieison. No, I think that they should not do that. 

Mr. Franacan. Do you think it is proper for any representative 
of the national committee to accept fees in connection with matters 
pending before Government agencies ¢ 

Mr. Gaprierson. I certainly think they should not receive fees. 

Mr. Fianacan. Do you think that they should receive salaries or 
any other emoluments in connection with matters pending before—— 

Mr. Gaprigtson. No, I certainly do not. 

Senator Nixon. Mr. Gabrielson, at that point your own status of 
course would be questioned. As I understood the question, it was, 
should anybody who has dealings with the Government accept an) 
salaries ? 

Mr. Fuanacan. That is right. 

Mr. Gaprietson. 1 thought he was referring, Senator, to acting 
as a representative for somebody. I distinguish very 

Senator Nixon. I just hope you understand the question. 
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Mr. Gaprietson. I distinguish very clearly between somebody call- 
ing up and saying, “Will you go before some board and we will give 
you $1,000 or $2 2,000," and the fact that I am the president of C arthage 
Hydrocol. 

Senator Nrxon. You are on salary. 

Mr. Gasritecson. That is right, but I am not being paid to do that 
particul: ir job as such, you see. 

Senator Nixon. Yes, but you are a salaried employee of Carthage 
Hydrocol. I am not going to call it Hadacol. You are a salaried 
employee of this company. 

Mr. Gaprietson. Yes, sir. 

Senator Nrxon. You make contacts with Government agencies as 
part of your duties as the president of that company. 

Mr. Gaprretson. As the president of Carthage Hydrocol. 

Senator Nrxon. Now as I understood your answer to the question, 
you indicated that such action would be improper because the question 
was, should a salaried or volunteer employee of a national committee 
do business with the Government. Will you state the question again / 

Mr. FianaGan. Yes; 1 will try to clarify it. 

Mr. Gaprietson. Maybe, Mr. Flanagan, we would get a better start 
with this if you would restate the question. 

Mr. FLuanacan. Do you think it is proper for any representative 
of the national committee to handle matters before agencies of the 
Federal Government in those cases where they are receiving a fee 
or a salary or any other emolument ? 

Mr. Gaprrevson. Well, I would think that a lot of it would depend 
upon whether you are an officer of a company. I think it makes a 
great distinction. 

Mr. Fuanacan. I did not understand that last. 

Mr. Gaprietson. I think there is a great distinction between my 
being the president of Carthage Hydrocol and president long before 
I became chairman of the national committee. 

I think that is an entirely different situation than my taking on an 
assignment of a new client or a new representation, and then going 
before a Department, which I would not do. 

Mr. Fianacan. In other words, you think that it is all right for a 
representative of the national committee to handle matters before 
Government agencies as long as they were handling that matter before 
they became associated with the national committee. Is that what 
you are trying to say? 

Mr. Gasrieison. I would think so, yes. Ithinkso. You are getting 
ina great big twilight zone here, you know, Mr. Flanagan. 

Mr. Franacan. I appreciate that, and those are problems that we 
have had before us for several days here now. 

Do you feel that it is proper for a national committeeman from any 
State to accept a fee or a salary in connection with matters pe ondin ig 
before a Federal agency? 

Mr. Gaprreson. Well, now you are in a larger twilight zone, but 
I will give you the benefit of my judgment. 

Mr. Fianacan. I might state for the record one of the reasons 
that we would like your views on this, I believe Senator McCarthy has 
referred two cases to us involving State committeemen, and their 
activities before the RFC, and we are now in the process of investigat- 
ing those cases. 
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Mr. Gaprrerson. Well, let us just think about that a minute. If a 
man who is a member of the national committee, and let us say he is a 
lawyer 

Mr. Firanacan. Yes, sir; most of them are. 

Mr. Gaprrecson. Well, not all of them. We have a few that are not 
lawyers, but most of them are, and he has established a regular law 
practice in his home city, and in the carrying on of that lew practice, 
that particular client, a regular client of his ‘offic e, wants him to come 
to Washington to handle some of their transactions. I can see under 
that situation nothing wrong with it. But if somebody is employing 
him because he is a member of the national committee and asks him 
to do a job because of his possible influence, if you want to call it— 

Mr. Franacan. That is not my question. My question 

Mr. Gaprrecson. It is my answer, and I am having: 

Mr. Fianacan. I will reframe my question and try to work it out on 
a common ground. 

Do you feel that a national committeeman in a State can properly 
represent a client for pay, either salary or fee in a matter pending 
before a Federal agency? 

Mr. Gasrrerson. Under certain conditions; yes, sir. 

( Conferring. ) 

Mr. Franacan. And those conditions would be what ? 

Mr. Gaprietson. Those conditions would be about all how he was 
representing them, and on what the background of the representation 
was. 

Mr. Franacan. Would you use the same rule of thumb that vou 
used in the other case, that if it was an old client or some matter that 
had been continuing, that it would be proper for him to handle it after 
he became a national committeeman ¢ 

Mr. Gaprretson. No, I would still think it all depended upon how 
he handled it. I still think it is possible for a man that lives outside 
of the city of Washington to come here in a representative capacity 
as an attorney and practice before the Departments of Government in 
a perfectly proper and legal way and a perfectly ethical way. I still 
think it is possible for other men to come here and practice just the 
opposite. Now I do not know where you are going to draw any 
legislation. 

Mr. Franacan. Incidentally, when did you become a national com- 
mitteeman of the Republican National Committee ? 

Mr. Gaprretson. Oh, in January of 1944. 

Mr. Franacan. Was that before you were engaged by Carthage 
Hydrocol ? 

Mr. Gaprretson. This was after I was engaged by Mr. P. C. Keith 
in setting up hydrocarbon research. 

Mr. Firanacan. And I assume that you feel all of your contacts with 
the RFC and there were several of them from 1946 on, while you were 
a national committeeman—where from, New Jersey was it? 

Mr. Gaprretson. Yes, sir. 

Mr. Fuanacan. Were entirely proper ? 

Mr. Gaprretson. Yes, sir; I certainly do. 

Mr. Fianacan. I have no further questions. 

Senator Hory. Are there any further questions ? 

Senator Nixon. Yes; I have a question. 
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You feel it is proper for the chairman of either national committee 
to pay money for services rendered to an employee of the RFC or any 
other Government agency ? 

Mr. Gaprrevson. I certainly do not. Your question was, Is it 
proper ¢ 

Senator Nixon. Is it proper; yes, sir. 

Mr. Gaprietson. My answer is, It is not proper. 

Senator Nixon. The diary of Mr. Willett shows that Mr. Gratz on 
two occasions contacted Mr. Willett on the Hydrocol matter. Do you 
recall any conversations with Mr. Turney Gratz on this matter? 

Mr. Gasriretson. Who? 

Senator Nixon. Mr. Turney Gratz, G-r-a-t-z? 

Mr. Gaprretson. In connection with Carthage Hydrocol? 

Senator Nixon. Yes. 

Mr. Gaprretson. Certainly not. 

Senator Nixon. The diary is not too clear on this point. It says 
Mr. Gratz 

Mr. Gaprietson. You are sure it was not Hadacol ¢ 

Senator Nixon. Well, he has since had a connection with Hadacol, 
and I wonder if it may be a typographical error. I am not sure. 
| Conferring. | 

Mr. Gasrietson. Turney Gratz, to my knowledge, has had no con- 
nection, directly or indirectly, under any circumstances with Carthage 
Hydrocol. 

Mr. Fuanacan. I might state for the record here, Senator, it was 
brought up—I think Senator Mundt asked the question earlier this 
afternoon, about Mr. Gunderson’s activities with the RFC in the sum- 
mer and early fall of 1950. 

Senator Munpr. I tried to find out when he terminated. 

Mr. FLanaGan. His actual termination date was October 12, 1950. 

Until July 1, 1950, to the date of his termination, he was present at 
these following Board meetings and participated: 

In July: On July 3, 5, ‘, 11, 12, 13, 17, 18, 19, 20, 24, 25, and 26. 

In August: The 23d, 24th, and 25th. 

In September: The Sth, 6th, 7th, 8th, 11th, 12th, 13th, 14th, 18th, 
19th, 20th, and 28th. 

In October: The 2d, 3d, and 5th. 

Senator Hory. Are there any further questions? 

Mr. Gabrielson, we thank you for your appearance before this 
committee. 

Mr. Gapsrretson. Mr. Chairman, am I excused now before this 
committee ? 

Senator Horry. You are excused; yes, sir. 

Mr. Gapsrretson, The reason I ask is that I have a trip planned 
starting the first part of next week through to the west coast. 

Senator Hory. You are excused, and if anything should arise that 
we need you again we will call you sometime, but you are excused so 
far as everything now appears, 

Mr. Gaprretson. Thank you. 

Senator Hory. The committee will meet again in the morning at 
10 o'clock. Mr. Gunderson will be the witness. 

(Whereupon, at 5:50 p. m., the committee adjourned to reconvene 
at 10 a. m. on Friday, October 5, 1951.) 
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FRIDAY, OCTOBER 5, 1951 


Unirep Srates SENATE, 
INVESTIGATIONS SUBCOMMITTEE, 
CoMMITTEE ON EXPENDITURES IN THE EXxecurivE DEPARTMENTS, 
Washington, D.C. 

The subcommittee met, pursuant to adjournment, at 10:15 a. m. in 
room 357, Senate Office Building, Senator Clyde R. Hoey (chairman) 
presiding. 

Present: Senator Clyde R. Hoey, of North Carolina; Senator John 
J. MeClellan, of Arkansas; Senator Hubert H. Humphrey, of Minne- 
sota; Senator Karl E. Mundt, of South Dakota; ; and Senator Richard 
M. Nixon, of California. 

Also present: Francis D. Flanagan, chief counsel; Howell J. 
Hatcher, chief assistant counsel; Carmine S. Bellino, accounting con- 
sultant; Jerome S. Alderman, assistant counsel; William A. Leece, 
assistant counsel; and Ruth Young, clerk. 

Senator Hory. The committee will please come to order. 

Mr. Gunderson, you were sworn in the other hearing, but this relates 
to Mr. Gabrielson; I will ask you to stand up and be sworn. 

Do you solemnly swear that the testimony you give in this hearing 


shall be the truth, the whole truth, and nothing but the truth, so help 
you God? 


TESTIMONY OF HARVEY J. GUNDERSON, WASHINGTON, D. C. 


Mr. Gunperson. I do. 

Senator Hory. Have a seat, Mr. Gunderson. Mr. Flanagan, you 
may proceed with the investigation. 

Mr. Firanacan. Mr. Gunderson, how long were you associated with 
the RFC? 

Mr. Gunprrson. Eighteen years. 

Mr. Fuanacan. What dates? 

Mr. Gunperson. From the Ist of December 1932 until the 6th - 
October 1950, except for a period of about 2 weeks in the fall of 193: 
when I resigned and returned to the practice of law in South Tislete. 

Mr. FtanaGan. When were you appointed a member of the Board 
of ee ‘tors of the RFC? 

Mr. Gunverson. In October 1945. 

Mr. Fianacan. And you held that position—did you not—until 
October 1950? 

Mr. Gunperson. That is correct. 

Mr. Fianacan. Are you a Republican member of that Board? 

Mr. Gunperson. Yes, sir. 
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Mr. Fianacan. One of the jobs that was given to you—assigned to 
you by the Board—was the task of following up, handling the details 
in connection with the Hydrocol loan, was it not? 

Mr. Gunverson. That is partially correct. At the time that Mr. 
Goodloe was Chairman of the Board he asked me to particularly watch 
it, but at the same time there was nothing ever done on the Carthage 
loan of any consequence that the entire Board did not go into thie 
details before they took any action, and there was no time when any 
action taken on the loan did not go through the regular channels. 

Mr. Franacan. I understand that any action of the Board or the 
directors had to be presented to the full Board ? 

Mr. Gunperson. My function was a little more aggressive than the 
others in an attempt to keep myself informed as to the progress of the 
construction of that plant. 

Mr. FianaGan. Was there anything unusual in that arrangement; 
in other words, did other directors in a similar manner follow other 
loans ? 

Mr. Gunprrson. Not widely. At one time, during the time that 
Mr. Schram was Chairman of the RFC, it was rather widely followed. 

Subsequently, there was a period when we made no attempt to 
divide attention to loans between the directors, but I would say that 
we did not do it in all cases. ‘This committee has testimony that Mr. 
Dunham, for example, looked after the Lustron loan, and there were 
loans that each director made it a point to be more fully informed on 
than would be normal. 

Mr. Fuanacan. Would it be a fair assumption that it was not an 
uncommon thing for one director to follow some important loan or 
some particular loan ¢ 

Mr. Gunperson. No; it was not uncommon. At the same time there 
were only a relatively few loans of this category in the RFC. I am 
sure there was not over, maybe, half a dozen that required special 
attention. 

Mr. Fiuanacan. Approximately when were you given the assign- 
ment—the task by the Chairman of the Board—to more or less follow 
this loan / 

Mr. Gunperson. I would say sometime after all three loans had 
been made, because up until all of the loans had been made we partici 
pated in all of the discussions, as I recall it, as a group. I mean, all of 
the Directors—those who were there—talked every time Mr. Keit 
came down. 

Mr. FLanacan. Sometime after April 1949? 

Mr. Gunverson. That is right. 

Mr. Franacan. You were given the job of seeing how this— 

Mr. Gunverson. Yes; that is right, and that was not a formal 
assignment, you understand. There was nothing formal about it. 

Mr. FLanacan. It was an informal arrangement with the Chair- 
man of the Board at that time? 

Mr. Gunperson. That is right. 

Mr. Fianaean. In your testimony before the Fulbright subcomm: 
tee studying the RFC, I note in your testimony of July 10, which 
appears on page 440 of the prep: ured testimony, that Senator Fulbrig 
was questioning you concerning attempted political pressure in the 
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RFC, was asking you various questions, and I will read a few of these; 
I want your explanation. | Reading : | 


Senator Futsricut. Have you ever been put under any pressure by anyone 
attached to political party headquarters; that is, the Democratic National 
Committee? 

Mr. GUNDERSON. No. I have had calls from people whom I know on the Demo- 
cratic Committee asking me to see people. That is as far as it has 

Senator FuLsricgur. They never asked you to make 
requested it? 

Mr. GUNpDERSON, They have asked me to try to help somebody 
to help them. 

Senator FuLsricHt. Do they doit as a regular matter? 

Mr. GUNDERSON. I do not believe I have had over two such calls since 
been a Director, and that is 5 years. 

Senator Futsricut. Two? 

Mr. GUNDERSON. Two. But I would not normally be the one 

Senator FuLsrieut. Who would that be? 

Mr. GuNDeRSON. I would think that the Chairman would get 
calls, and there are more than the ones I have had. 

Senator Futsricnr. Are you one of the Republican members of the Board? 

Mr. GuNpDERSON. Yes: I am. 

Senator Futsrigut. Then they naturally would not call you. Has the head of 
the Republican National Committee ever called you? 

Mr. GUNDERSON. No, sir. 


fone, 


a loan to anybody or 


, and I have tried 
> I have 


they would call. 


most of these 


Mr. Gunperson. That is correct. That testimony is absolutely cor- 
rect. Mr. Gabrielson has never called me in connection with a loan 


made by the RFC. 

Mr. Franacan. What would you 

Mr. Gunperson. If you will examine that testimony, you will see 
that Senator Fulbright was referring to whether or not anybody had 

called me in connection with RFC m: iking aloan. That is in the initial 
sentence, and I stated that to Senator Fulbright, and I reiterate it 
today. 

Mr. Fianacan. Of course, you distinguish between being called 
concerning a loan, before the loan is granted, and being called con- 
cerning the servicing of a loan after it was granted ? 

Mr. Gunverson. There is a difference between black and white. 

Mr. FranaGan. There is a difference; I agree. 

Mr. Gunperson. There is a tremendous difference. After the loan 
is made we have to service it. You cannot get away from that. I 
mean, when I told Senator Fulbright then, I meant it, and I mean the 
same thing today. 

Mr. Fuanacan. Yesterday I believe you were present here, Mr. 
Gunderson, when we reviewed with Mr. Gabrielson these calls. 

Mr. Gunperson. Yes, sir. 

Mr. Fuanacan. And these contacts he had with you after he be- 
came national chairman. 

Mr. Gunperson. Yes, sir. 

Mr. FuanaGan. And, to the best of my recollection, there was indi- 
cation of some 19 such contacts. 

Mr. Gunperson. At this point—— 

Mr. Fuanacan. Iam sorry; 17. 

Mr. Gunperson. At this point, Mr. Flann: agan, may I make a state- 
ment in connection with the records that I turned over to you? 

Mr. Fianacan. Yes; I was going to ask you that, and I wish you 
would. 

Mr. Gunperson. At no time as a Director of the RFC did I keep 
a diary. At no time did I keep any other record personally. My 
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administrative assistant, Mrs. Stout, kept a record of uncompleted 
telephone calls, both made to her and to me, and made by her both for 
herself and for me, as well as a record of future appointments that I 
had in the next few days. 

That record is the record that I have turned over to you. And in 
connection with occasions on which Mr. Gabrielson visited me in my 
office I believe the record to be complete, as well as on the occasion 
when I had lunch with him or had asked him to lunch, as I did on 
two or three occasions. 

As to the telephone-call entries, my best recollection is that during 
these 5 years I was a director, or the last 4 of which this loan existed 
in the RFC, I only talked to Mr. Gabrielson on one or two occasions, 
probably not over two, personally on the phone; and to my best reco] 
lection one of those was an oceasion on which he called the office and 
was coming down and desired to have lunch. And Mrs. Stout asked 
me if I wished to talk to him, and I did. And on the other occasion 
it Was in connection with some procedure. 

I am not saying this to indicate that there is anything unusual, be- 
cause all of my appointments, practically all of my appointments, 
were made by Mrs. Stout; and also during the last few years I was 
there, because I had to attend Board meetings as well as be up here 
before committees of the Congress quite frequently, Mrs. Stout did 
all that. 

She would take messages for me and transmit them or receive mes- 
sages and transmit them. And, if she failed to complete the trans- 
mission of a message on one day, she would repeat the person’s name 
on the next day. 

Now, I explain all that because I do not believe that, to the best 
of my recollection, I talked to Mr. Gabrielson either before or after 
he was national chairman as many times as the record I provided you 
with would indicate his office was in contact with my office. 

I am sure that our offices were in touch with each other. There is 
no point made about that. 

Mr. Fuanacan. Well, we certainly want to straighten this record 
out, Mr. Gunderson. 

For example, let us take March 1, 1950, entry. It merely says, “Mr. 
Gabrielson phoned from New York.” 

Would that indicate that he merely got hold of your administrative 
assistant and probably did not talk to you, and for that reason—— 

Mr. Gunperson. That is right. 

Mr. FLanaGan (continuing). That appeared in the book ? 

Mr. Gunperson. Completed calls do not appear in that book. An) 
time anybody called the office and I was there and took the eall, there 
is no record of it. 

Mr. Fuanacan. And to the best of your recollection you talked 
on the telephone to Mr. Gabrielson only on two occasions since he 
became national chairman ? 

Mr. Gunpverson. I would say since we had the loan. 

Mr. Fuanacan. Since you had the loan? 

Mr. Gunperson. That is right. 

Mr. Firanacan. How many times since he became national chair- 
man ¢ 

Mr. Gunperson. Well, I do not know. That is August of 1949. I 
would be inclined to think that probably it was not over once, because 
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I would be inclined to believe that I talked to him at least once on 
the phone before that, but there is no significance to what I am saying, 
because there is no question—if I wanted to see Mr. Gabrielson, | 
would tell Mrs. Stout to try and arrange for me to have lunch with 
him. And, when he came down either for meet ings at the office or to 
see me at lunch, he would eall the office and Mrs. Stout would make 
the arrangements. 

Mr. FLANAGAN. Can you recollect, either from refreshing your mem 
ory from this oflice record or any other way, how many occasions you 
had conferences with Mr. Gabrielson after he became national chair- 
many; that is, conferences in your office—not these luncheons but con- 
ferences in your office or in his office in regard to this case? 

Mr. Gunperson. After looking over these records that I gave you 
and thinking about it since I t: alked to you last week, I cannot remem 
ber more than two occasions. That was April 28 and April 5 

Mr. Fuanacan. And your record also indicates, 1 think, that on 
several occasions during this period that Mr. Gabrielson was national 
chairman you had lune h with him seven times; is that correct ? 

Mr. Gunperson. Well, my recollection of what my books show does 
not show that. I would say it showed three times: is that correct / 

Mr. Fuanacan. Three or four? 

Mr. Gunperson. I might be in error, but before I gave you those 
books I made a record of it myself, and , only have three, but I may 
have missed some. I have a total over a 4-year period of one, two, 
three, four, five, six, seven, eight—eight shiek that I had lunch with 
him over a 4-year period ; that is from—— 

Mr. Fuanacan. A 4-year period ¢ 

Mr. Gunperson. That is between 1948 and June 20, 1950. And 
that isall I havea record of or any recollection of. 

Mr. Franacan. Would you quickly just go through these. On 
November 9, 1949, lunch with Guy Gabrielson, Mayflower Hotel. That 
would indicate that you had lunch with him there; would it not 2 

Mr. Gunprrson. What date was that ? 

Mr. FLuaAnAaGan. November 9, 1949. 

Mr. Gunprerson. I do not have any record of that. If it is in my 
book, I would say—— 

Mr. Fuanacan. It is in the book. 

Mr. Gunperson. It is¢ I would not question it if it is in the book. 
It is probably correct. 

Mr. FuanaGan. February 3, 1950, lunch with Mr. Gabrielson. 

Mr. Gunperson. That is correct. 

Mr. FuanaGan. March 3, 1950, lunch with Gabrielson and Frank 
Dawson at Mayflower; is that correct 

Mr. Gunpverson. I do not have that one; but you mentioned that yes- 
terday, and I would assume- 

Mr. Fuanacan. March 10, Mayflower, Mr. Gabrielson, Sother, and 
Gunderson. 

Mr. Gunpverson. Is that 1950? 

Mr. Fuanacan. Yes: March 10, 1950. 

Mr. Gunperson. I missed a couple of those then. 

Mr. Fuanacan. April 5—we will skip that. 

Mr. Gunperson. April 5 was a meeting in the office. 
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Mr. Fianacan. That is right; we will skip that. April 20, 1950, 
lunch with Mr. Gabrielson. 
Mr. Gunperson. That is correct. June 20 is the next one. 


Mr. FLanaGan. May 17, met Mr. Gabrielson at his apartment, May- 
flower, for lunch. 


Do you recall that ? 

Mr. Gunperson. No, but—— 

Mr. Fuanacan. That is in the record. 

Mr. Gunperson. If it is in the book, that is probably correct. 

Mr. Fuanacan. Would that indicate that you did have lunch with 
him ¢ 

Mr. Gunperson. I would think so. 

Mr. Firanacan. The last is June 20, lunch with Mr. Gabrielson, May- 
flower—that is a total of seven. 

Mr. Gunperson. That is right, of which two or three were lunches 
at my request on matters that had nothing to do particularly with this 
loan. 

Mr. Firanacan. I was going to ask you that. On these occasions you 
would have lunch with Mr. Gabrielson, ‘ach time would it be for the 
purpose of discussing matters in connection with the servicing of the 
Hydrocol loan ¢ 

‘Mr. Gunperson. Yes. I would not say servicing -~ loan; I would 
say that all of my discussions, with the exceptions that I will reiterate, 
had to do with the progress of the construction of the Te the diffi- 
culties they were encountering in getting the plant going, and the 
steps that they were taking to correct those difficulties. ‘That was 
particularly true from August 1948 until June of 1950, because the 
plant, although the original starting up time of the plant had been 
January, Mr. Ed Willard, RFC engineer on this, had never believed 
that they would get it started before August of 1948. And, of course, 
it is not running on stream yet. Asa result of that I tried to follow as 
closely as I could and report to the other members of the Board the 
construction difficulties and the progress that they were making in 
solving them. And it was more convenient for Mr. Gabrielson and 
myse lf to meet at lunch than it was in the office, because I had very 
little time at that time. He was similarly situated. 

Mr. Franacan, When did you first have any discussions with Mr. 
Gabrielson concerning the approximate candidacy for the position of 
president of the New York Stock Exchange; do vou recollect 4 

Mr. Gunprerson. Yes, indeed; I reme miber all of that very well. It 
requires—I cannot give you a “yes” or “no” answer. 

Mr. Fuanacan. I do not want you to. 

Mr. Gunperson. I would like to tell you. 

Mr. Fianacan. I would like to have you explain. 

Mr. Gunperson. I would like to tell you the facts. 

Mr. Fianacan. We are interested in the full facts, and we want you 
to explain as fully as you feel you should. 

Mr. Gunperson. In April 1950, I appeared before Senator McClel- 
lan’s committee and opposed the President’s reorganization plan 
which would have transferred the RFC to the Department of Com- 
merce, 

Shortly after that occasion which, under normal conditions, would 
not have been an unusual circumstance, certain information came to 
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me that caused me some concern. And my best recollection is on 
April 20, the occasion of lunching with Mr. Gabrielson, that I called 

him and went over and discussed this whole situation, that situation 

with him, and asked his advice on what he believed I should do on 

that occasion. I think he gave me good advice, but I did not follow 

it. But it created circumstances where it became increasingly ap- 

parent that I would probably not be reappointed as a member of the 

RFC Board. 

1 immediately began to think in my own mind as to what I was go- 
ing to do after [ left the RFC. 

At that time we were in constant hearings with the Fulbright com- 
mittee, and we had a great real of work to do on a lot of difficult loans. 
And after thinking it over carefully myself and talking with my 
wife, I came to the conclusion that I would take no steps toward 
making a decision as to what I would do or attempt to take any steps 
in determining what I would do until I was actually out of the RFC. 

And during the period from about, from that occasion, from when- 
ever it was, it was the latter part of April, until I went on my vacation 
about July 26, I did not discuss, although I had innumerable oppor- 
tunities to discuss with many people, what I was going to do after I 
left the RFC 

On July 26, I left W ashington, after instructing my office to send 
my law books back to South Dakota, and I went up to northern Min- 
nesota on a vacation. 

On the 9th or 10th of August the President sent up the nominations 
for five members of the Board of Directors of the RFC. That did not 
include my name. I was advised of that by telephone. 

Mr. Fiuanacan. That was what date? 

Mr. Gunperson. It was August 9 or 10, and so far as I am con- 
cerned, I ceased to be an RFC director on that date, although I actu- 
ally attended meetings, and I will come to that. 

With this information I decided that I would not make any deci- 
sion as to what I was going to do for about 2 months—preferably 
delay it. 

I also decided that I would not tell anybody who suggested to me 
various forms of employment or courses of action that I was not in- 
terested, as I had done up until that time. So much for that situation. 

Then about August 20, Senator Fulbright called me and asked me 
to come back because his committee had decided to oppose the nomi- 
nations. And I interrupted my vacation and flew back to Washing- 
ton and was present the last 3 days of August—you gave those dates 
the other day—and assisted his committee in every way I could from 
that time out. 

However, realizing that I was not going to be on the Board, on any 
of the oc casions after August until October 6, which was my las st day at 
the RFC, I did not talk to anybody from outside the RFC or inside 
the RFC about RFC business, except the directors and except in a 
directors’ meeting. 

Mr. Franacan. When did you have this conversation with Mr. 
Gabrielson ? 

Mr. Gunperson. I think I had the conversation with Mr. Gabriel- 
son before hearing his testimony. I would have thought that he might 
have called me during August, because a number of people did, but I 
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guess it was at a lunch or at a meeting we may have had in the last 
part of August or the first part of September after I got back when 
he expressed some interest in what had happened and how I felt about 
it and what I was going to do. And he said that this position was 
open and would I consider it. I was not particularly interested in it. 
I told him I would provide him with a biographic: ] sketch and that 
I was not in a position to consider taking any job until I was com- 
pletely finished with the RFC. I had been told that might be quite a 
bit later than the date it was. I was told it might be Tua or 
January. I think it was about that time. And after that I waited 
until [ had been out of the RFC, which was October 6. 

I do not know what that date October 12 that you have is, except 
that it is possible I was not taken off the rolls until the 12th. 

Mr. FiuanaGan. I believe that is what it is. 

Mr. Gunperson. I was told on October 6 that Mr. Cosgriff, my suc- 
cessor, would be in and take the oath of office the following Monday 
morning. So I have not been back to the RFC since the 6th of Octo- 
ber in any official capacity. 

Senator McCiettan. May I ask you a question ? 

Mr. Gunperson. Yes. 

Senator McCLe.ian. I am not certain that I understand whether 
the conversation that you had with Mr. Gabrielson regarding the stock 
exchange position was after you knew that you were not going to 
continue on the Board of the RFC, after other names had been sub- 
mitted by the President. 

Mr. Gunprerson. | am sure it was after the other names had been 
submitted. 

Senator McCLe.tLan. In other words—— 

Mr. Gunperson. I remember. 

Senator McCietxan. In other words, the suspicions you had, based 
on information that you said you had received, had been confirmed by 
the action of the President in not sending your name for reappoint 
ment ¢ 

Mr. Gunperson. That is correct. 

Senator McCieinan. I thought that is what you meant or what 
vou said. 

Mr. Gunperson. It was a considerable time after that, I would say 
almost a month. 

Senator McCietitan. After it was known? 

Mr. Gunperson. That is right. 

Senator McCiettan. By the action of the President himself in 
not submitting your name for reappointment that the conversation 
was had with Mr. Gabrielson, whatever it was, regarding your—— 

Mr. Gunerson. That is right. 

Senator McCiettan. Being interested or considering the position 
with the stock exchange ¢ 

Mr. Gunperson. That is correct. 

Senator McC.Lettan. Now go ahead. I just wanted to clear that up. 

Senator Munpr. May I say I am very happy that you did that, 
because I think it would be a gross injustice to Mr. Gunderson, who 
has been highly complimented by all of the Senators of the Banking 
and Currency Committee investigating RFC and by people pretty 
generally, if the implication were to get out that he had been soliciting 
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a job or approached the New York Stock Exchange or had been 
approached by them at a time when he was expecting to continest on 
the RFC Board. 

I will say with a salute to the reporters who have been covering 
this, they have done a very fine job. I did not see anything that mis- 
represented that fact in the press, i I did hear a couple of radio 
commentators last night who certainly gave the public a very slanted 
opinion of the testimony in that connection. 

It should be said in the record square and clear, because this com- 
mittee has never been in the business of smearing and, certainly, few 
of the reports emanating yesterday would be in the nature of a smear. 
That is true in the light of the fact that you have just developed. 

Senator McCLetian. I may say to my colleague in the Senate that 
is what prompted me to clear the record. I believe some implications 
have been drawn from commentators, and probably from the press, 
to the effect that this was a negotiation that was carried out at the 
same time that other negotiations regarding the loan were in process 
and, therefore, m: iy be holding out some inducement to you to influ- 
ence your decision with reference to matters then pending before the 
RFC. And for that reason I thought I understood you to mean that 
it all happened after you knew you were going out, and I wanted to 
make the record completely clear. 

Mr. Gunperson. I would like to make—— 

Senator Nixon. May L ask a question at that point ¢ 

Mr. Gunperson. Yes, indeed. 

Senator Nixon. I think Senator McClellan has summarized the 
possibilities of implications which could have arisen from these bare 
records as first presented to the committee of Mr. Gabrielson’s effort 
to get your name considered by the directors of the New York Stock 
Exchange and by the fact that at that time you were still at least 
nominally a director of the RFC. 

Now you have testified that at the time you talked to Mr. Gabrielson 
you knew then that you were going to be leaving the RFC. That is 
the fact as I understand it. 

Mr. Gunperson. That is the fact. 

Senator Nixon. The further fact that I would like to develop is 
this, although you did know then that you were going to leave the RFC 
at the time you talked to Mr. Gabrielson, was there any possibility of 
your taking any action, either with the rest of the Board of Directors 
or individually, which could have affected the matters Mr. Gabrielson 
was interested before the RFC? 

Mr. Gunprerson. Senator Nixon, I want to be perfectly fair about 
that. I would say that there was absolutely no possibility of my 
taking any action on a matter involving a policy decision or a con- 
troversial matter in the RFC. And I did not participate in any 
actions of the RFC, nor did Mr. Hise, from the time the President 
announced the appointments until we both left. If some trivial change 
in a resolution had come, I do not know whether I would have acted 
on it or not at that stage. I mean that is something I would have had 
to decide at the time, but there was nothing pending, and I did very 
little at the RFC after I got back because of the implications of the 
situation, 

Senator Nrxon. Did you have any conversations that you recall with 
Mr. Gabrielson or with any of the representatives of the Carthage 
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Hydrocol Co. after Mr. Gabrielson had this conversation in regard to 
the New York Stock Exchange position ? 

Mr. Gunverson. No, I donot. I had a later conversation with Mr. 
Gabrielson, the latter part of October, in which, to the best of my 
recollection, he advised me approximately what was in the memoran- 
dum that was read here. And I thanked him for the information. 
And about the ist of November I completed making my decision as 
to what I was going to do, and I advised Mr. Gabrielson at the time 
that I would appreciate him doing nothing further. I had no knowl- 
edge that he had even done that. 

Senator Munpr. You are talking about this New York Stock Ex- 
change now ¢ 

Mr. Gunperson. Yes,indeed. Imight also add that I was fortunate 
enough to have quite a number of people call me in August, as early 
as August, suggesting various things for me to do. And I put them 
all off until after I told them that I did not know when I would be 
through at the RFC—I would not consider anything until after that, 
but I certainly did not close the door. And that was exactly the situa- 
tion with Mr. Gabrielson. 

To the best of my recollection, up until this point, I have never asked 
anybody to help me get a job, nor have I ever asked for a job. 

Senator Nrxon. The record of the RFC that was prepared for this 
committee bears out what you have said, that no RFC action was taken 
in this period in controversy. 

I would like to ask the committee counsel at this time, however, 
whether his investigation of the record, other than the memorandum 
which the RFC prepared for this committee, indicates any action 
which does not appear in the printed record. 

Mr. Fianacan. The staff of the committee has not had an oppor- 
tunity to go through the entire file, which is very voluminous, as Mr. 
Gunderson knows, and consists of 40 or 50 volumes. 

Senator Nixon. I am speaking only of this 15-day period. 

Mr. FLranacan. We are in the process of now going through that. 
To date we have found nothing in the record indicating that Mr. 
Gunderson, or the RFC, took any policy decisions or any decisions 
in connection with the Carth: ige Hydrocol. 

Senator Nixon. In other words, your investigation to date of this 
period we are interested in, indicates no action by Mr. Gunderson 
on this matter ? 

Mr. Fuanacan. That is right. 

Senator Munpr. As a further little happy entremets to this phase 
of the hearing which is pretty well buttoned down, so far as the 
implications of the New York Stock Exchange are concerned, let me 

say while this particular South Dakota boy failed to be elec ted presi- 
dent of it, another South Dakota boy made it, so that the New York 
Stock Exchange is in safe hands. 

Senator Hory. South Dakota has some pretty good men sometimes. 

Senator Munpr. We do in the stock exchange. 

Senator Nrxon. What position do you now hold 

Mr. Gunperson. I am the eastern representative of the Trans- 
america Corp., with offices in Washington, D. C., and in business for 
myself both in the District and in South Dakota. 

Mr. Franacan. Mr. Gunderson, at any time since 1945, have you 
received, or at any time have you ever received, any gift or gratuity, 
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either directly or indirectly, from any person connected with Carthage 
Hydrocol or any of its subsidiaries? 

Mr. Gunberson. Excluding—the answer to that is “No.” 

Mr. Fuanacan. The answer to that is “No?” 

Mr. Gunperson. I was going to say, excluding lunches. I did not 
think you meant lunches. 

Mr. Fuanacan. We are not talking about that. 
Have you ever had any financial “dealings or transactions of any 


kind 

Mr. Gunperson. None at all. 

Mr. Fianacan. With any person or company connected directly or 
indirectly with Carthage Hydrocol ¢ 

Mr. Gunpverson. Not only not with Carthage Hydrocol, but 
with anybody else. 

Mr. Fianacan. I have no further questions. 

Senator Nrxon. May I ask this in regard to the question I asked 
you previously, you are now with Transamerica / 

Mr. Gunperson. That is correct. 

Senator Nixon. At the time you were at the RFC, what business, 
if any, did Transamerica transact with RFC? 

Mr. Gunperson. So far as I know, 
acted any business with RFC 

Senator Nrxon. Just let me say for the record at this time that it 
is very good to have come before this committee, a witness formerly 
with RFC who did not take a position with one of the borrowers for 
whom he did work. 

Mr. Gunperson. On that, = nator, as I testified before Senator 
Fulbright’s committee, over 17,400 RFC people left the RFC in a 
period of 4 years, and only 98 of them ial jobs that could be con- 
strued with borrowers. So I think there are a lot of other people 
entitled to credit. 

Senator Nixon. Unfortunately, of course, this committee in many 
instances get details only of those who were involved, and I am glad 
you brought that point out, because, as a matter of fact, the great 
majority, not only of RFC people. but of other Government workers, 
are of the highest integrity. And the purpose of this committee is, 
of course, to expose those who are not so that we can remove any doubt 
or suspicion that may be raised as to the others. 

Senator McCietian. Mr. Gunderson, 
three questions. 

Mr. Gunperson. Yes. sir. 

Senator McCreiian. If you please. First, I gathered from your 
testimony in response to questions by Mr. Flanagan that from the time 
you testified, or soon after you testified before this committee, and 
ener your opposition to the reorganization plan submitted last 
year for the RFC which would have transferred the RFC to the 
Slovenian of Commerce, you received information that you would 
probably not be re appointed on the Board of Directors, is that correct ? 

Mr. Gunprerson. That is correct. 

Senator McCiettan. Would you care to disclose—I do not ask you 
to do so if you violate any confidence—would you care to disclose the 
source of that information—— 

Mr. Gunperson. Well, Senator—— 
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Senator McCie.ian. Just the character of it, so that we can deter- 
mine—or give us any information you have that convinced you that 
vou would not be r “appointed, because of your having appes ired before 
a congressional committee, in expressing your honest views on the 
reorganization plan. 

Mr. GuNprrson. Senator McClellan, I would prefer not to give any 
detailed information about that in a public hearing. I w ould be glad 
to give it to you in an executive session, but I can say that the cir- 
cumstances that I am referring to I do not believe arose completely 
from the fact that I appeared before your committee, and I did not 
mean to so imply. 

Senator McCietian. I gained that inference from your testimony. 
And if it is not correct, I want to clear it up, beeause—— 

Mr. Gunperson. That is quite correct. 

Senator McCLetian. | had that impression. 

Mr. Gunperson. I believe that under different circumstances the 
fact that I appeared before your committee as I did would have made 
no difference at all. 

Senator McCie.tian. So there were other reasons? 

Mr. Gunperson. There were other reasons. 

Senator McCietian. Associated with it? 

Mr. GUNDERSON. one is right. 

Senator McCie.xan. I do not insist that you go into them. I just 
wanted to be certain that I understood your testimony. 

Mr. Gunpberson. That is correct. 

Senator McCietian. Frankly, I have been one of those who have 
felt that when a committee cf Congress subpenas or requests the pres- 
ence of any Government official to ; testify before it the Congress and 
the committee are entitled to the witness’ judgment and rec ommenda- 
tions and not merely to follow any administration policy as such un- 
less th: : conviction is shared by the witness himself. 

Mr. Gunperson. That is correct. 

Senator McCLeLLtan. Sometimes I wonder whether we get the bene- 
fit of the judgment and wisdom of the witness. 

Regarding these different meetings, whether there were 17 con- 
tacts, or whatever number there were, with Mr. Gabrielson regarding 
the loans of the company that Mr. Gabrielson is interested in and 
president of, could you have properly performed the duties of your 
office in keeping informed of the ae made in the construction of 
this plant and in supervising the loan, or, rather the disbursements of 
the money as the work progressed anon being in contact with some- 
one who knew and could advise you ? 

Mr. Gunperson. No, I could not. 

Senator McCeiian. Were these contacts with Mr. Gabrielson and 
your conferences with him, whether at lunch, in your office, or else- 
where, regarding the business of the company with the RFC; were 
they strictly in line of the performance of the duty you felt you owed 
to the Government in the position and in the capacity you occupied as 
a member of the Board ? 

Mr. Gunperson. Yes, sir; absolutely. 

Senator McCLe.tnan. Did you pass on to the Board, after your con- 
ferences with him, the information that you got from him regarding 


the progress of the work and the diffic ulties that were bei ing encoun- 
tered ? 
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Mr. Gunperson. I saw that the Board was fully informed. Of 
some of the technical aspect, although I was advised of them, 1 would 
thereafter request Mr. Gabrielson or Mr. Dawson or other people 
on their staff to discuss that with Mr. Willard of the RFC staff and 
Mr. Hoover. And Mr. Willard and Mr. Hoover would then report on 
information they obtained to the Board. But I did make it a point 
that the Board was informed on all the information I received, either 
directly or indirectly. 

Senator McCie.xan. I understood in answer to a question from Mr. 
Flanagan, you said a member of the Board was not assigned maybe 
to supervise or service all loans, and you distinguished between this 
one and a great majority of the others, I assume ‘because this was one 
of the few that were construction loans rather than loans for the 
operation of a business; is that not correct 

Mr. Gunperson. That is correct. And also we felt that there was 
a tremendous public interest in this loan as well as an unusual element 
of uncertainty, because although we had been advised that except for 
the oxygen plant in this process that most of the remainder of the 
process was taken from the Fischer-Tropsch method of synthesis used 
in Germany. 

The fact remains that this was the first plant of this character and 
size made in the country. As a matter of interest, the thing that I 
found that was very interesting in connection with it was that all 
of the failures of equipment that Carthage has encountered has not 
been with the equipment that was new, that was being pioneered; 
the failures have been with standard things like shafts in generators 
They have had to put in—I think Mr. Willard was telling me yester- 
day that they had 12 new rotor shafts in the generators. It is a large 
generator. It was one that had not been built of those dimensions 
before. However, those were the difficulties. And there have been 
many of them. 

And we tried to keep ourselves fully informed and as helpful 
possible in seeing that they were solved. 

Senator McCieuian. I gathered the impression that the Board 
recognized this as a calculated risk from the beginning / 

Mr. Gunperson. That is correct. And we also believed when the 
loan was made that if this process failed the use of these facilit.es 
as a regular oil refinery would have a value that would be in excess 
of the security we would need to secure the loan. 

Senator McCuetian. Even though the experiment failed / 

Mr. Gunperson. That is right. 

Senator McCiettan. The Bozrd felt that the physical prop- 
erties 

Mr. Gunperson. That is right. 

Senator McCietian. Could be converted to uses / 

Mr. Gunperson. That would have a value in excess of the amount 
of our loan. 

Senator McCietitan. That would have a value in excess of the in- 
vestment of the Government ? 

Mr. Gunperson. That is correct. 

Senator McCLe.tian. In its loan to them / 

Mr. Gunperson. That is correct. 

Senator McCLetian. Is it not a general practice where loans are 
being made apart from construction purposes, I may say, that the 
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lender does not disburse all of the money at the time the loan is 
approved, but only disburses it—was that not the policy of the RFC 
in loans of this character 

Mr. Gunperson. That is right. 

Senator McCietian. Only to disburse it as the work progressed ? 

Mr. Gunperson. That is correct. 

Senator McCietian. And, therefore, some supervision on the part 
of the RFC was necessary in order to keep itself informed as to the 
progress of the work and whether further advances could be justified / 

Mr. Gunperson. That is correct. 

Senator McCrietxan. That is the way the loan was handled / 

Mr. GuNDERSON. Yes; that is correct. 

Senator McCrietxan. I will ask this in conclusion: Reflecting back 
upon your contacts with Mr. Gabrielson or anyone else in connection 
with this loan, the conferences you had with him, if you were presently 
a member of the Board would you still continue and feel it your duty 
to continue to have such conferences in the interest of the Government 
that you represented ? 

Mr. Gunperson. Yes, sir. 

Senator McCirtnian. I can say for myself, and I speak only for 
myself, I have not been able to find anything to censure or criticize in 
your services in connection with this loan. 

Mr. Gunperson. I appreciate that. 

Senator McCreitian. I say that for the record. That is all I have, 
Mr. Chairman. 

Senator Munpr. I would like to ask a few questions. And before 
doing it I want to go into some of these relationships that Mr. Gabriel- 
son had with this loan. And before doing it, may I say that I want 
to get down to the exact truth of this matter. I certainly am not one 
who has ever been in Mr. Gabrielson’s corner per se, because, as you 
may have gathered from previous hearings, I like to see South Dakota 
boys get ahead. Mr. Gabrielson defeated a South Dakota boy by two 
votes for national chairman. Otherwise we would have a South Da- 
kota boy on the job instead of Mr. Gabrielson. I was one of the 
South Dakota boys that was against him at the time. 

I would like to go into one phase which has not been covered yet, 
and that is how did you get assigned to be the man—did you fellows 
volunteer for the ¢ assignments, or does the Chairman assien you—tell 
us how you got assigned to cover that particular loan. Some impli- 
cation, may I say, has been drawn from the fact that you as the Repub- 
lican member of the Board happened to be assigned to a loan which was 
handled by the Republican national chairman. 

Mr. Gunperson. Well, in the first place, in the RFC there was no 
official procedure for assigning anybody to a loan. The reason I 
believe it reached the point where Mr. Goodloe indicated he desired 
that I watch it more closely was due to a combination of circumstances. 
This loan was made at a time—of course, the original commitment was 
recommended to the Board by Mr. Jesse Jones. And when Mr. Keith 
came in and started to talk to us about it, I think that Mr. George 
Allen and Mr. Charles B. Henderson and Mr. Henry Mulligan were 
on the Board with me. T mean, the record will show who they were. 
Iam not too clear about that. 
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And at the time the first loan was made those gentlemen were on 
the Board. Very shortly after that Mr. George Allen and Mr. Charles 
B. Henderson resigned. Mr. Goodloe was Mr. Allen’s successor. I 
cannot remember the thing, but the result of it was that I was one of 
two members of the Board who had been in it from the beginning. 
I am inclined to believe that Mr. Mulligan may have indicated to Mr. 
Goodloe that he did not wish to follow it as closely. And Mr. Goodloe 
asked metodoit. Now that was it. 

And I think that, first, Mr. Goodloe indicated to the Carthage 
people that that was the case. I was never aware of any formal 
designation, more formal designation than Mr. Goodloe asking me to 
watch very closely for them. 

Senator Munpr. I am not sure who Mr. Goodloe is. 

Mr. Gunperson. Mr. John Goodloe was associated with me in the 
RFC for a great many years. He was general counsel and later Chair- 
man of the Board of RF¢ 

Senator Munpr. Was Mr. Goodloe a Democrat or a Republican ? 

Mr. Gunprerson. He is a Democrat. And he is now vice president 
of the Coca-Cola Co. 

Senator Munpr. So that you were asked to take this particular as- 
signment by a Democratic member of the Board 

Mr. Gunperson. That is correct. 

Senator Munpr. Were you asked to take the assignment before Mr. 
Gabrielson was Republican national chairman or after? 

Mr. Gunperson. Before. 

Senator Munpr. You started to say something else when I inter- 
rupted you. 

Mr. Gunperson. I do not want to belabor a point, but this so-called 
assignment, I want to make it very clear, that under the RFC Act 

ach director is fully responsible for all of the actions that take place 
over there, and each of the directors during the time I was there made 
a great deal of effort to be fully informed in those fields where they 
felt they should be. 

Now the fact that he asked me to be particularly careful in looking 
into Carthage in no way relieved the others, nor did that influence 
their acts in keeping informed on Carthage. [ want to make that very 
clear, because this assignment business was a very casual thing. 

Senator Munpr. The assignment business simply sort of meant you 
kept track of the meticulous details and reported on them to the rest 
of the Board, and any member of the Board had equal responsibility 
after that? 

Mr. Gunperson. I think to get the right picture of this, I think 
it would be much better to say that while all of the members of the 
Board were interested in the loan and expected to inform themselves 
on it, Mr. Goodloe asked me to particularly go into it, even more than 
we would in a normal event. That is the nature of the assignment. 

Senator Munpr. In a great many of these conferences that you 
had with Mr. Gabrielson about the det: ails of the loan, and following 
through on its construction and passing all of these innumerable reso- 
lutions that had to be passed if machinery failed to measure up, and 
so forth, a great many of them seemed to have been taken at these 
lunch hours. Was it a custom of you and other members of the RFC 
Board to meet with your borrowers at lunch and discuss business, or 
was that something unusual ? 
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Mr. Gunperson. It was my custom. I would say that most of 
my luncheons for the last 10 or 12 years were always completely 
business. 

Senator Munpr. That is at least one similarity between RFC mem- 
bers and those in the Senate: Most luncheons are associated with 
business. So it was not only with Mr. Gabrielson, it was with other 
borrowers and other people? 

Mr. Gunperson. That is correct. 

Senator Munpr. Did you have any loans assigned to you or was 
that your particular function in the RFC Board—did you have more 
than one assignment ? 

Mr. Gunperson. Well, I had another assignment. One of my other 
particular assignments was looking after our field offices. There were 
31 field offices. And the Board responsibility for their operation 
was mine during the time I was there, which meant that I traveled 
around to them and saw them and watched what they were doing. 

Up until the time Mr. Dunham came on the Board I had more 
than a passing, I mean, more than an ordinary interest in the Lustron 
Corp., which was a difficult loan, too. 

Senator Munpr. Did Mr. Gabrielson or anybody connected with 
his company ever try to get from you, or from the RFC, to your know!]- 
edge a fourth loan or an additional loan ¢ 

Mr. Gunprerson. No, but I discussed with Mr. Gabrielson the pos- 
sibility at the time that their expenditures looked like they were 
going to exceed $36 million, I remember a conversation in which Mr. 
Gabrielson asked me, “Do you believe that the RFC will continue to 
put up dollar for dollar on this thing!” And I told him that in my 
opinion I did not believe they would. And the ee I stated that 
at the time was that I believe I told somebody in Carthage back 
at the time that they had gotten the loan for thirty-five hundred and 
six thousand, which are essentially additional loans, because of over- 
run, that they should make those big enough to finish the plant, be- 
cause I thought that would be the last money they’d get 

So when the subject came up again I told him that I did not think 
that we would do it, and RFC has not done it since. 

Senator Munpr. We heard a lot yesterday about the record and the 
reputation and the standing and the efliciency of Mr. Keith who testi- 
fied here very briefly. There probably are a great many talented and 
able and distinguished Americans in the field of the specialty of 
which this particular Member of the United States Senate has never 
heard. I had never heard before of Mr. Keith. 

Can you tell us what your impressions of Mr. Keith are? Was 
he a factor, as | understand, in getting this loan in the first instance / 

Mr. Gunprrson. Mr. Keith is one of the most brilliant research 
engineers in the world, in my opinion. He is responsible for the 
catalytic crackers that we had during World War II, to make 100- 
octane gasoline. And he has been responsible for many, many out- 
standing contributions. There has never been any doubt in my mind, 
after I had examined Mr. Keith’s record and had spoken with these 
people who had known him, that he would make this plant work. 
However, I will say that Mr. Keith’s estimates were way off and that 
Mr. Ed Willard of the RFC staff was always much nearer. At the 
time this loan was made, Mr. Keith estimated that they could build 
the plant for $14 million. At the same time Mr. Ed Willard of the 
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RFC staff estimated it would cost $24 million. And during the sub- 
sequent 2 years costs of construction just about doubled. That was 
the experience that we had right across the board on loans for con- 
struction. They missed their construction estimates just about 100 
percent. 

Senator Munopr. Is that because of a chronic disposition of en- 
thusiastic engineers to underestimate costs? They happen to do that 
on river projects; that is, the Army engineers. Or is it because of 
inflation and increased costs ¢ 

Mr. Gunprerson. No. I would say in this case it was due to infla- 
tion and it was due to inability to get machinery and equipment at the 
time it was expected. And, of course, if you plan to construct a build- 
ing or factory within a year and it takes you 4 years, that runs your 
costs up terrifically. And that has been the case in Carthage. 

Senator Munpr. I was trying to get at particularly in connection 
with Mr. Keith, whether or not in your opinion and the opinion of 
Mr. Jones—and you were both there at the time the loan was originally 
made—the reputation and ability and the know-how of Mr. Keith— 
were they important determining factors in making the loan 
originally ¢ 

Mr. Gunperson. I would say 50 percent of it. The money was the 
other 50. I can only speak for myself, but I do not believe I would 
have voted to approve a loan to anybody who had less qualifications 
scientifically than Mr. Keith has. There may be others who have 
equal, but Ido not know them. I do not mean that there are not others, 
but I would say that before I would vote again to make a loan like 
Carthage, I would have to be as satisfied as I was of the qualifications 
of the principal engineer as I was of Mr. Dobie Keith. 

Senator Munpr. Did you ever feel at any time that this loan was 
inadequately secured and ask the Carthage people to increase their 
financial responsibility in the picture ? 

Mr. Gunperson. No, but at the same time I would not say that this 
loan was one of the most adequately secured loans. I felt there was 
an element of risk. I did feel that these facilities, in the event of the 
failure of the process, would have a use that would represent a rie 
in excess of the amount of the loan. I also had the feeling, and 1 
continues to this day, that the people who have participated in this 
project will not permit it to fail or will not permit a loss to occur to 
the RF 

Senator Munpt. That is because of 

Mr. Gunperson. That is because of the type of people they are. 

Senator Munpr (continuing). The corporations and companies, you 
mean, that are underwriting these notes? 

Mr. Gunperson. That is because of the type of people they are. 

Senator Munpt. The RFC loaned 50 percent, as I understand, of 
the construction costs on a dollar-matching basis ? 

Mr. Gunperson. Well, the general rule that we have always used 
there was that the borrower had to put up the working capital, what- 
ever that was, and then we matched dollars. 

Senator Munpr. Is there a top limit to which the RFC participates 
in any loan of this type? Has it ever gone beyond 50 percent on any 
loan ¢ 
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Mr. Gunperson, You are differentiating—you do not want to go 
into war activities because in the war they loaned 100 percent but 
leaving the war activities out 

Senator Munpr. In the category of this which you say was in the 
public interest because it was trying to develop a new process for 
getting gasoline which is certainly vital to security of national 
defense 

Mr. Gunperson. That is right. 

Senator Munpr (continuing). In that eategory, I am trying to de- 
termine whether this is the top limit of participation to which the 
RFC has ever fone or perhaps there are other processes and other 
similar new developments where the RFC may have participated to a 
greater risk and degree. 

Mr. Gunpersen. I think there may be cases where the RFC may 
have participated to a greater degree. The general rule in a new busi- 
ness enterprise was the 50-percent one, but if the RFC could satisfy 
itself that they could get the loan repaid by advancing 60 or 70 or 80, 
there would be no reason why they could not advance that. 

And I have a recollection that we may have gone higher than 50 in 
some cases, although I would doubt very much if we went over 60. 

Senator Munpr. At least this was not the top-level percentage that 
the RFC did participate 

Mr. Gunperson. It was the general. 

Senator Munpr (continuing). Above 50 percent. 

Mr. Gunprerson. This was the general rule, that is right. We con- 
sidered participations as high as 75 percent in some cases. 

Senator Munpr. Was one of the factors determining the degree of 
RIC participation the question of whether this was purely a financial 
transaction or whether it was a financial transaction plus something 
devoted to the public interest, such as development of synthetic rubber 
or in this case synthetic oil ? 

Mr. Gunperson. That is a good question. Under the RFC Act the 
board was never in a position to get very far off from the financial 
transaction basis that you mention, but I would say that in this case 
that if there had not been what we considered a very great public 
interest in having this process established and approved, that it might 
have influenced it adversely. 

Senator Munpr. When you say that in the war the RFC partici- 
pated to 100 percent, by that you mean you were operating a purely 
Government-owned fabricating plant, and private industry would 
not be able to call that its own and own it after a while, would it? 

Mr. Gunperson. There were no cases that I know of where that 
happened, although one of the original defense loans that was made 
was a 100-percent loan to Curtiss-Wright for an airplane plant, a 
motor plant in Cincinnati. 

Senator Munpr. A 100-percent loan ? 

Mr. Gunperson. A 100-percent loan. That was later. 

Senator Munpr. Let me ask you in that connection, on a loan like 
that the plant eventually becomes the property of Curtiss-Wright or 
is that the property of the Federal Government, licensed to Curtiss- 
Wright to run and operate ? 

Mr. Gunperson. At the time it was owned 100 percent by Curtiss- 
Wright, but subsequently, after the Defense Plant Corporation was set 
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up Curtiss-Wright turned the whole thing over to the Defense Plant, 
so it became a Government plant, but in the initial stages, I just 
mention it as an incident, it was 100 percent a loan. 

Senator Munpr. The intention of Curtiss-Wright was to own it? 

Mr. Gunverson. Legally they did at that time. 

Senator Munpr. In your contacts, some 15 to 20, to 22 contacts that 
you had had with Mr. Gabrielson, your job of being assigned to fol- 
low the details of this loan, will you search your mind care ‘fully and 
determine at any time were there any contacts, any influences, any 
efforts made by Mr. Gabrielson in behalf of his company or in behalf 
of himself or in behalf of his friends different from those made by 
any other American businessman with whom you came in contact in 
RFC? 

Mr. Gunperson. Well, I have a very good memory. I can go a 
step beyond that. Doing business with Mr. Gabrielson was a very 
great pleasure for me because all of my contacts with him were I think 
best described as discussions. We would discuss what looked like 
should be the next course of action, or he would tell me. I recall of 
no instance in talking with Mr. Gabrielson where he even indicated 
as much as a wish to, say, achieve a different end from what I thought, 
as I would say was ordinary among most of the borrowers I do 
business with. 

Senator Munpr. These questions may seem a little bit repetitious, 
but I am trying: 

Mr. Gunperson. I am very glad to answer them, Senator. 

Senator Munpr (continuing). And I am trying my best to deter 
mine just what if anything Mr. Gabrielson did which brings him 
under public criticism and brings him before this committee, because 
if he is guilty of an impropriety I want to find out about it and if he 
is not, why let the facts speak for themselves. 

I am also a little bit curious as an individual Republican Senator. 
if a Republican national chairman has worked out a way to get undue 
influence with the Democratic board—I want to find out about it. | 
have been missing something myself. And if there is a formula 
there some place I do not know about, I would like to discover it. 

You started working with Mr. Gabrielson before he was national 
chairman; you continued down until the time you left the board, or 
the President had decided that you were no longer to be on the board. 
and you had discovered that along about August some time. Was 
there any change in his approach or in his attitude or his efforts or 
his activities in connection with you on that loan after he became 
national chairman which was the first you knew about, which took 
place a little over a year ago? 

Mr. Gunperson. None whatever. 

Senator Munpr. That is all for the time being. 

Senator Nixon. The diary that your administrative assistant kept 
indicates on occasions, two occasions, I believe, inquiries by Mr. 
Gratz. Do you recall those? 

Mr. Gunperson. I recall seeing him. I do not mean to be taking 
exception, but that is not a diary, Senator Nixon. 

Senator Nixon. I understand that. 

Mr. Gunperson. I would say that it does not refer to 75 percent of 
the work that went through my office. And I want to be careful that 


you keep that in mind. When I was looking through the records be- 
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fore I gave it to Mr. Flanagan, I saw the entries that you refer to. 
As I have testified here before, I recall talking to Mr. Gratz on one 
or two occasions. I do not recall talking to Mr. Gratz on either of the 
occasions that you are now referring to. And I am inclined to be- 
lieve that on those occasions Mr. Gratz called Mrs. Stout and said 
that he or some of his friends had an interest in a particular loan and 
he would appreciate me looking into it. That was not an unusual 
occurrence from the people that I knew. And Mr. Gratz had been 
an employee of the RFC before he went to the committee. And Mrs. 
Stout, undoubtedly, told me about it and I, undoubtedly, took a spe- 
cial look at those loans. 

Senator Nixon. The calls that I am interested in, I think at least 
one of them took place while Mr. Gratz was still at the RFC. 

Mr. Gunprerson. That is quite possible. 

Senator Nixon. Did he have anything to do with Carthage Hydro- 
col loan ¢ 

Mr. Gunperson. Nothing that I know about. 

Senator Nixon. Do vou have any explanation of why either in the 
memorandum which was kept by your administrative assistant or 
any of the other memoranda that we have before us it indicates that 
Mr. Gratz was inquiring about the Hydrocol matter—that is, the 
entry ¢ 

Mr. Gunperson. Yes; I think I can at least shed some light on it, 
particularly if you define the time. At the time he was in ‘the RE¢ 
he was in the production division which had a great deal to do, or 
which was in charge of the synthetic rubber production. And I am 
sure that if he made any inquiries during that time it was probably 
as a result of interest of some of the rubber companies who were 
operating the RFC synthetic rubber plants as to the effects of the 
Carthage, how it was coming, because one of the scientific facts that 
will be established by this plant is that it will produce alkaloids with 
a greater, far greater, number of molecules in sequence than has ever 
been produc ed chemically, and the effect of that in such industries as 
in the chemical industry and the synthetic rubber is very far reach- 
ing. In fact, I do not think anybody knows just how far-reaching it 
is. It will be far-reaching. 

Senator Nixon. There are two other entries about which I would 
like to question you. 

Mr. Gunperson. Yes, sir. 

Senator Nrxon. One on March 30. I think this is March 30, 1949. 
“Miss Jean Carney phoned at Mr. Bill Boyle’s request, made an ap- 
pointment for 3 p. m. Friday to see Mrs. Florence Lynch, national 
committeewoman from Iowa.” I guess this is March 30, 1950. I am 
Sorry. 

Mr. Gunperson, Yes. 

Senator Nixon. On March 31, at the request of Mr. Bill Boyle, Miss 
Jean Carney called and na an appointment for you to see Mrs. 
Flerence Souah. national committeewoman, from Iowa, re Pacific 
Paperboard Co, 

Mr. Gunperson. That is right. 

Senator Nixon. Do you recall having seen Mrs. Carney ? 

Mr. Gunperson. No; Mrs. Lynch, 

Senator Nixon. Yes. 
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Mr. Gunperson. I, indeed, had a visit with Mrs. Lynch, who hap- 
pens to be from Le Mars, Iowa, which is practically a neighboring 
town of mine, where my home is. I talked to her at some length, 
I guess about an hour, about the difficulties in the Pacific Pape srboard 
Co. in which she, I think, had had an RFC loan and they were in a 
creat—they were having a lot of trouble. They were flooded out. 
Their cost of completing the plant had multiplied. And she needed 
some more money, and that is what we were talking about. 

Senator Nrxon. What was the action that was take non that matter, 
do you recall? 

Mr. GuNnpeErson. Well, we did a great deal of work on that. I can- 
not remember. I think eventually. we made some kind of an addi- 
tional loan, but it was quite a bit later. I can remember that I told 
Mrs. Lynch when she left that I did not see how we were going to do 
what she wanted us to do. I am sure we did not do what she asked 
me to do that day. 

Senator Nixon. Do you know what action you took on the matter? 

Mr. Gunperson. No; I do not, but I have been told that I voted 
against it. 

Senator Nixon. That you voted against the loan ? 

Mr. Gunperson. I have been told that, but I do not recall that. 

Senator Nixon. I have one other matter that I want to clear up 
which relates to what Senator Mundt was questioning you about. 

Much of the criticism of the Carthage Hydrocol loan stems from a 
statement made on the floor of the House by Congressman Hays of 
Ohio on March 13. I think you were in the room yesterday when 
| read portions of his statement. 

Mr. Gunperson. Yes; I was. 

Senator Nixon. To Mr, Keith. 

Mr. Gunperson. Yes. 

Senator Nixon. I would like to get your comments on these portions 
of his statement that I will read to you. 

Mr. Gunperson,. All right, sir. 

Senator Nixon. As to whether they are true or false and/or elab- 
orate, if necessary. 

The first statement is: 

I have information that testimony was brought out in executive session by 
this committee— 
of the Senate— 


which would show that Mr. Guy Gabrielson, chairman of the Republican 
National Committee and also president of Carthage Hydrocol, Inec., secured a 
loan of $9,000,000 on April 8, 1946, for his company. 

You were with the RFC at that time? 

Mr. Gunperson. Yes. 

Senator Nixon. You know what happened in regard to the negotia- 
tions leading up to the loan. Is that statement that Mr. Gabrielson 
secured the lo: an of $9,000,000 true ? 

Mr. Gunperson. It is absolutely false. 

Senator Nixon. Who did secure it ? 

Mr. Gunperson. Mr. Keith. Mr. Keith secured the loan. And 
| never met Mr. Gabrielson until after the loan was made. 
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Senator Nixon. The second statement I want to question you about, 
and the last one, incidentally, is this: 


Another interesting thing— 


quoting again from the statement that Mr. Hays made on the floor 
of the House—it has never been made publicly, incidentally— 

Another interesting thing is that two Members of this other body— 
referring to the Senate— 

whom the House rules do not permit me to mention by name were exerting 
pressure to get this loan for Mr. Gabrielson’s company. 

My question is this: Do you recall any Members of the United States 
Senate contacting you in regard to this loan of $9,000,000, the first 
loan, prior to the time it was made ? 

Mr. Gunperson. No, sir. 

Senator Nrxon. Did you hear of any conversations among the 
Board members which would indicate that Members of the United 
States Senate had indicated an interest in this loan or had exerted 
pressure in any way on this matter? 

Mr. Gunperson. No, sir; but I am sure that if your committee is 
interested in synthetic fuels and had known about it, they would have 
encouraged it. 

Senator Nixon. Apparently, the inference, and I will be more 
specific on that—Senator Fulbright wrote a letter to Mr. Hays in 
which he said that Mr. Hays’ radio broadcast, in which he did not 
go as far as he did in his statement on the floor, indicated, at least 
had an inference in it to the effect that two Members of the Fulbright 
subcommittee were the two Members of the Senate who assisted Mr. 
Gabrielson in securing the loan, as Mr. Hays was charging. The two 
Members referred to were, apparently, Senators Bricker and Cape- 
hart. 

I ask you specifically did Senator Bricker contact you, or to your 
knowledge any other member of the Board with regard to this matter / 

Mr. Gunperson. No, sir. 

Senator Nrxon. Or did Senator Capehart contact you or any other 
member of the Board with reference to this matter ? 

Mr. Gunprerson. On that matter I would like to repeat the testi- 
mony that I gave the Fulbright committee. In my 18 years at the 
REC I have never had a Member of C ongress or anyone else attempt 
to influence me or pressure me into making a loan at the RFC. I have 
never had that experience. I have never been asked more than to 
give the best consideration that we could give it. 

Senator Nixon. That is all. 

Senator Hory. Are there any further questions? 

Senator Munpr. I wouid like to state before we recess—I have no 
questions—that I think we should call Mr. Symington before us and 
ask him to determine whether or not Gabrielson’s testimony is correct, 
as to what he said, or, if Mr. Symington prefers, he could be asked 
to write us a letter, either verifying or denying it, so that we would 
have it in the record. 

As one member of the committee, I would like to say that I would 
like to publicly invite any other official of the RFC or any Member 
of Congress or any reporter who has any information of any in- 
fluence that Gabrielson may have used on the RFC or any illegitimacy 
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about this loan in any way, to come and testify. And as far as I am 
concerned this is a public invitation to anybody in this country who 
has any information to bear on this point, to come and testify and 
I will do my best to see that he gets a hearing. Let us get down to 
the truth of it. 

Senator Horry. I will say, Senator, that I am perfectly willing to 
call Mr. Symington, but I do not see much in controversy about it. 

Senator Munpr. Except we followed that proceeding with Mr. 
Boyle and I think we should treat Mr. Gabrielson exactly the same. 

Mr. Gabrielson testified he talked to Mr. Symington and had not 
used influence upon him, not tried to get a new loan. Unless we have 
Symington either corroborating that statement or rejecting it, it 
stands with just one side of the picture. 

So if Mr. Symington will come before us, I have some questions I 
want to ask him. If he prefers to write a letter saying that what Mr. 
Gabrielson said is the truth, that is sufficient for me. 

Senator Hory. I will have the staff confer. I am perfectly willing 
either way. 

Mr. Gunderson, we thank you very much for your attendance here. 

Mr. Gunperson. Thank you. 

Senator Hory. And the testimony you have given us, both the other 
day and again today. Thank you very much. 

Mr. Gunperson. Thank you. 

Senator Hory. Mr. Turney Gratz has asked to appear before the 
committee, and we will probably hear him at 3 malace today. 

We will take a recess until 3 o'clock. 

(Whereupon, at 11:40 a. m., a recess was taken until 3 p. m. of the 
same day.) 


AFTERNOON SESSION 


Senator Hory. The committee will please come to order. 

Mr. Gratz, will you stand up, please, sir? Hold up your right hand. 

Do you solemnly swear that the testimony you give in this hearing 
will be the truth, the whole truth, and nothing but the truth, so help 
you God ? 

Mr. Gratz. I do. 


TESTIMONY OF TURNEY GRATZ; ACCOMPANIED BY 
PAUL D. PAGE, JR., COUNSEL 


Senator Hory. Mr. Gratz, will you give your name and residence 
to the reporter. 

Mr. Gratz. My name is Turney Gratz. I live at 208 Dale Drive, 
Silver Spring, Md. 

Senator Hory. Mr. Gratz, when were you employed by the RFC? 

Mr. Gratz. January 15, 1943. 

Senator Hory. And how long did you continue with the RFC? 

Mr. Gratz. Until January 11, 1950. 

Senator Hory. What position did you hold in that organization ? 

Mr. Gratz. I was in the rubber program throughout its entirety. 

Senator Horr. In the rubber program? Did you have anything to 
do with passing on loans? 

Mr. Gratz. No, sir. 
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Senator Hory. What were your duties? 

Mr. Gratz. I spent the first 3 or 4 years in South America, most of 
that time procuring natural rubber. After I came back from the 
overseas duty I helped liquidate the rubber program—the natural- 
rubber program. 

Senator Hany. Then your duties in that particular with the RFC 
did not have anything to do with loans of any character? 

Mr. Grarz. In no way, shape, or form, Senator. 

Senator Horry. Your employment with RFC terminated on what 
date ? 

Mr. Gratz. January 11, 1950. 

Senator Hory. I believe I overlooked it. Your attorney is with 
yout 

Mr. Gratz. Yes,sir. This is Mr. Paul D. Page, Jr. 

Senator Hory. Let the record show that he is the attorney for Mr. 
Gratz, and he is present with him. 

Mr. Grarz. My certified public accountant, Mr. Charles Kirschen- 
baum, who has helped me go through the figures I have gotten 
together, couldn’t be here this afternoon. He thought this hearing 
was to be tomorrow morning. 

Senator Hory. Yes; that is all right. 

I believe you said your employment with the RFC terminated, on 
what date? 

Mr. Gratz. January 11, 1950. 

Senator Hory. What connections have you had with the Democratic 
National Committee, and for what time? 

Mr. Grarz. After I left the employment of RFC I became executive 
assistant chairman of the Democratic National Committee, immedi- 
ately, January 12, 1950, and held that position until March of 1951. 

Senator Hory. So you were in this position over at the Democratic 
National Committee from January 12, 1950, until March of this year? 

Mr. Gratz. Yes, sir. February or March of this year. 

Senator Hory. What duties did you perform over at the national 
committee ¢ 

Mr. Gratz. I was the executive assistant chairman. In the absence 
of the chairman I took care of his business. I performed all sorts of 
duties, Senator, whatever there was to do. 

Senator Hory. You stayed with that committee practically all of 
that time? 

Senator Nixon. Did he say executive assistant ? 

Mr. Gratz. Executive assistant chairman; yes, sir. 

I might say, Senator, I was appointed to that position on January 
12, and then was elected by the national committee in its national 
committee meeting, at the next meeting, which was in December. 

Senator Hory. Then I believe you resigned in February or March 
of this year ¢ 

Mr. Gravrz. Yes, sir. 

Senator Hory. You entered into private business? 

Mr. Gratz. Yes, sir. 

Senator Hory. Since that time you have not been connected with the 
national committee in any official capacity ? 

Mr. Gratz. No, sir. 

Senator Hory. There is evidence in the record, Mr. Gratz, that you 
called at various times to somebody at RFC for somebody in connection 
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with different loans. What activities did you have in that respect? 

Mr. Gratz. Are you referring now to after I left the employment 
of RFC? 

Senator Hory. Yes. 

Mr. Grarz. I called whenever anyone asked me to make an appoint- 
ment for him in any agency. I never refused to make such an ap- 
pointment or try to make such an appointment. 

Senator Hory. Did you have any personal interest, either as an at- 
torney or otherwise, for compensation in any of these matters pending 
before the RFC? 

Mr. Gratz. The answer is “no.” Senator, I am not an attorney. 
My first name is Turney. 

nenator Hory. Did you have any personal interest in any of those 
matters 

Mr. OR Never at any time. 

Senator Horry. Did you ever contact either one of the directors of 
RFC or anybody connected with the administration of RFC, to pre- 
sent or advocate the granting of any loans while you were connected 
with the national committee ? 

Mr. Gratz. Pardon me, sir, I want to see if I fully understand that 
question. 

(Witness confers with his counsel.) 

Mr. Gratz. My counsel suggests that I might not have known what 
the purpose was that someone wanted to see a director, but in my own 
mind I sometimes knew they wanted to make a loan. 

Senator Horry. I didn’t ask that, Mr. Gratz. I asked whether or 
not a advocated the loan or undertook to have it granted. 

Mr. Gratz. No, sir. At that moment, let me say that I always said, 
when I called, that I knew nothing about the merits of the case. All 
I was doing was simply asking for the appointment. I made that 
point. 

Senator Hory. As I understand, then, you did not attempt at any 
time to influence anybody in the RFC with reference to making a 
loan ? 

Mr. Gratz. No, sir: never at any time. 

Senator Hory. Mr. Gratz, I believe there has been some evidence in 
the record, or some suggestion that you received certain compensation 
from Mr. William Boy le. I would like to give you the oportunity now 
to give us just a fr: ank statement of when you began to render any 
service to Mr. Boyle. What was the nature and character of that 
service, and what compensation did you receive ? 

Mr. Gratz. Yes, sir. 

Senator Hory. You may proceed. 

Mr. Gratz. May I state first the amounts of the compensation and 
why I got them? 

eee Horry. And give the dates. 

Mr. Grarz. In 1946 I received $2,432 as compensation for services, 
and $1,368 as reimbursement for expenses incurred by me in Mr. 
Boyle’s behalf. 

Senator Hory. All right. 

Mr. Grarz. 1947, I received $2,870 as compensation for services 
and $1.344.95 as reimbursement for expenses. 

In 1948 I received $1,220 as compensation for services, and $1,505 
as reimbursement for expenses. 
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In 1949 I received $500 as compensation for services, and $761 re- 
imbursement for expenses. 

To answer the second part of that question, sir 

Senator Horry. Before we begin that, does that represent all of the 
moneys paid to you by Mr. Boyle for any services you rendered 
him ? 

Mr. Gratz. Yes, sir. 

Senator Hory. You can begin to tell us what those services were— 
their nature and characteristics. 

Mr. Grarz. Shortly after I returned from overseas duty for RFC, 
Mr. Boyle explained to me that the business was increasing, his 
financial affairs were becoming complicated to him, and he wanted 
someone whom he had known for a long time, as he had known me 
for about 15 years, to help prepare those financial figures, look after 
his investments and books and records, and, if I had spare time, which 
did not conflict with my Government duty and if it was proper 
to do such employment, it wouldn’t conflict with my Government 
duty, he would pay me for doing it. 

Senator Horry. Yes. 

Mr. Gratz. My officials at RFC—my superiors—having no objec- 
tion to my doing such a thing, I undertook to do it. T hat was all. I 
was paid for ths at. 

Senator Horry. During what times did you render this service? 

Mr. Gratz. In my spare time, Senator—Sundays, nights, holidays, 
even Christmas day—and whenever I was taking any official leave on 
my leave card from the Corporation. I kept a very accurate record 
of all that. 

Senator Horry. Did you attend to this work during your period of 
working hours for the RFC? 

Mr. Gratz. Never at any time. 

Senator Horry. In connection with this work for Mr. Boyle, did 
you undertake to contact any people who had dealings with the RFC, 
either to get them as clients for Mr. Boyle or to render any service 
for them in connection with whatever he might be handling for them ? 

Mr. Gratz. No, sir. 

Senator Horry. This service you rendered Mr. Boyle, was that indi- 
cated as personal services to him in connection with looking after his 
affairs? 

Mr. Gratz. Yes, sir. It was a mere coincidence that I happened to 
be working at RFC. I might have been working any place else. 

Senator Hory. In other words, in connection with your employment 
at RFC, there was nothing that was connected with your work with 
Mr. Boyle? 

Mr. Gratz. No, sir. 

Senator Hory. Your work with him was entirely separate from 
that? 

Mr. Gratz. Entirely. 

Senator Horry. Senator Mundt. 

Senator Munpr. Did you get any compensation from Mr. Boyle in 
1950? You stopped in 1949? 

Mr. Gratz. In 1950, Senator, I was so busy over at the committee 
I didn’t have time to do any of that personal work for him, and I 
didn’t get any compensation. 
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Senator Munpr. In 1949, were you at that time working for the 
RFC? 

Mr. Gratz. Yes, sir. 

Senator Munpr. And you discontinued your employment there on 
January 11, 1950? 

Mr. Gratz. Yes, sir. 

Senator Munpr. While you were working at the RFC, were you also 
working for the Democratic National Committee ? 

Mr. Gratz. No, sir. 

Senator Munpr. The reason I raised the question is that I have the 
excerpts here from the diary of Mr. Dunham, and under neath that it 
says : “Democratic National Committee—H. Turney Gratz.” 

Mr. Gratz. If you will refer further to that diary, Senator, you will 

see that those contacts are divided into while I was employed at RFC 
and then later I was an official of the Democratic National Committee, 
and the breaking date is January 11, 1950. 

Senator Munpr. These are diary dates, Mr. Gratz. 

Mr. Grarz. If this book is correct, on the Fulbright hearings, on 
page 1391, it states: 


Democratic National Committee—H. Turney Gratz, while an employee of RFC— 
and it starts with Tuesday, March 22, 1949, and then goes on over to 
the next page. The last entry is under that category. That last date 
is January 11,1950. ‘Then it says in italics: 


After leaving RFC to enter employ of Democratic National Committee. 


The first entry is Tuesday, January 17, 1950. So the heading 
“Democratic National Committee”—I would say, Senator—— 

Senator Munpr. It is typed in by our committee. I don’t know. 

Mr. Gratz. I think that refers to the second period. 

Senator Munpr. Your testimony is, as I get it, that you were em- 
ployed by the RFC solely up until—— 

Mr. Gratz. January 11. 

Senator Munpr. January 11,1950? 

Mr. Gratz. That is correct. 

Senator Munpr. And at that time you were not a member of the 
headquarters staff or working in the headquarters staff of the Demo- 
cratic National Committee ? 

Mr. Gratz. That is correct. 

Senator Munpr. So these numerous entries which I have here are 
the ones you mentioned, and at least, starting on March 22, 1949, they 
are apparently telephone calls whic h you made to Mr. Dunham while 
you were a member of RFC. 

Mr. Gratz. As a routine duty, being an employee of RFC, I made 
calls on all the directors every day. I had a position that required it. 

Senator Munpr. These were intraoffice communications ? 

Mr. Gratz. Yes, sir. 

Senator Munpr. On January 11, Mr. Gratz—we will start there and 
see if there are any entries following that—— 

Mr. Gratz. I continued to call him, but that was in a different 
capacity. 

Senator Munpr. Yes. 

On January 12, 1950, you went with the Democratic National Com- 
mittee { 
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Mr. Gratz, Yes, sir. 

Senator Munpr. The first call there was on January 11. 

Mr. Grarz. January 17. 

Senator Munpr. The first call I have is on Wednesday, January 11. 

Mr. Gratz. But that was while I was still with RFC. 

Senator Munpr. That was in the morning of the day on which you 
went to the Democratic National Committee ¢ 

Mr. Grarz. I went to the Democratic National Committee the next 
day. 


Senator Munpr. You went to the Democratic National Committee 


the 12th then, not the 11th ? 
Mr. Gratz. Yes, sir. 
Senator Munpr. Then you made a call on January 17? 
Mr. Gratz. Yes, sit 


Senator Mcunpr. You made a eall, then, in connection with some 


pending suits which Mr. John A. Hastings apparently had. He was 
either suing the RFC, or the RFC had a suit against him. 

Will you tell us about that call ¢ 

Do you have a copy of the diary there ¢ 

Mr. Gratz. Yes, I do. 

Senator Munpr. On January 17. 

Mr. Gratz. I don’t believe those suits referred to Mr. Hastings. | 
think that is the carry-over from the time while I was still with RF¢ 


when a Mr. Daly came to my office and said he had learned that the 


RFC had loaned $44 million to Kaiser-Frazer and he was president of 


Otis & Co. and Kaiser-Frazer were involved in a lot of litigation. 


That is the suit that they refer to. 


Senator Munpr. You were apparently doing some follow-through 
work on something, because it says: 


Turney Gratz will contact Mr. Dunham further regarding this matter. 

Mr. Gratz. Yes, sir. 

Senator Munpr. What were your further duties or activities o1 
responsibilities in connection with it? 

Mr. Gravz. I had no responsibilities in connection with it, but it 
seems that, as I recall, Mr. Daly was concerned about whether 
pending settlement that had been in negotiation might not now bi 
affected, because this banking agency had stepped in one side and take: 
a large part with the other company. The question was would thi 
RFC Board approve such a settlement, if one were made. 

My duties—I wouldn’t say duties, they weren't duties—my activi 
ties in connection with this were merely those of seeing that thes: 
pe ‘ovle got together, and facilitating their getting together. I didn’t 
sit in on any of the conversation when I took Mr. Daly to Mr. Du 
ham’s office. I showed him where the office was and left him. | 
don’t know what they talked about. 

Senator Munpr. We will go to the next entry, Mr. Gratz, on Jai 
uary 18: 


Mr. Turney Gratz telephoned. Said he had talked with Mr. W. R. Daly, wl 


seemed very well pleased with the outcome of the matter, which he discussed 


with Mr. Dunham several times. 


Is that the same case, the same Kaiser-Frazer loan ? 
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Mr. Gratz. Mr. Daly called me and thank me for putting him in 
touch with Mr. Dunham, and said they were getting along very well. 
I called Mr, Dunham and thanked him. 

Senator Munpr. January 23— 

Mr. Turney Gratz telephoned to make appointment for Mr. J. A. Hastings of 
New York to see Mr. Dunham some time today. 

Mr. Gratz. I think that is a continuation of that matter. He wanted 
me to telephone Mr. Duham and tell him he was coming down. 

Senator Munpr. I wondered why Mr. Hastings came to you to make 
the second appointment with Mr. Dunham. They knew each other 
and you had reported to Mr. Dunham that the company was well 
pleased with the activities and cooperation they were getting. I was 
a ring why on this third occasion he came to you inste: ad of com- 
ing directly. 

Mr. Graz. I placed no special significance on that. I was called to 
help him make his appointment. It had no significance in my mind. 

Senator Munpr. I am not trying to impute any significance. I 
wondered why he didn’t go directly. 

Mr. Gratz. I don’t know. 

Senator Munpr. February 6: 

Turney Gratz telephoned and asked where Mr. Dunham could be reached in 
Detroit. Gave him Mr. Dunham’s office telephone number there. 

Mr. Gratz. That is an outgrowth of the same thing. Mr. Daly, as 
I remember now, was either going to be in Detroit, or, if he found 
that Mr. Dunham was there, he wanted to go there. My call was to 
get his telephone number in order to tell him that. 

Senator Munpr. To give it to Mr. Hastings? 


Mr. Grarz. Either to Mr. Hastings or Mr. Daly. 
Senator Munpr. On that same day, February 6, Monday, February 


Dunham had long interview with Cy Bevin on Kaiser-Frazer affair. 

That must have been another official of Kaiser-Frazer ? 

Mr. Gratz. I know who he is, but I do not know him 

Senator Munpr. Is he an official of Kaiser-Frazer ? 

Mr. Grarz. I don’t know about that. He lived in Detroit, and I 
think he represented Kaiser-Frazer, the other side of it. 

Senator Munpr. He was a Kaiser-Frazer employee / 

Mr. Grarz. Attorney. I think lawyer for Kaiser-Frazer. 

Senator Munpr. He was not an RFC employee; is that right ? 

Mr. Gratz. Not to my knowledge. I think he was a lawyer 
Kaiser-Frazer. 

Senator Munpr (reading) : 

Returned to Detroit loan agency Monday afternoon. While at the agency re- 
ceived a call from Turney Gratz. 

Any particular reason you were calling him ? 

Mr. Gratz. That is a continuation of the preceding entry. That is 
the call mentioned in the preceding entry. 

Senator Munpr. You mean you called Mr. Dunham in Detroit and 
made an appointment up ther ‘e? 

Mr. Gratz. Yes, sir. I don’t remember too well about it, but either 
Mr. Daly was trying to reach him by phone, or in Detroit. That was 
the purpose of the call, as I remember it. 
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Senator Munpr. I thought the purpose of the first call was for you 
to get his telephone number to relay it to Mr. Hastings or Mr. Dal) 
or Mr. Bevin, so that they could contact him. 

Mr. Gratz. That is correct. 

Senator Munpr. Here it says you yourself called Mr. Dunham in 
Detroit. 

Mr. Gratz. I don’t remember whether I reached Mr. Dunham or not 
that day. 

Senator Munpr. He says in his diary that while he was at the 
agency he received a call from Turney Gratz. 

Mr. Gratz. I may have contacted him by phone to tell him, as a 
follow-through, that Mr. Daly would call him, or was trying to reach 
hin. 

Senator Munpr. Were you the RFC official or field man or loan 
agent, or whatever you call it, who had been sort of assigned to that 
Kaiser-Frazer loan ? 

Mr. Grarz. I never had anything to do with loans. 

Senator Munpr. While you were at RFC? 

Mr. Gratz. Never at any time. 

Senator Hory. Before you came in, he explained he had nothing to 
do with loans. 

Mr. Gratz. I never had anything to do with loans. 

Mr. Dunham, being from Detroit, and Kaiser-Frazer being a Detroit 
outfit, as I understood it, he was the director, of the five, who would 
look after the Kaiser-Frazer matter. 

Senator Munpr. I was simply trying to establish why you had a 
follow-through interest in the loans. ad you been doing it before 
you left RFC, it would be quite logical. 

Mr. Grarz. I had no interest of any kind except the courtesy of 
putting these people together, who wanted to get together. I don’t 
know what they talked about when they got together. 

Senator Munpr. Thursday—lI will read this entry. I am not sure 
there is any particular insignificance i in it. 

This is not the last one. There are a lot more entries over here. 
thought that was the end. 

Mr. Grarz. I called him about once every 2 weeks. 

Senator Munpr. There are two more pages. I thought I was at 
the end. 

Let me ask you two specific questions: While you were with RFC 
did you ever have any operations or contacts or information on this 
Carbon Hydrogen loan that we have been hear ing about, this synthetic 
gasoline, the loan of Mr. Gabrielson’s ? 

Mr. Gratz, Not to my knowledge. I explained that to the com- 
mittee staff the other day. They asked me about an entry in another 
diary. I tried to recall that. 

Senator Munpr. I am not sure whether the other one was before 
you left the RFC or after. 

Mr. Gratz. It was while I was still with the RFC, April 26, 1949. 
As I recall, there was an entry in Mr. Willett’s diary that I had talked 
to his office about Carthage Hydrocol. I have no recollection of such 
a visit to Mr. Willett’s office on Carthage Hydrocol. It could have 
been. The possible explanation, if that is important, is that in the 
rubber program we operated a synthetic rubber plant—many across 
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the Nation. Some company by the name of Carthage Hydrocol 
wanted to buy some of the styrene or butadiene or gasoline byproducts, 
or wanted to sell them. It was just some routine. I don’t have any 
recollection. 

Senator Munpr. If you made a call, it was for information and had 
nothing to do with the loan ? 

Mr. Grarz. Absolutely nothing to do with any loan. 

Senator Munpr. You were interested in synthetic rubber and this 
outfit was interested in synthetic gasoline, and you were just getting 
information ¢ 

Mr. Gratz. That is right. 'The names strike no recollection, except 
in the newspapers, and I never met Mr. Gabrielson, except on the 
street the other day. 

Senator Munpr. Did you have any contact, first of all, while you 
were in the RFC, or make telephone calls in connection w ith American 
Lithofold Co., the other well-known loan mentioned here? 

Mr. Gratz. No, sir. 

Senator Munpr. om at all? 

Mr. Gratz. No, sir. I didn’t know anything about it. 

Senator Munpr. Did you make any after you were out of the RFC, 
or any contacts about that loan, or appointments for anybody in con- 
nection with the American Lithofold Co. ? 

Mr. Gratz. Not that I remember. It might have been that Mr. 
Blauner was in and out occasionally, and I might have called for some 

appointment for him, but I have no recollection of anything like that. 

Senator Munpr. You recollect you had none ?/ 

Mr. Grarz. That is right. 

Senator Munpr. You say that you got permission, or I think you 
used the word “permission” —I am not sure. You said Mr. Boyle had 
asked you to handle his personal affairs, and you got permission from 
the RFC to do it on your own time. Whom did you go to for that 
permission from the RFC? Whom did you clear it with ? 

Mr. Gratz. I discussed it freely with everyone who worked around 
me, and I also discussed it at one time or another with several directors. 
When the Fulbright committee started these hearings and Mr. Boyle’s 
name Was mentioned, I immediately went to the office of the legal 
investigators who were conducting that investigation and reported 
fully to Mr. Cotter, the head of th: at department, just what I had done 
and was doing, and asked him to inform him if there was anything 
about it that would even appear embarrassing or improper. . 

Senator Munpr. That was after the thing was ventilated in the 
hearing ? 

Mr. Grarz. That was after the F ulbright, several years ago. 

Senator Munpr. That wasn’t this one? 

Mr. Grarz. Several years ago, when this Fulbright committee 
started. It was several years ago, as I recall it. 

Senator Munpr. I thought that was this year. Was there another 
Fulbright committee that investigated RFC Sosa years ago? 

Mr. Gratz. As I recall this thing, it has gone on for several years. 
It was at least a vear before I left RFC. I was told by everyone 
as long as I didn’t do anything in connection with RFC and didn’t use 
any RFC time—— 

Senator Munpr. I don’t think there is anything in the law at all 
that would prevent you from taking outside employment as far as 
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that is concerned. You stated in your statement you had received 
permission from the RFC. 

Mr. Gratz. I don’t think I used the word “permission.” I reported 
fully to them that I was doing it, and I was told there was nothing 
wrong with it. 

Senator Munpr. You didn’t go to the Directors of RFC first and 
say, “Mr. Boyle would like to have me do this. Is that all right with 
you "” 

Mr. Gratz. No. 

Senator Munpt. That was the implication left with me. 

Mr. Grarz. I didn’t mean to leave that implication. I inquired as 

o Whether there was a regulation or it was all right to do. 1 was 

given to understand there was no objection on anyone's part. 

Senator Nixon. Could I ask a question at this point é 

Mr. Grarz. Yes. 

Senator Nixon. Whom did you tell in the RFC that you were doing 
this work? 

Mr. Gratz. I can remember several names. 

Senator Nrxon. I am interested in the people who were your imme- 
diate superiors. 

Mr. Gratz. Harley Hise, who was the Chairman of the Board. 

Senator Nrxon. Your chief was DeWitt Schieck, head of the Of- 
fice of Production ? 

Mr. Gratz. Yes. 

Senator Nrxon. When was that? 

Mr. Gratz. When the rubber program was liquidated, I was shifted 
to the position of Executive Vice President of the Rubber Develop- 
ment Corporation. After it was liquidated, I was made Chief of the 
Rubber Development Division in the Office of Rubber Reserve, and in 
the next organizational set-up I became Assistant Manager of the Of- 
fice of Production, of which Mr. DeWitt C. Schieck was the Manager. 

Senator Nrxon. And it was then you told him of this employment? 

Mr. Gratz. I made it a point to always tell all my superiors, and 
when he became my superior—— 

Senator Nixon. When was that? 

Mr. Gratz. I don’t remember, Senator. 

Senator Nrxon. Was it 1948 or 1949? 

Mr. Gratz. 1948 or 1949, 

Senator Nrxon. Did you tell him that you were employed by Mr. 
ay 

Mr. Gratz. In my spare time, yes, sir. 

Senator Nixon. Y ou told him you were employed by Mr. Boyle? 

Mr. Gratz. Yes, sir. I told him I was keeping these financial rec- 
ords. 

Senator Nixon. For Mr. Boyle? Do you recall your conversation 
with Mr. Leece of our committee? 

Mr. Gratz. Yes, sir. 

Senator Nrxon. Do you recall what you told him when he asked 
you about the same matter? 


Mr. Gratz. I think I recall what I told him. It was just the other 


day. 
Senator Nrxon. Did you tell him at that time that you had in- 
formed your superior that you were employed by Mr. Boyle? 
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Mr. Gratz. I don’t know whether I told him that, or not. 

Senator Nixon. Your testimony now is that you informed Mr. 
Schieck that you were employed by Mr. Boyle? 

Mr. Grarz. And Mr. Hise and Mr. Cotter and Mr. Hildreth. 

Senator Nixon. You told them all you were employed by Mr. Boyle? 

Mr. Gratz. Yes, sir. 

Senator Nixon. Mr. Gratz, I think for the purposes of the record it 
would be well for the committee to have a little of the background 
leading up to the employment that you had with Mr. Boyle, and your 
qualific ation, of course, for that type of employment. As I under- 
stand, you have known Mr. Boyle since approximately 1932 

Mr. Grarz. Yes, sir. 

Senator Nixon. Under what circumstances did you meet him? 
Mr. Grarz. He was the secretary of the police de 'P irtment in Kansas 
City. I moved to Kansas City in the fall of 1932 and became secre- 

tary of the Business Community Association. 

Senator Nixon. That is the downtown 

Mr. Grarz. Uptown Business and Improvement Association. 

Senator Nixon. Uptown Business and Improvement Association. 

Mr. Grarz. A sort of district chamber of commerce, a community 
organization of that kind; having a good deal of contacts with all city 
oflicials, 1 got to know them all, including Mr. Boyle. 

Senator Nixon. The first dealings that you had with Mr. Boyle of 
a financial nature took place, as I understand it, at the beginning of 
LD46 ¢ 

Mr. Grarz. Yes, sir. 

Senator Nixon. That was when you returned from South America? 

Mr. Grarz. Yes, sir. I returned in December of 1945, and shortly 
thereafter this developed . 

Senator Nrxon. For the purposes of the record, I have here from 
the RFC the salary that you had at the RFC during this period. Will 
you correct me if any of these : amounts are wrong / 

Mr. Grarz. I will take your word for them; I don’t remember. 

Senator Nrxon. In 1946, $8,424—this is all before taxes—in 1947, 
$9,154: in 1948, $9,886 ; in 1949, $10,054. 

Those are the figures that the RFC gave us. 

Mr. Gratz. That is about as I remember it. 

Senator Munpr. As I total up the amounts of compensation you 
received, both in expenses and in fees from Mr. Boyle, the amount in 
1946 was $3,800. The amount in 1947 was $3,212.95. The amount in 
1948 was $2,725, and in the amount in 1949 was $1,261, making a total 
for the 4-year per iod of $11,000.95. 

Mr. Gratz. That is right. 

Senator Nixon. Of which $6,022 was for fees and $4,978.95 was 
for expenses. 

Incidentally, these figures were prepared by our acountant; so you 
can trust his addition better than you can trust mine.. 

Mr. Grarz. All right, sir. 

Senator Nrxon. In regard to these matters, you no longer are doing 
this work for Mr. Boyle? 

Mr. Grarz. No; I stopped in 1950, 

Senator Nixon. Do you know who is doing it for him now $ 

Mr. Grarz. No, sir. 
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Senator Nrxon. You didn’t turn over the information to your suc- 
cessor ¢ 

Mr. Grarz. No. I was too busy. 

Senator Nrxon. The books you were keeping for Mr. Boyle, and 
that sort of thing? 

Mr. Gratz. I turned that over to Mr. Boyle. 

Senator Nrxon. You turned it over to Mr. Boyle? 

Mr. Graz. Yes, sir. 

Senator Nrxon- When did you do that? 

Mr. Gratz. In 1950. 

Senator Nrxon. At the RFC your duties, as you expressed to the 
chairman a moment ago in answer to his questions, were with the 
Rubber Division ? 

Mr. Gratz. Yes, sir. 

Senator Nixon. You had nothing to do with loan applications? 

Mr. Grarz. No, sir; didn’t even know what room they went into. 

Senator Nixon. Would you tell the committee how the compensa- 
tion that you received from Mr. Boyle was arranged? As I under- 
stand, it was on an hourly basis; that you were to bill Mr. Boyle for 
the same amount that you received, approximately, at the RF¢ 

Mr. Graz. That :: how we arrived at it. We were close personal 
friends, and we decided that we would take the figure that it was worth 
to him, my work at night and on Saturdays and Sundays, and make 
that the same as I got paid i in the daytime by the Government—RFC. 

Senator Nixon. I made up acomputation. For example, in the year 
1946, as I understand, you figured your time in that year as worth 
$3.50 per hour, approximately ? 

Mr. Gratz. Yes, sir. 

Senator Nixon. If an average of 3 hours per day was spent on this 
outside work, that would be 230 days of outside work. Would that 
be approximately what work you did for Mr. Boyle? 

Mr. Gratz. I billed him on that basis. I billed him on that basis. 
Saturdays and Sundays and nights and whatever the work was. 

Senator Nrxon. Will you explain what this work was? 

Mr. Gratz. Keeping his records and keeping track of his invest- 
ments and watching the current market on the stocks, from day to day, 
from the newspapers and the Wall Street Journal, and letting him 
know at all times what his financial position was. He just turned 
over to my keeping that part of his life. 

Senator Nixon. When would you see him? How often would you 
see him and discuss this with him ? 

Mr. Gratz. I talked to him on the phone every night and I would 
see him once or twice a week. 

Senator Nixon. You kept records of your time, you indicated ? 

Mr. Grarz. He was satisfied with my records. 

Senator Nrxon. I understand that. In answer to a question by the 
chairman that you kept records of the amounts of time you were 
spending. 

Mr. Gratz. Yes, sir. 

Senator Nrxon. Do you have those records ? 

Mr. Gratz. No. 

Senator Nrxon. Where are they? 

Mr. Gratz. No; 1 don’t have those records. 
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Senator Nixon. You kept such records? When you were asked for 
any records that concerned this transaction, your answer was you had 
none whatever ? 

Mr. Grarz. That is right. I kept a note or memorandum of some 
kind, maybe in a notebook, in order to tell Mr. Boyle how much he 
owed me, which he was satisfied to take. I had to compute the amount 
of time. 

Senator Nixon. You computed the amount of time and then you 
just destroyed the records; is that right? 

Mr. Grarz. That is right. 

Senator Nixon. You didn’t keep them? 

Mr. Gratz. No, sir. 

Senator Nrxon. Are you an attorney ? 

Mr. Gratz. No, sir. 

Senator Nixon. Are you an accountant? 

Mr. Gratz. Not a professional accountant. 

Senator Nrxon. What experience did you have in accounting? 

Mr. Gratz. I had a good deal of figure work at the Ford Motor 
Co. dealing with millions of dollars, and figures. When this thing 
started in 1946, I went over to the American University and for 2 or 
3 years took a night course a couple of nights a week, 2 or 3 hours. 
That course was in tax accounting. 

Senator Nixon. Do you have any documents at all to indicate what 
advice you rendered to Mr. Boyle or what computations you made 
for him? Do you have any communications between you and him 
in which you gave him an analysis of the market or anything of that 
sort ¢ 

Mr. Gratz. No, sir. We did all our discussions by telephone or 
orally, which was daily, and I didn’t have any records. 

Senator Nrxon. These records of your time were destroyed ¢ 

Mr. Grarz. I don’t have any such records. 

Senator Nixon. From where did you make your calls? 

Mr. Grarz. Either from his office or from my home. <A lot of this 
work I did at my home. 

Senator Nixon. You didn’t do any of it at your office? 

Mr. Gratz. No; not at RFC. 

Senator Nrxon. None at RFC? 

Mr. Gratz. No. I did at his law office nearly every night. 

Senator Nixon. I would like to question you about the $4,978.95 
worth of expenses. Let’s start in 1947. I notice that there was $1,389 
worth of expenses. I assume you kept records of those expenses— 
the worksheets for your income taxes? Do you have those records? 

Mr. Gratz. My income-tax statement. 

Senator Nrxon. I understand you have your income-tax payments, 
but do you have the records covering those expenses ? 

Mr. Gratz. I estimated those as the cost of my taxis from home 
or parking fees for my own car or the cost of my supper late at night, 
expenses of that type. 

Senator Niwon. First, we have taxis. Then you mentioned late 
suppers at night. 

Mr. Grarz. Yes. I live in Silver Spring, and expenses ran about 
$6.a day. I went down to the income-tax people and told them about 
this work and estimated it at $6 a day. 
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Senator Nrxon. What other expenses besides the taxis and su) 
pers ¢ 

Mr. Gratz. In case any of Mr. Boyle’s people were in the offic: 
at dinnertime, I took them with me, and I paid their expenses. 

Senator Nixon. How much entertaining did you do? 

Mr. Grnarz. Two or three times a week I might take someone to 
dinner. 

Senator Nixon. Take someone to dinner? ‘TI 

Mr. Grarz. Two or three people to dinner. they 

Senator Nixon. You just estimated this account? Is that how yo don’ 
arrived at the amount of $1.368¢ That is an estimate? me 

Mr. Grarz. I think most of that is an estimate plus any actual me 
expenses, such as buying books. didn 

Senator Nixon. Did you buy any books? 

Mr. Gratz. Yes. 

Sen: id Nixon. What did you buy? 

Mr. Gratz. I bought books to keep the records and schedules and 
things I wanted to use in my work. 

Senator Nixon. And then in 1947, $1,344—what is that? mat 

Mr. Grarz. That is the same way. the 1 

Senator Nixon. That is for taxis and late suppers? no 

Mr. Grarz. Right. Mr. Boyle wanted to reimburse me for all m) to tl 
out-of-pocket expenses. st 

Senator Nixon. 1948, $1,500 worth of expenses. The same thing! filed 

Mr. Grarz. Yes. abo 

Senator Nixon. 1949, ‘ 761. any 

Mr. Grarz. Same thing. M 

Senator Nrxon. On your income-tax return in 1946, did you return satis 
the $1,300 as expenses¢ Did you itemize it? 

Mr. Grarz. In the first 2 years I declared both the compensation for M 
the services and the reimbursement for expenses, and then in the last 
2 years I declared merely that portion. 

Senator Nixon. In the last 2 years you put no entry at all into your 
income-tax returns indicating vou received expenses ¢ 

Mr. Grarz. No. That was on the advice of my tax counsel, Mr. 

Kirschenbaum. 

Senator Nixon. Mr. Kirschenbaum ? 

Mr. Gratz. Yes, sir. 

Senator Nixon. In the last 2 years you indicated that you got, in out 
1948, $2,758 in fees—I have the wrong column. You indicated you A 
got $1,220 in 1948 and $500 in 1949. S50) 

Mr. Gratz. That is right. the 

Senator Nrxon. But you made no entry in your income-tax returns his 
nonenenNe the $1,505 or $761? 

Mr. Gratz. No. That was reimbursed, and receipts for whatever 
they were were kept in the office. 

Senator Nrxon. What receipts are you talking about ? 

Mr. Gratz. If I had receipts for any expenditures of that type. 

Senator Nixon. Do you have any of those receipts ? 

Mr. Grarz. I don’t have any of any kind, because I was reimbursed. 

Senator Nixon. Do you have any papers at all indicating that an) 


of these expenses, the $4,900, was put out by you? 
Mr. Gratz. No, sir. 
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Senator Nixon. Does Mr. Boyle have any ?¢ 

Mr. Grarz. 1 don’t know. 

Senator Nixon. Did you ask him? 

Mr. Gratz. No. 

Senator Nixon. You didn’t ask him before you came down? 

Mr. Gratz. No, sir. 

Senator Hory. Mr. Boyle is out of town. 

That is not material. He says they didn’t keep a record. He said 
they kept an account and rendered a bill at the end of the year. I 
don’t think we ought to go into that. 

Senator Nixon. $5,000 in expenses is not minor. 

Senator Hory. It is over several years. When I practiced law I 
didn’t keep records of those things. We settled them at the end of 
the year, and that was the end of it. 

Senator Nrxon. I respect the chairman’s judgment in such matters 
as this, but Mr. Gratz at that time was earning approximately between 
$8,000 and $10,000 a year with the RFC. He was a full-time em- 
ployee and his salary was supplemented to the extent of approxi- 
mately $11,000 in expenses and fees during a 4-year period. ‘That was 
the reason I was going into that. 

Senator Hory. I think that has been shown, but I was referring 
to the individual items. 

Senator Nixon. Ordinarily, I know when my income-tax return is 
filed the Internal Revenue people are very anxious to know what it is 
about if I list S700, $800, $900, $1,000, or $1,200 for expenses without 
any explanation. I think Mr. Gratz should be asked about this. 

Mr. Grarz. I was asked by the Internal Revenue and they were 
satisfied with the explanation. 

Senator Nixon. They have approved it / 

Mr. Grarz. Yes. 

Senator Nixon. In addition to the records we have from Mr. Boyle 
there is indication that in 1950 certain checks were drawn to cash 
which you endorsed. I will list those checks. 

On January 13, 1950, $500; on June 30, 1950, S250; on September 
15, 1950, S300: on November 10, 1950, $500; on December 11, 1950, 
S300; that is a total of $1,650. 

Those checks were endorsed by you. 

Would you tell the committee how those transactions were worked 
out ¢ 

Mr. Grarz. Boyle periodically drew $250 or $300 and occasionally 
$500 from his own bank account, but he doesn’t go to the bank to cash 
the check. He has somebody do it. In this case it was I. I got him 
his money and brought it back to him. 

Senator Nixon. They were all cases you say where Mr. Boyle 

Mr. Gratz. Wanted some pocket money. 

Senator Nixon. Some pocket money / 

Mr. Gratz. Out of his own bank account. 

Senator Nixon. And you went out and cashed a check for him? 

Mr. Grarz. Every single one of them. 

Senator Nixon. Referring to the check of 1913, 1950, in the sum of 
$300, do you recall that amount ? 

Mr. Gratz. Yes, sir. I do not recall that. I know that it happened 
so often that it is very logical. 


§1249—51-—-pt. 3 62 
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Senator Nixon. I note also a similar transaction appears the day 
before; you were not involved. A check of $1,000 was made to Mr. 
Merl Young. Mr. Boyle’s attorney informed us that was also cashed, 
as he says, for the purpose of providing funds for Mr. Boyle’s vaca- 
tion in Florida. Does that refresh your memory? Was the $300 also 
for that purpose ? 

Mr. Gratz. I don’t recall it. 

Senator Nixon. When did you present the $300 check for payment 
at the bank? Would you cash it the same day ? 

Mr. Gratz. Your counsel asked me the same question today. 

Senator Nixon. We haven’t talked to counsel about that. 

Mr. Gratz. They asked me before I got on the stand. Apparently, 
I cashed that check for Mr. Boyle and didn’t put it through the bank 
until several days later. 

Senator Nrxon. I note in the income-tax return also an entr y in the 
sum of approximately $900 from the Monarch Transfer & Storage Co. 
in Kansas City, Mo. 

Mr. Gratz. Yes, sir. 

Senator Nrxon. Would you explain what that was for? 

Mr. Gratz. That has no connection with either Mr. Boyle or RF¢ 

Senator Nixon. That is the reason I wanted to get it into the rec ord. 

Mr. Gratz. It is a payment those people made to me for some sales 
commissions. 

Senator Nrxon. What services were involved? Were those services 
rendered ? 

Mr. Gratz. Yes, sir. 

Senator Nrxon. By you outside your RFC time? 

Mr. Grarz. It was a sales commission that I got for helping him 
get a piece of business. It was not connected “with Mr. Boyle or 
RFC. This is an old friend, too, of many years standing. 

Senator Nixon. A sales commission for a piece of business with the 
Government ? 

Mr. Gratz. A piece of moving business, not with the Government. 
It was all purely independent. It occurred several hundreds of miles 
away. 

Senator Nixon. Were they private concerns? 

Mr. Gratz. Yes. 

Senator Nrxon. What concerns? 

Mr. Gratz. Monarch Transfer & Storage Co. of Kansas City, Mo. 

Senator Nrxon. You mean you got them a storage contract ? 

Mr. Gratz. A moving contract. It has nothing to do with the 
Government or RFC or Mr. Boyle. It was a piece of private business. 

Senator Munpr. Any reason you shouldn’t mention it? 

Mr. Gratz. Any reason I should? It is private oe 

It was the Monarch Storage & Transfer Co. of Kansas City, Mo. I 
have known those people for} many years. The president came to town 
and wanted to know if I could assist him with advice as to how to do 
this particular piece of business. I helped him in my spare time and 
I did it even while he was a guest at my home. 

Senator Munpr. They did business with someone. 

Mr. Gratz. I don’t see any reason for mentioning it. However, 
since it has already been mentioned, I will explain it “because I don’t 
want an imputation put on the thing. 


Senat« 


it, it’s al 


Senate 
Senat 
Mr. G 
any tim 
business 
Mr. G 
Senat 
am refe 
period | 
Did y 
Mr. ( 
word “} 
Sena 
Mr. ¢ 
else. I 
yer?” I 
~ How 
interes’ 
thing | 
Sena 
went t 
Mr. 
sense. 


body n 


solicit’ 
Sen: 
Mr. 
Sen. 
who h 
Mr. 
the se 
Sen 
refer 
your 
Mr. 
me if 
was, | 
Se 
Mr 
Sei 
about 
Mr 
Se 
you 1 
Mi 
se 


M 
Ame 





INFLUENCE IN GOVERNMENT PROCUREMENT 1171 


Senator Nixon. I am not pressing it. If he doesn’t want to answer 
it, it’s all right. 

Senator Hory. He doesn’t have to answer it if he doesn’t want to. 

Senator Nixon, I will pass it. I have no desire to follow it up. 

Mr. Gratz, your testimony is, as I understi and it, that you did not, at 
any time, while you were with the RFC, refer any clients or any legal 
business to Mr. Boyle? 

Mr. Gratz. That is right. 

Senator Nrxon. I am speaking now not just of RFC clients, but I 
am referring to any clients, any legal business of any kind, during the 
period from 1946 to 1950. 

Did you at any time refer a client or any legal business to Mr. Boyle? 

Mr. Gra'rz. Senator, I would like to answer that question with one 
word “No,” but then I would like to explain it. 

Senator Nrxon. Certainly; go right ahead. 

Mr. Grarz. I never solicited any business for Mr. Boyle or anyone 
else. If a man whom I knew would ask me, “Is Bill Boyle a good law- 
yer?” I would say, “Yes; I think he is.” 

However, I never solicited any business for him. I never had any 
interest in doing that and never received any compensation for any- 
thing like that. 

Senator Nrxon. Can you tell the committee whether any clients 
went to Mr. Boyle as a result of your referral ? 

Mr. Gratz. I have just said that I didn’t refer anybody in that 
sense. So I couldn’t know of anybody who went in that sense. Some- 
body might have asked me if Bill Boyle was a good lawyer, and I said 
“Yes.” He might have hired him, but I wouldn't know. 

Senator Nixon. You were his financial consultant ? 

Mr. Grarz. It was something personal. It had nothing to do with 
soliciting business for him. 

Senator Nixon. You knew who his clients were ? 

Mr. Gratz. If the checks came in, I kept track of them. 

Senator Nixon. Among the clients were any of those clients people 
who had questioned you about Mr. Boyle? 

Mr. Grarz. Possibly, but not to my knowledge at this moment, 
the sense you are asking. 

Senator Nixon. In other words, your testimony is that you did not 
refer any clients, that Mr. Boyle obtained no clients as a result of 
your recommendations? 

Mr. Gratz. In the explanation I have made; yes. If someone asked 
me if Bill Boyle was a good lawyer and then went over after I said he 
was, I wouldn’t know it. 

Senator Nixon. Did you ever discuss RFC business with Mr. Boyle? 

Mr. Gratz. No, sir. 

Senator Nixon. Did you ever have any conversations with him 
about what has happened at the RFC? 

Mr. Gratz. No, sir. 

Senator Nixon. In all your conversations you never discussed what 
you were doing at the RFC? 

Mr. Gratz. He knew what I was doing, just as any friend. 

Senator Nixon. Did you ever discuss it? 

Mr. Gratz. I discussed the rubber program in the jungles of South 
America, yes. 
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Senator Nixon. Did you ever discuss with RFC Directors matters 
other than those which were assigned to you in your Division? I am 
speaking now of the period when you were with RFC, not when you 
were at the national committee. 

Mr. Gratz. Not that I can remember, Senator. 

Senator Nrxon. In other words, whenever you contacted an RF‘ 
Director your recollection is that in every instance it was on the mat 
ter which came out of your Division or had something to do with your 
Division, Mr. Gratz? 

Referring tothe diary. Iam just interested in three or four specific 
points and I can ask you about them. 

Mr. Gratz. I don’t remember such, but if you will ask me the points, 
it might help me. 

Senator Nixon. I might say that as far as these questions are con- 
cerned they will relate only to recent periods because we have not yet 
obtained the diaries covering the 1946, 1947, and 1948 periods. We 
only have the Dunham and Willett diaries. 

Mr. Gratz. I was out of the country most of that time. 

Senator Nixon. You were out of the countr y when you were taking 
this money from Mr. Boyle? I said 1946, 1947, and 1948. 

Mr. Grarz. I thought you went back beyond 1946. 

Senator Nixon. You were in the country in 1946 through 1948? 

Mr. Gratz. Yes, sir. 

Senator Nixon. You were in the country from 1946 on? 

Mr. Gratz. Yes. 

Senator Nixon. You were in the country in 1947? 

Mr. Gratz. Yes. 

Senator Nrxon. I note you called on Mr. Dunham on June 1 with 


Albert Heubschman, of the Rolla Smith Co. Was that something 


referred to you? 

Mr. Gratz. Mr. Heubschman was manager of the Rolla Smith 
Corp., Bethlehem, Pa. He came to my office and said he wanted to 
expand his manufacturing activities and wanted to know if RFC was 
interested in selling a plant that he thought might be up for disposal 
in Bethlehem or Allentown. They are contiguous. I took him in 
and told him it was not in my department and didn’t know if they 
owned it or wanted to sell it. I took him to the people who knew, to 
Mr. Dunham. 

Senator Nixon, How did he happen to come to you? 

Mr. Gratz. He knew me. 

Senator Nixon. You had met him where? 

Mr. Gratz. I met him a lot of times. 

Senator Nrxon. In your work in the Rubber Division? 

Mr. Gratz. No. He was just a person I knew, an acquaintance. | 
believe I was the only person he knew in RFC and he came into my 
office and wanted me to advise him to whom to go. 

Senator Nixon. The purpose of this contact was simply to introduce 
him ¢ 

Mr.Grarz. Yes,sir. I followed that up several times. He called me 
back to see how the matter was progressing. I called and found out 
and told him. 

Senator Nixon. At this time were you with the RFC? 

Mr. Gratz. Yes, sir. 
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Senator Nixon. Have you received any remuneration, any gifts, 
any payment of any kind from the Rolla Smith Co. or from Mr. 
Heubschman ? 

Mr. Gratz. No, sir. We might have exchanged dinner courtes sles. 

Senator Nixon. | accept that. 

The other entry covers Mr. Schumacker. Do you recall that contact 
you made ¢ 

Mr. Grarz. Mr.,.Schumacker said he was an industrial or chemical 
or mining engineer and had a new process for the refining of nickel. 

Senator Nixon. Was that ordinarily m your Division ¢ 

Mr. Grarz. No. It could have been because I was in the Office of 
Production, but that plant he was referring to was not in production 
at that time. 

Senator Nixon. Again, how did he happen to come to you 4 

Mr. Grarz. I don’t remember. I remember Mr. Schumacker coming 
to the office. I don’t know how he got into my office. I don’t remem- 
ber ever meeting him before. M: ivbe he was sent there by someone. 
At any rate, he began to talk about his nickel process along the line 
that the nickel plants that RFC had represented some $30,000,000 of 
investment and had proven to be unprofitable because of the fact that 
the process being used did not extract enough nickel for the cost per 
ton to extract it. His new process might make the plant profitable 
and RFC might be able to recapture some of its investment. 

I took him to some of the directors—three or four of the Directors 
in the Corporation. 

Senator Nixon. I want to ask you the same question with regard to 
- company. Have you received any benefits, remuneration, gifts, 

r payments of any kind? 

Mr. Grarz. In his company ? 

Senator Nixon. Yes. 

Mr. Grarz. No, sir: not even a dinner 

Senator Nixon. On November 16 you were in with Ki Makching, 
American Security Bank, Honokalm, 

Mr. Grarz. As I recall it, he came in about that time with two or 
three people from Hawaii. He was probably sent by Governor Stain- 
back, whom I know. They wanted to interest RFC in looking at the 
economic condition in Hawaii. They wanted to get a branch of RFC 
open in Hawaii if possible. These out-of-the-country visitors were 
taken by me to two or three or maybe all of the directors. I took 
them to all who were available. They talked to Mr. Mulligan. I 
remember that. 

Senator Nixon. Was that in your division? 

Mr. Gratz. No: they came to my office. I think Governor Stainback 
sent him there. 

Senator Nixon. Your brother lives in Honolulu ? 

Mr. Gratz. Yes, sir. 

Senator Nixon. He is the one who was appointed collector of cus- 
toms ? 

Mr. Grarz. Yes, sir. 

Senator Nixon. His name is Tucker Gratz: is that right? 

Mr. Grarz. That is right. 

Senator Nixon. He was apointed collector of customs just recently ? 

Mr. Grarz. Yes: in the Hawaiian Islands. 
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Senator Nixon. Was he with these people at the time? 

Mr. Graz. No, sir. 

Senator Nixon. Did he have an interest in this matter ¢ 

Mr. Grarz. Not that I recall. 

Senator Nixon. Has he, to your knowledge, received any 
compensation ¢ 

Mr. Grarz. Iam sure he hasn't. I don’t know it. 

Senator Nixon. Have you? 

Mr. Gratz. I have not. 

Senator Nixon. Your testimony is that Senator Hastings was not 
in regarding the railroad problem? Was it your testimony that 
Senator Hastings was in regarding the Otis Co.? 

Mr. Gratz. As I recall, Senator Hastings sent Mr. Daly to me, or 
brought him to me, and he also came in on some large scheme involving 
the refinancing or reorganization of a group of railroads. 

Senator Nixon. He was in on the railroad problem ¢ 

Mr. Gratz. Yes; he was. 

Senator Nixon. How did he happen to come to you? This wasn’t 
a rubber matter in your Division ? 

Mr. Gratz. No. That was why I took these people to other places. 
They didn’t belong to my shop. 

Senator Nixon. I understand that. My question relates to how 
they happened to be referred to you. 

Mr. Gratz. The only reason I can think of is that they knew me and 
came in to see me. I, being very busy, took them to the proper place. 

Senator Nixon. Did Mr. Hastings know you? 

Mr. Gratz. I had met Senator Hastings. 

Senator Nixon. How did you happen to know him? 

Mr. Gratz. I met him around for years, I think. I don’t remember 
when I met him. 

Senator Nixon. Mr. Willett’s diary shows that on September 6 Bert 
Crane came in to see him with regard to the Sauganash in Chicago. 

Mr. Grarz. What is the first name ? 

Senator Nixon. Bert C-r-a-n-e. 

Mr. Gratz. 1 don’t remember either the name of the man or the 
company. 

Senator Nixon. S-a-u-g-a-n-a-s-h. 

Mr. Gratz. They came in to see me about it? I am quite sure it is 
an error. 

Senator Nrxon. It is possible that our diary entry is in error. It 
says: 

Bert Crane sent by Gratz in regard Sauganash Co. in Chicago. 

Your testimony is you don’t recall it? 

Mr. Grarz. I know a man named Crane. I don’t know his first 
name. I know there is a man named Crane from Chicago. I don’t 
remember sending him to Mr. Willett’s office. It is possible it hap- 
pened, but I don’t remember. I don’t know anything about the com- 
pany. I had no interest in it and received no compensation. 

Senator Nixon. December 28— 


Max Siskind was in Willett’s office re Thyson Roller Bearing Co. 


The diary indicates that you arranged the appointment for Mr. 
Siskind with Mr. Dunham. 
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Mr. Grarz. I recall that. 

Senator Nixon. Did Mr. Siskind’s business have something to do 
with the Rubber Division ? 

Mr. Gratz. No. I recall that incident. 

Senator Nixon. Do you recall the incident / 

Mr. Gratz. Yes, sir. 

Senator Nixon. Let me ask you this question before you answer it: 
Did Mr. Siskind come to see you in the first instance there and you 
made the appointment ¢ 

Mr. Gratz. As I recall that incident, it was at noontime. I was 
leaving my office for lunch, and Mr. Siskind either was in the hall 
or coming into my door, and said he had been waiting to see Mr. 
Dunham, and that he had to leave for another appointment and if 
I should run into Mr. Dunham, would I please tell him Mr. Siskind 
wanted to see him. 

I didn’t know what it wasabout. Whatever it was about, I probably 
did it. 

Senator Nixon. You knew Mr. Siskind for some time before that? 

Mr. Gratz. Yes, sir. 

Senator Nixon. You knew he was Mr. Boyle’s law partner / 

Mr. Gratz. Yes, sir. 

Senator Nixon. Your testimony was that you never had any interest 
in the American Lithofold Co. matter ¢ 

Mr. Gratz. Yes, sir. 

Senator Nixon. You were at the RFC when their loan for $80,000 
was approved / 

Mr. Grarz. I didn’t know it, but I was. 

Senator Nixon. You were employed there in another division 

Mr. Gratz. I was employed there for 7 years. 

Senator Nixon. Have you received any compensation or remunera- 
tion or gifts from American Lithofold or any of its officers ? 

Mr. Gr “ers I received a camera. 

Senator Nixon. Who gave it to you? 

Mr. Gratz. Mr. Green left a camera at my office at the Democratic 
National Committee as a Christmas present. 

Senator Hory. Which Christmas ¢ 

Mr. Grarz. Senator, it was last Christmas. I exchanged the cour- 
tesy with a box of fruit. 

Senator Nixon. This was one of the Polaroid cameras ¢ 

Mr. Gratz. Yes, sir. That was what they said it was. 

Senator Nixon. Did you know that the gift was from the Lithofold 
Co. ? 

Mr. Gratz. I believe that I did. We made a point of trying to see 
where anything like that came from, and I think I ore 

Senator Nixon. Mr. Green wasn’t in the habit of giving you $100 
gifts personally ’ 

Mr. Gratz. I didn’t know it had a value of $100. 

Senator Nixon. In fact, it was $150. 

Mr. Gratz. I never used it, and didn’t open it. 

Senator Nixon. You knew, in other words, the gift was from the 
Lithofold Co. ? 

Mr. Gratz. I believe I did. 

Senator Nixon. Your testimony is that you have had no connection 
at all with any matters affecting the Lithofold Co. ? 





1176 INFLUENCE IN GOVERNMENT PROCUREMENT 


Mr. Gratz. No. I considered it a Christmas gift of no intrinsic 
or monetary value. 

Senator Nixon. Do you know Mr. Blauner? 

Mr. Gratz. Yes, sir. 

Senator Nixon. Have you ever visited Mr. Blauner at his home in 

‘lorida ¢ 

Mr. Gratz. No, sir. 

Senator Nrxon. Have you ever visited him on any other occasion ? 

Mr. Grarz. No, sir. 

Senator Nixon. Under what circumstances have you met him? 

Mr. Gratz. When I met Mr. Blauner it was on the street, in a hotel 
lobby, and maybe five or six times to shake hands. I don’t suppose 
we have passed a hundred words between us. 

Senator Munpr. Let me ask you this first of all. You may have 
testified to this. 

Mr. Grarz. Will you permit me to do one thing before we go over 
to this. 

Senator Nixon asked me a question which in my mind was some- 
what involved, about whether or not, when I told the people in RFC, 
my associates and superior there, that I was doing this spare-time 
work I mentioned whether I was doing it for Mr. Boyle. 

[ don’t want. any misunderstanding even in my own mind about 
how I am answering these questions. 

In talking to Mr. Leece I don’t remember whether I told him that 
I told these “people that I was doing the work for Mr. Boyle. It is in 
two parts, that I was doing the work for Mr. Boyle. T don’t know 
whether it had any significance, the name of the man I was doing it 
for—Boyle or Jones or any other name. 

As I recall very distinctly, I told you it was for Mr. Boyle. This 
first question by Mr. Leece was asked me, I think the day before yes- 
terday, and I had been running it through my mind and IT have even 
discussed it with one of those superiors. He told me that I did tell 
him that I was not only doing the work, but was doing it for Mr. 
Boyle. 

That would account in my mind for my answering more completely 
your question than I did Mr. Leece’s question. 

Senator Nixon. The reason I asked the question was that Mr. 
Leece’s memorandum of this conversation with you—and I will read 
what he said—— 

Mr. Grarz. Mr. Leece told me he would let me see the memoran- 
dum of the discussion before we firmed it up. 

Senator Nixon. You can see it. 

Mr. Gratz. Go ahead, read it. 

Senator Nrxon. All it savs is, “He stated he had never made it a 
matter of record with the RFC.” 

This is the outside business. 

Mr. Gratz. That is right. 

Senator Nixon. That is correct, is it not ? 

Mr. Gratz. Made no official record. 

Senator Nixon. “Did not indicate to Mr. Schieck that he was em- 
ployed by Mr. Boyle.” 

That was why I asked the question. 

Mr. Graz. Does my explanation clear it up in your mind ? 
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Senator Nrxon. Did you indicate to Mr. Schieck that you were em- 
rae by Mr. Boyle? 

Mr. Grarz. I feel I must have, because he knew Mr. Boyle, and in 
discussing it I feel sure I mentioned it. 

Senator Nixon. Everybody down at the RFC who was familiar 
with this knew you were working in the period from 1946 to 1950 
on the outside for Mr. Boyle, outside your office hours? Is that right? 

Mr. Grarz. I would assume they were. 

Senator Nrxon. They knew that at the time Mr. Boyle was at the 
national committee, from April to December of that year, the people 
in the RFC—Mr. Hise and your immediate superior—all knew you 
were working for Mr. Boyle? 

Mr. Gratz. That I was doing this in my spare time and that the 
employer was Mr. Boyle; yes, sir. I think that is true. 

Senator Munpt. I started to say it is possible at the very beginning 
of your testimony before I came in you might have supplied this in- 
formation. I am not sure what information you have now since 
January 12, 1950, I know you were employed with the Democratic 
National Committee. as I understand it, in a full-time job. 

Mr. Gratz. I resigned ae the Democratic National Committee in 
March or April of this yea 

Senator Munpr. In Mare a or April of this year, from January 12 
to March or Apr il, you were a full-time, paid employee of the Demo 
cratic National Committee ? 

Mr. Gratz. Yes, sir. 

Senator Munpr. Was there a title? 

Mr. Gratz. I was appointed the executive assistant chairman and 
then was elected at the subsequent meeting of the national committee 
to the position that I had been appointed to. 

Senator Munpr, So that during February, April, June, and August 
of 1950 you were employed by the Democratic National Committee as 
executive vice chairman or vice chairman or something like that? 

Mr. Gratz. Yes, sir. 

Senator Munpr. During that time—I want to ask you about your 
contacts during that time with the RFC, when you had = at title and 
that position, and at that time you were not with the RFC but you were 
serving as a regular paid employee of the Democratic National Com 
mittee 

Mr. Gratz. Yes, sir. 

Senator Munpr. I want to limit my questions to that period. There 
are quite a few entries in the diary of calls you made to RFC during 
that period. 

Mr. Gratz. Yes, sir. 

Senator Munptr. I wonder if you could generalize what vour pur- 
pose was for making calls of that kind. I am trying to determine 
whether you were doing anything more than making appointments 
for friends or people and, if so, what you were doing. Would you 
respond to that general phase ¢ 

Mr. Gratz. Yes, sir. I will repeat what I said roughly before, 
Senator. 

I remember that I made calls for anyone who asked me to make 
an appointment for him. That would be (a); (6) would be that I 
never refused anybody’s request to make an appointment for him. 
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(c) I don’t think anybody ever got anything that they went for. And 
(d) I never got anything out of it. 

Senator Munpr. Let me ask you (e). Did you ever do anything 
more than make an appointment? Did you ever demonstrate an in- 
terest S having a decision made in one way or another? 

Mr. Gratz. Officially no. I might have felt that a person 

Senator Munpr. You couldn’t very well divorce it from your official 
position. You were an official and everything you did was as an 
official. 

Mr. Gratz. There was an explanation in that I might have had 
some interest in it, put some interest in the request. I have had people 
who came to me and said they had been waiting 2 weeks to see some- 
one. I might have said that I would see if I couldn't get it hurried up. 
He might have explained to me that he wanted to get home and wanted 
to catch a plane. I might have urged that someone at the corporation 
see him that day and permit him to go home. 

I always stated, however, that I didn’t know the merits of the case, 
wasn’t familiar with it, and all I was asking for was a courteous inter- 
view. 

Senator Munpr. Now we are getting to the point I am curious about. 
I can see where you might have asked that they please see this man on 
Monday instead of Wednesday. Iam asking whether you ever became 
an advocate of his cause. 

Mr. Gratz. Positively not. 

Senator Munpr. With that background I want to ask you about four 
of these appointments which have aroused my curiosity. 

The first is on Tuesday, April 11, 1950. If you will turn to that 
entry in the diary, Mr. Gratz, it says there: 

Mr. Turney Gratz, Democratic National Committee, tele pened regarding 
Calumet Iron Works. Said applicant is desirous of obtaining $500,000. 

At that time you were vice chairman. Up to that your answers (a), 
(5), (ce), and (d) are involved. Now we come to my (e). 


And ask Mr. Dunham to give the matter his favorable consideration when it 
is presented to the Board. 


That looks like a new category, doesn’t it? So I want you to answer 


it. 
Mr. Gratz. I have marked in my copy of this diary two little x’s 
One is there, because I think that is an unwarranted assumption on 
the part of the young lady who wrote that down. I never ever made 
a call that I didn’t preface it by saying that I knew nothing about the 
merits of the case. I even used those words until my office people got 
tired of hearing them. I am simply referring the man for courteous 
consideration. 
Senator Munpr. You put it in like a stockbroker puts in the state- 
ment on the bottom that he is not responsible for the recommendation ? 
Mr. Gratz. Positively. I never tried to influence the decisions. I 
knew it rested on the official he was going to see or send him to. 
Senator Munpr. I don’t know anything about that. I just had to 
go on the diary. Certainly you will agree that the diary indicates 
that you had asked Mr. Dunham to give ‘the matter his favorable con- 
sideration when it was presented to the Board. As I understand your 
statement, then, it is that that statement in the diary is false? 
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Mr. Gratz. The word “favorable” might have been in the mind of 
the person writing it down, favorably in the sense that he would see it 
that day or go ahead and look at it, but I never asked anybody to make 
any loan any place, any time, anywhere, or influenced the decision of 
any kind, or character, not even the minutest one. 

Senator Munpr. The next one is Friday, April 21, 1950: 

Telephoned Turney Gratz re Calumet Supply Co. of East Chicago, Ill. Told 
him the situation looked pretty bad. Did not see how the Board could possibly 
approve the loan. 

In conjunction with that telephone conversation of 10 days earlier, 
that indicates to me—having no other information but these two en- 
tries—that you asked him to give favorable consideration to the loan 
when he presented it to the Board and he called back and told you he 
was sorry but the merits of the case were such that the Board did not 
approve the loan. As a matter of fact, the Board did turn down the 
loan. 

Mr. Gratz. I couldn’t say anything about that. 

Senator Munpr. Whether you recommended it or not, your influence, 
if you tried to exercise it, did secure the loan. 

Mr. Gratz. I didn’t try to influence it. 

Senator Nixon. In the routine beginning of the conversation, you 
might well have said, “I am alling 1 up, but I have no particular in- 
terest in this. I am not employed by these people. I have no fee 
involved. I know this fellow is a pretty good outfit—this Calumet 
Iron Co. I wish you would give favorable consideration to it when 
you present it before the Board.” 

Mr. Gratz. I never said such words. 

Senator Munpr. Then, you testify this entry in the diary is false? 

Mr. Gratz. I don’t say it is false. I say that the person who wrote 
it down drew an unwarranted assumption that I was urging favor- 
able consideration of the loan when it was presented to the Board. 
I knew nothing about thiscompany. I didn’t know whether they were 
qualified to get a loan or not. I know how difficult it is to get a loan. 
They have to pledge their assets, their homes and their cars, and a 
lot of other things and still have to pay it back. 

Senator Munpr. That is important. 

Mr. Gratz. It was tome. As a matter of fact, I made it a point 
of telling these people, “If you get this loan, you know you are going 
to have to pay it back.” 

I never tried to influence them. 

Senator Munpr. I simply want to ask these questions because any- 
body reading that diary couldn't help raising them. 

Mr. Graz. I am glad you are asking them. I hope my answers 
are satisfactory to you. 

Senator Munpr. There is one more in that category. 

Wednesday, August 16, 1950: 

Turney Gratz called to congratulate Mr. Dunham and to see if Pacific Rubber 
couldn’t be made special and approved. 

That looks like category (e) in my book, too. That is something 
more than just making an appointment. That is more than just 
urging that the : appointment be on Monday instead of Wednesday. 

Mr. Gratz. I know something about that because it was a rubber 
matter. If I had still been with the Corporation, I would have had 
to handle it. That is where my second X is. 
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Senator Munpr. You were then a paid official of the Democrati 
National Committee ? 

Mr. Gratz. Right. But I had some information about it, because 
it was in my field of experience with the Corporation. I was think 
ing as arubber man rather than asa loan man. We were reactivating 
the synthetic-rubber plants across the Nation and as much as possible 
they were trying to get some small-business people into the rubber 
program instead of it all being in the large-business people. I knew 
all of that. 

Senator Munpr. In this entry you think the girl’s entry was not 
a mistake, but she didn’t know you were thinking as a rubber man 
instead of a politician ? 

Mr. Grarz. Well, I don’t know about “made special and approved.” 
I have put a second X in my book. That is where the other X is 
because I cannot recall using the words “made special and vp 
That isn’t my language. I always said if this thing is merited, if it 
is justified, if it is appropriate, if it is proper, give it as much con- 
sideration as you possibly can. 

Senator Munpr. Do you know, Mr. Gratz, from your long service 


in the RFC how these diaries are compiled? I know nothing ‘about it. 


lo the girls listen in on all those telephone calls and then put down 
the entry ? 

Mr. Gratz. A girl listens with one ear, takes the other telephone with 
the other ear, greets the other people who come in, and keeps the diary 
all at the same time. 

Senator Munpr. This is a girl’s explanation of what she has heard 
in the conversation ? 

Mr. Gratz. She guesses at what it is about. 

Senator Munpr. She listens in on it? 

Mr. Grarz. Part of the time. 

Senator Munnr. Then digests it in a few words? Is that standard 
operating procedure in the offices of RFC ? 

Mr. Grarz. Some of them do and some do not. I did not. 

Senator Munpr. Mr. Toole did. He thought keeping diaries was a 
bad practice. 

You did not ? 

Mr. Grarz. I don’t know whether 
practice. 


is a good practice or a bad 


Senator Munpr. I wasn’t thinking of that. I was thinking whether 
that was standard operating procedure for all the directors or whether 


each one had a separate procedure ? 

Mr. Gratz. I didn’t know that. 

Senator Munpr. I thought this was maybe a memorandum dictated 
at the end of the day by the director, but you say it was done by a girl 
listening in. 

Mr. Grarz. It could have been. But I assumed—maybe I heard 
somewhere—that this was the way they did it. The girl tries to write 
down what she thinks the ¢ all is about. 

Senator Munpr. That is all. 

Senator Hory. Any further questions? 

Senator Nixon. Yes, Mr. Chairman. 

I want to get back for just a moment, so we can have a complete 
understanding of this work with Mr. Boyle. I think you understand 
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the amounts that appear, particularly over a 4-year period, are of 
some consequence. 

As I understand it, the services that you rendered were what you 
might call bookkeeping services, primarily, or accounting services, or 
did they involve oa ice on stocks and bonds in addition ¢ 

Mr. Grarz. Yes, sir. 

Senator Nixon. Do you mean by that that there were numbers of 
stocks and bonds that you had to keep track of? 

Mr. Grarz. Mr. Boyle had some investments and I kept track of 
them for him constantly. 

Senator Munpr. By keeping track of them, do you mean in sort of 
an advisory service, that this might be a good time to sell or buy? 

Mr. Graz. Yes, sir. 

Senator Nixon. And, of course, as you know, Mr. Boyle retained 
Mr. Kirschenbaum ? 

Mr. Grarz. At my suggestion, Mr. Kirschenbaum helped me. 

Senator Nrxon. In fact, he paid him $500 in 1949 for accounting 
services. 

Mr. Gratz. At my suggestion, we needed some help. That was at 
tax time, at year-end closing. I wanted to be sure. i didn’t consider 
myself a professional bookkeeper. I am a businessman. I wanted 
to be absolutely certain we had these things as right as they could be. 

Senator Nixon. So your work, then, did not have to do primarily 
with the bookkeeping. You said you weren’t a professional book- 
keeper ? 

Mr. Gratz. No, I am not a professional bookkeeper, but I can keep 
books. 

Senator Nrxon. That wasn’t what you were doing for Mr. Boyle? 

Mr. Gratz. Yes, it was keeping his books, his financial records, any- 
thing to do with his finances. 

Senator Nrxon. What did the other accountants do? 

Mr. Gratz. They checked my work to see if I had it added up right. 

Senator Nixon. That ex pl ins the entries each year when Mr. Boyle 
retained other accountants ? 

Mr. Grarz. At my suggestion they came in and helped me at the end 
of the year. 

Senator Nixon. As I understand it, your testimony is that you see 
no difference between the fact that you were e mployed by Mr. Boyle 
prior to the time you became the national chairman, as I understand 
it. You saw no difference in the propriety of the employment before 
and after that time? 

Mr. Gratz. I don’t understand it, where any propriety is involved. 

Senator Nrxon. I see. In other words, you say not propriety is 
involved. 

Mr. Gratz. In helping a friend keep his books? 

Senator Nrxon. An RFC employee being on the payroll of the 
chairman of the Democratic National Committee or the Republican 
National Committee ? 

Mr. Gratz. No. 

Senator Nixon. I am speaking now of the period from April 1949, 
when Mr. Boyle became a paid official of the Democratic National 
Committee, to December 1950, when you were—— 

Mr. Grarz. 1949. 
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Senator Nixon. 1949, when you were an employ ee of RFC and he 
was chairman of the Democratic National Committee. 

Mr. Gratz. Here is why I see no difference. We are old personal 
friends. Mr. Boyle was busy. He wanted a personal friend. It was 
a mere coincidence that he was chairman of the Democratic National 
Committee and I worked on the staff of the RFC. He might have 
been in the cheese business and I might have been driving a taxicab, 
There was no other inference to be drawn out of it. 

Senator Nrxon. As far as you can see, as far as propriety is 
concerned, there would be no question involved as to the propriety 
of either national chairman having a Government employee on his 
payroll. 

Mr. Grarz. As long as we didn’t discuss politics or our employment. 

Senator Nixon. As long as you never discussed politics, as I under- 
stand ? 

Mr. Gratz. Not until I went over and got that political job. 

Senator Nixon. From 1946 until 1949, you never discussed politics ? 

Mr. Gratz. Not any more than casual conversation of the day that 
might be discussed by any citizen. 

Senator Monpr. Did that political job come as a complete surprise 
to you? On January 10 you thought you were going to be with RFC 
for life and then you became employed by the Democratic National 
Committee ? 

Mr. Gratz. They had been trying to get me there for a year. Mr, 
Boyle said he needed help. 

Senator Munpr. He discussed some of the political problems? 

Mr. Gratz. Yes, the burden of them. 

Senator Nixon. Have you worked with Mr. Boyle on any case other 
than those that he might have had with the RFC? I mean any case 
with the Government. You understand, I am not interested in any 
private cases. 

Mr. Gratz. I never worked with him on any case. 

Senator Nixon. Have you ever contacted any other Government 
agency on any cases in which either Mr. Boy le or Mr. Siskind was 
counsel ? 

Mr. Grarz. I never filtered any caller who came ito my office for 
these appointments. Quite possibly I made appointments for—it 
might have been even one of his clients without particularly knowing 
it. I testified before that I never refused to make an appointment for 
anybody. 

Senator Nixon. I am speaking now particularly of the period when 
you were with RFC and he was chairman of the Democratic National 
Committee. 

Mr. Gratz. No. I did my RFC work and that was a separate thing. 

Senator Nrxon. And at that time you recall no instance in which 
other cases were involved ? 

Mr. Gratz. No, sir. 

Senator Nixon. That is all, Mr. Chairman. 

Senator Hory. Senator Humphrey ¢ 

Senator Humpnrey. From 1946 to 1949 you were with the RFC; 
that right? 

Mr. Gratz. Yes, sir. 
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Senator Humpurey. Anytime during that period of service have 


you been questioned as to your integrity, your honor or your per- 
formance of duty? 


Mr. Gratz. No, sir. 

Senator Humpnrey. Have you ever been up before a Senate or 
House investigating committee during that period of time ? 

Mr. Grarz. No, sir. 

Senator Humpnrey. Have you ever had any complaints registered 
against you during that per iod of time? 

“Mr. Graz. No, sir. 

Senator Humpurry. Have you had any people complain about you 
who were your general constituents that you know of / 

Mr. Grarz. No, sir. 

Senator Humrenrey. Do you know of any records in the RFC that 
ever impugned your integrity or your honor ? 

Mr. Gratz. No, sir. 

Senator Humpnurey. I understood you to say that Mr. Boyle, after 
he became chairman of the National Committee, spoke to you about 
coming to work for him; is that correct ? 

Mr. Gratz. Yes, sir. 

Senator Humpnrey. Did you think that that was unusual, that a 
friend of some 18 years should ask you to join him in a very key job? 

Mr. Gratz. No, sir. I though it was quite logical. I considered it 
a great compliment, Senator. 

Senator Humrenurey. Let me ask you: Were all of the directors of 
the RFC at the time you came with the Democratic National Com- 
mittee associated with you all during the period of your service with 
RFC? 

Mr. Grarz. Yes, sir. 

Senator Humrnurey. All the directors had been ? 

Mr. Gratz. Yes, sir. 

Senator Humrurey. From 1946 to 1949, the same directors were 
present in 1950 that were there from 1946 to 1949? 

Mr. Gratz. No, sir. The Board changed from time to time. Some 
of the men who were directors one year would have occupied another 
position in the Corporation in the preceding year. 

Senator Humrurey. You said you were in the rubber program; 
is that right ? 

Mr. Gratz. Yes, sir. 

Senator Humrurey. Were you consulted by the directors on policy 
matters pertaining to loans? 

Mr. Gratz. No, sir; at no time. 

Senator Humrurey. Were you ever called into the inner sanctuary 
to discuss the policy decisions of the Board of Directors of the RFC? 

Mr. Gratz. With respect to loans, no, sir; but with respect to the 
operations of the rubber program. 

Senator Humpurey. I am speaking in respect to loans. 

Mr. Gratz. No, sir. 

Senator Humpnrey. In other words, you were never consulted as to 
the loan of the Hydrocol Corp. ? 

Mr. Gratz. No, sir. 

Senator Humrurery. Were you consulted as to loans with Litho- 
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Mr. Gratz. No, sir. 

Senator Humeurey. Any other loan? 

Mr. Grarz. No, never any loan at any time. 

Senator Humrurey. This question of .your expense account has 
been brought out and I would like to ask you one or two questions in 
reference to that. Were any telephone calls made from your home 
included in this expense account or were those all collect calls? 

Mr. Gratz. I don’t remember, Senator. It could be. 

Senator Humpurey. You said in your testimony that you recom- 
mended to Mr. Boyle this gentleman whose name you said was Kir- 
schenbaum ¢ 

Mr. Grarz. Yes, sir. He is a certified public accountant. He was 
my instructor at the tax school and I liked the way he instructed, and I 
asked him to help me and we paid him his regular time. That has been 
done all through these years, even until now. 

Senator Humpnrey. You also testified you = care of the day-by- 
day financial transactions and accounting of Mr. Boyle’s pet rsonal 
finances. Is that correct? 

Mr. Grarz. That is correct. 

Senator Humpnurey. How long have you been in business, Mr. 
Gratz, or been associated with business or business people ? 

Mr. Gratz. Iam almost 50 years old and I have been working ever 
since I got out of college. 

Senator Humpurey. Are you familiar with the general bookkeep- 
ing operations of an average business ? 

Mr. Gratz. Yes, sir. 

Senator Humrpnrey. Mr. Gratz, do you know 

Mr. Grarz. I studied bookkeeping in school. 

Senator Humpnrey. Do you know whether or not a company ora 
private firm or corporation ‘that keeps its regular books frequently « 
infrequently calls upon certified public accountants at tax per lode. ‘a 
inventory periods, for a special accounting ? 

Mr. Grarz. I think most good businessmen and all companies do 
that: practically all. 

Senator Humrnrey. In other words, is it your observation that a 
business firm or an individual who has rather sizable sums of money 
or a large number of transactions does not rely entirely for the final 
report upon its own accountants, but occasionally calls in or frequently 
calls in outside certified public accountants ¢ 

Mr. Grarz. That is correct. With the involved tax schedules and 
Federal income taxes, withholding and old-age and survivors benefits 
and various things thi it have to be accounted for. I think it is very 

customary that people who have sizable sums to take care of try to get 
a certified public accountant, and it is an important thing for an “outside 

accountant to check them periodically—some do so more than once 
a year. 

Senator Humpnrey. Did Mr. Kirschenbaum or did you—which 
one of the two—finailly put the approval on Mr. Boyle’s income-tax 
statement ¢ 

Mr. Gratz. Mr. Kirschenbaum. 


= 


Senator Humpnrery. Did he ever sign any papers that would so 


indicate ? 


Mr. Gratz. I think he did. 
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Senator Humpnurey. Is Mr. Kirschenbaum considered a reputable 
certified public accountant ¢ 

Mr. Gratz. One of the best in the United States. 

Senator Humpurey. Have you ever had anyone help you with 
your tax statements, your income-tax statements ? 

Mr. Grarz. Mr. Kirschenbaum. 

Senator Humpnrey. Are certified public accountants registered in 
the District of Columbia or the State of Maryland? Where does Mr. 
Kirschenbaum live / 

Mr. Grarz. Mr. Kirschenbaum, as I understand it, is a native 
Washingtonian. If they are required to be registered, here, 1 am sure 
he is. I don’t know the technical point. 

Senator Humpnurey. Maybe the Congress hasn’t passed a law to 
register certified public accountants. 

Mr. Grarz. Tam not advised on that technical point. 

Senator Humpurey. I am just inquiring as to whether or not 
this act has any penalties for violation of ethical conduct on the part 
of a certified public accountant. I have been informed that it does. 

Did Mr. en ee in preparing your 1946 income-tax state- 
ments, 1947, 1948, o any one of these or all—consult with you 
as to the item anieh as s exper ises ? 

Mr. Graz. Yes, sir. He helped me go over it and compile it. 

Senator Humeurey. In other words, he gave you professional ad- 
vice and guidance on this? 

Mr. Grarz. Yes, sir. 

Senator Humenrey. Is Mr. Kirschenbaum an instructor or pro- 
fessor in a college or university / 

Mr. Grarz. Ww hether he is at this time or not, I do not know. I was 
a student in the tax course of American University when he was one 
of the instructors. That was how I happened to recommend to Mr. 
Boyle that he be the certified public accountant. We called him in 
after Mr. Boyle told me to be sure to have a certified public accountant 
go over any figures I had. 

Senator Humpnurey. So your tax statement you are testifying now 
was gone over by a certified public accountant / 

Mr. Gratz. Yes, sir. 

Senator Humrnrey. So was Mr. Boyle’s / 

Mr. Gratz. Yes, sir. 

Senator Humpnurey. This item of expenses that you have; is this the 
total expense item listed in your income-tax statement for all your 
business expenses / 

Mr. Gratz. I beg your pardon, Senator ? 

Senator Humpnurey. I will restate the question in specifics. 

In the year 1949 you had listed $500 for services an $761 for ex- 
penses. 

Mr. Graz. Yes, sir. 

Senator Humpnrey. Was that item of expenses the total expense 
item vou included in your income-tax statement as an expense item 
for your business activities? 

Mr. Gratz. In that year I don’t recall that I stated any additional 
expenses. In one of these years I claimed greater deductions because 
I felt that I had not been fully reimbursed for these outside expenses. 

Senator Humpnrey. For those outside expenses? 
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Mr. Gratz. Yes, sir. 

Senator Humpnrey. Mr. Gratz, in your service with the Democratic 
National Committee—I wasn’t here when you started your testimony 
may I just digress to say there are other committees of the Congres: 
that are meeting besides this one. I happen to be on four of them and 
I have a little difficulty getting to all of these sessions. 

Senator Munpr. That goes for the six other members of the com 
mittee, I might add. 

Senator Humrurey. The Senator from Minnesota happens to have 
four assignments. That is unusual. 

Senator Nrxon. I think we will all stipulate that the Senator from 
Minnesota is the busiest Senator in the Congress. 

Senator Humpnurey. The Senator from Minnesota has been busy 
looking into some other loopholes in the last 3 or 4 weeks. 

You say you came to the committee January 12, 1950? 

Mr. Gratz. Yes, sir. 

Senator Humpnrey. When did you leave? 

Mr. Grarz. March or April of 1951. I went into the hospital around 
that time. I am not sure of the exact date. 

Senator Humpnurey. You severed your service at that time ¢ 

Mr. Gratz. I resigned. 

Senator Humpnurey. During the time you were in the employ of 
the Democratic National Committee do you recall whether or not any 
conferences or meetings were held with representatives of th Litho 
fold Co., for example, or any other company, in reference to securing 
RFC loans? 

Mr. Gratz. No, sir. 

Senator Humpnrey. Did you sit in any meeting pertaining to loans? 

Mr. Gratz. No, sir. 

Senator Humpurey. You said you frequently made calls—not only 
frequently but if anybody asked you to make a call, you made one. 

Mr. Gratz. Everyone that asked me, yes, sir. 

Senator Humpurey. Did you have quite a traffic up to-the Demo- 
cratic National Committee? 

Mr. Gratz. It is supposed to be the busiest office in the United States 
of America. 

Senator Humpurey. I am glad we got that record straight. I now 
come second. 

Mr. Grarz. Part of that is due to calls from Senators. 

Senator Humpnrey. Do people come from many parts of the 
country ¢ 

Mr. Grarz. All over the United States; yes, sir. 

Senator HumpnHrey. Kon yenetve calls from other parts of the coun- 
try asking you to make appointments? 

Mr. Grarz. Yes, sir; hundreds of calls a day. 

Senator Humpurey. Many of these calls are directed to Mr. Boyle, 
ure they not? 

Mr. Gratz. They are all—usually all of them—directed toward the 
chairman and it is physically impossible for the chairman to take 
them all. Other people have to take them. 

Senator Humpurey. Who were some of the people who took those 
calls ¢ 

Mr. Graz. I usually was the No. 1 to take them after the chairman. 

Senator Humpnrey. Did you feel any sense of responsibility as the 
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executive to the chairman of that Democratic National Committee to 
follow through on these requests for services? 

Mr. Graz. Yes, sir; a very grave responsibility. 

Senator Humpnrey. In your “desire to be of serv ice, am I to under- 
stand that you frequently placed calls to the agencies of Government 
securing appointments and securing opportunities for constituents to 
be heard or to be seen ¢ 

Mr. Grarz. Yes, sir, frequently—all day, every day. 

Senator Humpnurey. How long have you been in so-called political 
activities 

Mr. Gratz. From January 12, 1950, to April or March 1951. I have 
always worked for the Democratic Party with my friends. I have 
never worked for pay before. 

Senator Humpnrey. Then you wouldn't be in a position to answer 
the question I was going to ask. I was going to ask whether or not in 
your experience you had found it a common practice for people in 
public life to frequently call other people to solicit attention for their 
friends. 

Mr. Grarz. Well, I do have experience in that. When I came here 
during the Republican administration, I always went to my Republi- 
‘an friends to call up for appointments. 

Senator Humpnrey. You were a young man then. 

Mr. Gratz. Yes, sir; I was young. 

Senator Humpnrey. You said when you came here during the Re- 
publican administrations you did what ? 

Mr. Gravrz. I called on my friends to get appointments to see who- 
ever I had to see. 

Senator Humrnrey. Did your friends respond ? 

Mr. Gratz. Always. 

Senator Humpnrey. Do you think the Members of the Congress re- 
spond to requests for assistance from their constituents ? 

Mr. Gratz. Yes, sir. I think it is the universal rule that the staffs 
of all these offices in town are informed to help every visitor that walks 
in the door, whatever his objective is. 

Senator Humpnrey. Would you like to make a calculation how long 
a Member of Congress would last if he didn’t ? 

Mr. Gratz. No, sir; I couldn't calculate that. 

Senator Humpnrey. In other words, you feel it is proper or im- 
proper for a man in public life to introduce a sondiatied nt, whether he 
is a friendly constituent or an unknown constituent or an opposing 
constituent, to an area in the Government ? 

Mr. Gratz. I think it is proper and the duty and obligation. 

Senator Humpnrey. I have no further questions. 

Senator Nixon. I want to clear something up. Senator Humphrey 
Was questioning you about these expenses and your other expenses on 
your income-tax returns. I think your answer was clear as far as I 
was concerned. I wanted to be sure the record was absolutely clear on 
it. There was no connection whatever between these expenses for the 
work you were doing for Mr. Boyle and the other deductions we take 
for personal deductions on a return. For example, in your 1949 return 
you took the standard deduction and in addition you did not list these 
expenses at all, did you? 

Mr. Gratz. That is a financial and accounting business I was en- 
gaged in and I took the business deductions under that. 
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Senator Nixon. In 1950 you did likewise, didn’t you? 

Mr. Grarz. Yes, sir. 

Senator Nixon. In 1946 and 1947, although I have not seen those 
returns, in addition to those years you reported these expenses on 
your income-tax return. You listed these expenses. 

Mr. Grarz. Yes, sir. 

Senator Nixon. You listed the total amount you received from Mr. 
Boyle and then deducted these expenses. 

Mr. Grarz. That is right. 

Senator Nixon. But those expenses, that amount which we went 
over before and which totaled a little over the 4-year period in the 
amount of $4,978.75, those expenses on your income-tax return were 
entirely attributable to the work you were doing for Mr. Boyle and 
Was so returned; is that not the case? ‘ 

Mr. Gratz. Yes. 

Senator Nixon. And had nothing to do with your other deductions 
or expenses you had ? 

Mr. Gratz. If I understand the question, the answer is “Yes.” 

Senator Nixon. One last question: Have you had any other income 
from any other source by way of remuneration, gift—leaving out the 
lunches or dinners—or otherwise in the year of 1946, 1947, 1948, and 
1949, other than the income you received from the RFC, Mr. Boyle, 
and from the Monarch Paper Co. ? 

Mr. Gratz. Pardon me. [The witness conferred with his attorney. | 

We have one $25 item in one year where I helped another man add 
up his books and things for one afternoon, one Saturday afternoon. 
Outside of that I don’t have any. 

Senator Nixon. You have had no other income of any type or any 
manner from any individual, corporation, or any other person / 

Mr. Gratz. No, sir. Your counsel has access to my bank state- 
ments. 

Senator Nrxon. Referring to the year 1950, the year you were with 
the national committee—— 

Mr. Gratz. Yes, sir. 

Senator Nrxon. I want to ask you the same question. In that year 
you did not have income from Mr. Boyle. Did you have any income 
outside the national committee ? 

Mr. Gratz. No. I had my accumulated leave that I receive from 
RFC because I left in January and the salary that the Democratic 
National Committee paid me, and that was all. 

Senator Nixon. That is all. 

Senator Munpr. Let’s take the sample year of 1947. This is the first 
time I have seen these figures. Your fee from Mr. Boyle was $1,870, 
and your expenses were $1,344.95; is that right ? 

Mr. Gratz. Yes, sir. 

Senator Munpr. Were those both listed under income taxes as 
income ¢ 

Mr. Gratz. Which year is that? 

Senator Munor. 1947. 

Mr. Gratz. Yes. 

Senator Munpr. Did you make a charge-off for the $1,544.95 some 
place ? 

Mr. Gratz. Yes, sir. 


Sena 
Mr. 
expens 
the In 
reimbu 

Sen: 
Mr. 
expens 
I thin 
reimbi 
Sen: 
Mr. 
Sen: 
Mr. 
Sen 
Mr. 
Sen 
Mr. 
I felt 
that I 
Sen 
stand 
incor 
out-of 
thoug 
Mr 
Sel 
500.” 
Mr 
will « 
Sei 
Mr 
Sel 
paid 
to re} 
Mr 
Se 
disre 
Th 
expel 
Mr 
owed 
Se 
Gove 
you | 
inclu 





INFLUENCE IN GOVERNMENT PROCUREMENT 1189 


Senator Munpt. As out-of-pocket money ? 

Mr. Gratz. In that particular year I listed my estimate of my full 
expenses, and it was two or three hundred dollars more than I asked 
the Internal Revenue people to give me credit for, that had not been 
reimbursed for. 

Senator Munpr. From whom? 

Mr. Gratz. From any source, under the income-tax law—If you had 
expenses for which you are not reimbursed you can claim them—and 
I think I had $1,700 as my estimate of expenses for which I had been 
reimbursed $1,344.95, and I asked to be credited with the difference. 

Senator Munpr. About $400 difference ? 

Mr. Gratz. They allowed half of that, in consultation. 

Senator Munpr. They allowed $200 of it ? 

Mr. Gratz. Something like that. I am not sure. 

Senator Munpr. What was the nature of those expenses / 

Mr. Gratz. Similar type of expenses in this outside—— 

Senator Munpr. You mean taxicabs coming to work, and so forth? 

Mr. Gratz. When I got around and made out my own income tax, 
I felt I had not been fully reimbursed, and my accountant suggested 
that I claim the deduction. 

Senator Munpr. I am not questioning it. I am trying to under- 
stand it. If I understand it, when you got around figuring up your 
income tax, you figured that, instead of actually its ‘being $1,344.95 
out-of-pocket expenses which you had on this outside activity, you 
thought you actually spent $1,700 for that purpose. 

Mr. Graz. That is right. 

Senator Munpr. They said, “We don’t think so. It should be $1,- 
500.” 

Mr. Grarz. They said, “We will agree you had expenses here. We 
will allow part of them.” 

Senator Munpr. They allowed $200? 

Mr. Gratz. Something like that. 

Senator Munpr. As it actually happened, the Federal Government 
paid the expenses of Bill Boyle to the extent of $200 because he failed 
to reimburse you; so, they actually paid. 

Mr. Gratz. That is a conclusion I don’t know how to make. 

Senator Munpr. That is how it worked out. I am not saying it is 
disreputable on your part. 

The Federal Government actually paid Mr. Boyle’s bookkeeping 
expenses. 

Mr. Gratz. I sat down with the adjuster, and they figured out what I 
owed them and I paid them. 

Senator Munpt. I am saying that as a matter of fact the Federal 
Government paid $200 worth of expenses because Boyle had not paid 
you that money, not because he had not wanted to but you failed to 
include it. 

I don’t see how you can escape that deduction. 

Mr. Gratz. I went to the Bureau and talked to some stranger, who 
worked out the schedule, and I made the additional payment on the 
tax, whatever it was. 

Senator Munpr. Iam not questioning that. You said “$1,700.” He 
said “$1,500.” Had they allowed the $1,700, it would have meant 
the Federal Government would have paid $400 of Mr. Boyle’s book- 
keeping expenses. 
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Mr. Gratz. They cut it down to $200. On that $200, tax was paid. 

Senator Munpr. Because you failed to submit your expense ac- 
count, it meant that Brother Boyle didn’t have to pay it to you, and 
the Federal Government paid that $200 to you. 

Mr. Gratz. In that year I pointed out to the tax people that I had 
a lot of expenses in connection with my Government employment. 
We had a lot of out-of-town people whom we took out to dinner, and 
there was no way of being reimbursed for that. I had a lot of ex- 
penses in connection with my work. They lumped it all and made me 
pay the difference. 

Senator Munpr. I am not saying you did wrong or the Internal 
Revenue Bureau did wrong. Iam translating what happened. The 
$200 was allowed. That was money that Mr. Boyle would have paid 
to you. 

Mr. Grarz. I pointed out that I had expenses as a top official in 
RFC, for which I couldn’t be reimbursed, involving taking people to 
lunch, et cetera. 

Senator Munpr. Government officials cannot do that anyhow. We 
found that out. 

Senator Hory. Mr. Gratz, thank you very much. 

Mr. Gratz. Thank you. 

Senator Horry. I will put in here, as part of the record, an extract 
from the minutes of a meeting of the Board of Directors of the Re- 
construction Finance Corporation held September 18, 1950. This is 
a resolution adopted by that Board. One of the Senators asked that 
it be included in the record. 

(The resolution referred to above was marked “Exhibit No. 44,” 


and may be found in the appendix on p. 1251.) 

Senator Hory. The committee will now take a recess until called to- 
gether again. 

No further hearings will be held immediately. 

(Whereupon, at 5: 05 p. am., the meeting was adjourned.) 


Date | 
Recei 
Date | 
Estab 
Busin 
where ¢ 
number 
Empl 
Loan 


1In ey 
the borr 





APPENDIX 
EXHIBITS 


Exnuisit No. 3 


er me 


KOERNER’S RESORT on Spider Lake 


baht 2b RS 8s MA tialte ei 


eae 


ExuHisit No, 4 


OFFICE OF LOANS, BUSINESS LOAN BRANCH, 
St. Louis Agency, February 28, 1949. 


ADDITIONAL AND REFUNDING LOAN—RECONSIDERATION 


American Lithofold Corp., St. Louis, Mo. 


Date of application—November 19, 1948. 

Received in Washington—December 20, 1948. 

Date of reconsideration request—January 14, 1949. 

Established—June 15, 1936. 

Business—Printing of business forms, especially the fanfold and snap-out type 
where carbon paper is interleafed with paper. These forms are used by a large 
number of commercial firms and by the Government. 

Employment—At present 376. No increase anticipated from loan. 

Loan applied for—$548,219.50." 


1J—n event the directors are disinclined to approve a refunding loan of the above amount, 
the borrower requests consideration of an additional loan in the amount of $125,000. 
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Maturity requested—December 1, 1956. 

Efforts made to obtain requested loan from banks or other sources—Applica- 
tion for loan was submitted to the First National Bank, St. Louis, Mo., but 
bank declined the loan, giving as reason that borrower’s financial condition as 
reflected by its statement did not warrant any further extension of credit. 

Participation—None. 

Previous action—Application for $548,219.50 was declined by directors on 
January 13, 1949. 

sasis for reconsideration—Borrower has requested that application be sub 
mitted for the Directors’ reconsideration. As indicated above, borrower would 
also like consideration on basis of additional loan of $125,000 if Directors are 
disinclined to approve an additional and refunding loan of $548,219.50. 

Purpose— 

Requested 
Refund existing RFC (SWPC loans) $158, 219. 50 
Pay W. E. Heller & Co., inventory loan 101, 747. 50 
Repurchase accounts receivable from W. E. Heller & Co 149, 768. 66 
Working capital 138, 488. 94 


| 548, 219. 50 
Recommendation : 
Agency manager: Decline. 
Review committee: Decline. 
As alternative proposal borrower has suggested loan of $125,000 to mature in 
1 year, purposes to be as follows: 
Requested 
To retire mortgage on buildings used by borrower, mortgage held by 
R. J. Blauner, vice president and general manager, and Antoinette 
Blauner __-___ sii tls peel i cag iol chads cial ae a ee $42, 
Balance, working capital 


Total 125, 000 


Recommendation: 
Agency manager: Decline. 
Review committee: Decline. 

Agency advisory committee recommends.—Decline loan $548,219.50; no advice 
re loan of $125,000. 

Agency review committee recommends.—Decline loan $548,219.50 and alterna- 
tive loan of $125,000. 

Agency examiner recommends.—Decline loan of $548,219.50. 

Washington Examiner Brodie recommends.—Decline both loan of $548,219.50 
and alternative loan of $125,000. 

Small Business Division recommends.—A refunding and additional loan of 
$500,000 or an additional loan of $80,000 for working capital, with preference for 
refunding and additional loan of $500,000. 

Status of outstanding loans.—The following is status of outstanding SWPC 
loans transferred to RFC under Executive Order 9665: 


Approved Disbursed | 
| | Delin 


ty alance 
Maturity | Balance quent 


| 
Amount Date |} Amount | 


$1,671,000 | July 25,1944 | $1,671,000 | Sept. 13,1944 | Dec. 13,1952 | $140,535.30 | Non 
40,776 | Sept. 15, 1945 40,776 | Dec. 14,1945 | Dec. 5,1950 | 18,694.20 | Non 
ie | ; ee es airy ; | 159, 229. 50 
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Repayment schedule: 
Loan No, 1: $1,850, plus interest, monthly. 
Loan No. 2: $339.72, plus interest, monthly. 
Use of proceeds: 
Loan No. 1: 
Pay Commercial Investment Trust : $371, 000 
Purchase machinery and equipment 40, 000 
Loans to Forms, Inc., (subsequently merged ) ‘ $00, OOO 
Working capital ; ae _. 860,000 
Total : ; , 671, 000 
Loan No, 2: Purchase machinery and equipment 10, T76 
Collateral now held—|[000 omitted]: 
Machinery and equipment: 
Cost ae S094 
Net book value _ $848 
Appraised value : ; ‘478 
Loan value ; 1167 
1For details see attached memorandum of RFC Engineer M. M. Repass, covering his 


inspection of Feb. 2 and 3, 1947. (Agency gives appraised value as $528,000 and loan 
value of $141,000.) 


Guaranty: Personal guaranty of R. J. Blauner, vice president and general 
manager, and wife. Guaranty is secured by a mortage on the bank and 
building occupied by the borrower, subject to a first mortgage in the amount 
of $42,734.70 held by Neimeyer Estate. Land and buildings, as indicated in 
Mr. Repass’ report, are appraised at $247,500 and in his opinion have a loan 
value of $119,586, or S76,8S52 in excess of the outstanding first mortgage. 

Collateral offered for new loan ($548,219.50).—In addition to the above col- 
lateral borrower also proposes: 

1. To assign current accounts receivable, in the amount of $250,000, of 
which around $149,800 are to be repurchased from Heller & Co., assignment 
to be on basis of SO-percent loan value. 

2. Pledge of inventory (acceptable carbon paper and paper) with value 
of $177,000, advances to be made at 65 percent of its value. 


To recapitulate collateral on above basis: 
Loan value: 
Machinery and equipment s ; $167, 000 
$250,000 accounts receivable at 80 percent_. =00, OOO 
$177,000 pledged inventory at 65 percent________- . 115, 000 
Equity in real estate i ies cise E 76, SOO 


‘Total __ - a $a ’ ADS, SOO 


Collateral offered for alternative loan of $125,000.—Upon payment of $42,000 
to retire balance owing on first mortgage on land and buildings, R. J. Blauner 
and his wife have agreed to accept common stock of the borrower in exchange 
for the property. Borrower then proposes to execute a first lien to the RFC. 
No mention is made of the fact that the RFC already, through the secured 
guaranty of the Blauners, has a lien on these properties subject to the existing 
first mortgage. 

Financial statement as of October 31, 1948 (cents omitted). 


ASSETS 
Current: 
RI i incvaiiticew tates 
Accounts receivable: 
re: OR) Se ois 
From W. H. Heller Co____ 


Inventory : 
Raw materials______- : 5, 480 
Work in process. aeeens i ; , 460 
Finished goods : , 114 
————. 346, 054 
——— $425, 834 
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ASSETS—continued 


Fixed assets, net $378, 634 
Estimated income tax refund due 12, 000 
C/S/V Life Insurance 8, 922 
Due from officers (advanced against sales) 23, 136 
Deferred 36, 664 
Other 5, 450 


888, 641 


LIABILITIES 


Current: 
Note due Heller (inventory loan) 
Accounts payable—current 86, 979 
Accruals 71, 567 
Reserve for Federal income taxes____._________________ 18, 027 


————- $278, 320 
RFC loan 161, 409 
Capital (preferred, $25,000; common, $373,000) 398, 100 
Surplus__- 50, 811 


Total 888, 641 
WORKING CAPITAL 


IOUS I i i Be 8 re a a ek ee Ne $423, 834 
TUNE Na nn 278, 320 


~———____,, 


Tr UN ia es i ee 145,514 


Earnings (year ends December 81 (000 omitted) .— 


1943 1944 1945 1946 i. 


Net sales $1, 590 $3, 212 $3, 236 $3,015 | $2,455 2, 256 
Net profit or (loss) 25 41 16 6 (48) (6) 


Salaries and commission to officers ! ( 187 183 110 105 
Depreciation 19 23 27 | 31 
Federal income and excess profits tax 2 76 116 23 (81) 
Dividends paid chile 5 2 1 i . 


! Includes commissions paid to sales agents controlled by R. A. Blauner (son). 


Management.—R. J. Blauner is vice president and general manager. He re- 
sides in Chicago and is said to be absent from the home office about 80 percent 
of the time. He does spend considerable time on the road in the interest of 
sales, is capable in the matter of production and sales, but apparently has poorly 
handled financial matters, control of costs, and expenses. Mr. Blauner is also 
an officer of American Carbon Co. which supplies borrowers with carbon paper. 
In addition to his salary of $12,000 from borrower, he, in 1947, drew a salary of 
$30,600 from American Carbon. He is also interested in a copartnership known 
as Machinery Development Co., to which the borrower paid $41,700 in 1947 for 
equipment, rental, and engineering services. 

A. M. Bridell, son-in-law of R. J. Blauner, handles Chicago sales. His com- 
mission through October 1948 amounted to $36,943.14. 

R. A. Blauner, son of R. J. Blauner, formerly handled sales in the East. In 
1947 he drew from the borrower salary and commission totaling $18,907. Com- 
missions of $38,082 were paid by borrower to Atlantic Coast Sales, a proprietor- 
ship wholly owned by R. A. Blauner. Also commissions of $13,555 were paid by 
borrower to Systems Engineering Co. and B-K Supply Co., controlled by R. A. 
Blauner. At request of his father, R. A. Blauner resigned in October 1948, but 
it is not clear to what extent his sales organizations will continue to serve the 
company. 

As evidence of lax financial control agency points out that the average of sell- 
ing expenses, general and administrative expenses, and officers’ salaries for the 
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past 6 years equaled 22.9 percent of sales, as compared to average of 15.5 percent 
experienced by eight similar companies for the same period. 

Comments of Washington Examiner.—The financial statement of borrower 
clearly shows the need of additional working capital and the desirability of pay- 
ing off the Heller inventory and receivables loans. Company is paying approxi- 
mately 14 percent for money from the factors, which, if borrowed from the RFC, 
would result in a savings of 10 percent. On the $225,000 now borrowed from 
Heller this would result in a savings of $22,500 per annum. The financial state- 
ment also indicates a heavy inventory, particularly in items purchased from 
companies in which officers of borrower have an interest. Reference has already 
been made to apparently excessive selling expenses, general and administrative 
expenses, and officers’ salaries. With better control of these items, or at least 
some reinvestment in the company by interested parties of the amounts with- 
drawn by them, company would probably find itself in much better shape today. 
Original loan of $1,671,000 approved by SWPC in July 1944, was primarily for 
purpose of paying out the Commercial Investment Trust and supplying additional 
working capital. While this loan has been paid down to around $140,500, company 
is again in a position where it is requesting funds to pay off a factor and to supply 
additional working capital. 

As for the larger loan applied for, earnings for the past 3 years do not give 
assurance of retirement of loan within a reasonable period of time. Borrower, 
however, points out the savings to be effected by payment of borrowings from 
factor and also states that other savings are assured. With these savings and 
anticipated volume somewhat in excess of $5,000,000 borrower has submitted 
a projection for the next 12 months, indicating a net profit of $55,643. Even on 
this basis the loan would not be paid off in a period much under 10 years, which, 
in this Examiner’s opinion is too extended a time, especially considering that 
a large percentage of the loan is to be secured by assignment of accounts receiv- 
able and pledged inventory. 

As for the alternative additional loan of $125,000 for which borrower has 
requested consideration, this would appear not warranted, as no security is 
being offered other than that which we now have indirectly for the existing loans 
under the secured guaranty of the Blauners, and the loan value of existing col- 
lateral would be insufficient to support this loan together with outstanding 
loans. 

The favorable factors of the situation are: 

1. Borrower is Maintaining a substantial volume of business. 
2. Over-all management appears satisfactory from standpoint of 
production. 

Security, with assignment of accounts receivable and pledged inven- 
tories, on loan values established by RFC Engineer Repass, would 
appear sufficient to support loan in larger amount requested. 

4, Expenses of borrower would be substantially reduced through say- 
ings in interest charges. 
unfavorable factors, which in examiner’s opinion, outweigh the favorable, 


1. Unsatisfactory ratio of debt to net worth. 

2. Unsatisfactory earnings. 

3. Excessive sales commissions. 

4, Continuous drawing off of profits through large payments to controlled 
companies and partnerships. 

5. Lack of satisfactory cost records and inability to determine such, as 
indicated by the 1947 audit. 

6. Need for injection of additional equity capital. 

Comments of Small Business Division.—Attached is copy of memorandum of the 
Small Business Division, in which is suggested consideration of loan in the 
amount of $500,000, or alternative of $80,000. 

Recommendation of Washington Examiner—Declines refunding and additional 
loan of $548,219.50 and alternative additional loan of $125,000. 


=, 


G. W. Bropie, 
Examiner. 
Review committee concurs with Washington examiner: 
G. P. LUCE. 
FRANK T. RONAN. 
T. E. Parks. 
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Exulstr No. 5 
REPORT OF WASHINGTON EXAMINER ON AGENCY-DECLINED LOAN 
St. Louis Agency, January 13, 1949. 
American Lithofold Corp., St. Louis, Mo. 


Established —June 15, 1936. 

Business.—Printing and sale of continuous business forms, tabulating forms, 
fanfold and snap-out forms. Selling to some 2,000 customers east of the Rockies, 
and to a number of Federal Government offices. 

Hmployment.—s37s. 

Loan applied for.—$548,219.50. 

Vaturity requested.—December 1, 1956. 

Participation.—None. 

Previous action.—None by RFC, Following is status covering outstanding 
SWPc loans, transferred to RFC pursuant to Executive Order 9665. 


Approved Disbursed 


Balance | Delin- 
due quent 


- aturity 
A :nount Date Amount | Dat 


449-L... $1,671,000 | July 25,1944 | $1,671,000 | Sept. 13,1944 | Dec. 13,1952 | $140, 5385. 30 None 
1055-L_.. 40,776 | Sept. 11, 1945 40,776 | Dee, 14,1945 | Dee. 5, 1950 18, 604. 20 None 


Repayment schedule: 
SWPCH4149-L, $1,850.00, plus interest, monthly. 
SWPC-1055-L, $339.72, plus interest, monthly. 
Use of proceeds: 
SWPC—449-L : 
Pay Commercial Investment Trust__-__---- : en $371, 000 
Purchase machinery and equipment__--_ ~~ 40, OOO 
Loan to Forms, Inc, (subsequently merged) 7 100, 000 
Operating expenses.................. eeteien wba ees 860, 000 
Total. - sa a a i a al eee ya 
SWPC-1055-L, Purchase machinery and equipment____--_~~- 40, T76 


Purpose of new loan— 
Refund existing RFC (SWPC) loans ~ 2 Sales cca Beara e Rea ne 
Pay W. E. Heller & Co. (Inventory loan) ~_-..-..-..-__-.-_- Sperm | a fy ee 
Repurchase accounts receivable from W. E. Heller & Co___-_--_-___ 149), T68. 66 
WTOEmIGe. GROUML nn ce dn te : sc i:iectaael eee ak ee 


MR paki decd pe ‘ ey LS olan we tiie aiccianas RP ae 


Collateral (000 omitted).— 


Net book | Appraised 
value value 
Machinery and equipment 
Inventory 
Accounts receivable 


Total. 


Plus collateral securing the personal guaranty. 


Additional collateral.—Personal guaranty of R. J. Blauner, vice president and 
general manager, and wife; outside net worth $100,000, secured by a mortgage 
on the land and building occupied by the applicant ; appraised by agency examiner 
at $247,500 (raised from $174,240, assigned by Agency Examiners Sandfort and 
Cutts in September 1946), subject to a prior lien of $42,734.70, held by Neimeyer 
estate. (Subsequently received appraisal of Lowell-Thomas Co., showing net 
sound value $293,972. Agency assigns a loan value of $119,586.63.) 

Financial statement as of October 31, 1948 (cents omitted) — 





Cash 

Accoun 
Tr 
Fr 


Invent« 
Ra 
Wi 
Fi 


Fixed- 
Estima 
Cs. ¥ 
Due fr 
Deferr 
Other- 


‘J 


Note € 
Accout 
Acerua 
Reserv 
RFC k 
Capita 
Surplv 


r 


1Con 
to cost 


Ear 


Net sale 
Net pro 
Salaries 
Depreci: 
Federal 
Dividen 


iInch 


Con 
and f 
on se 
proba 
$15,006 


INFLUENCE IN GOVERNMENT PROCUREMENT 


ASSETS 


Cash bi Pe set at a 
Accounts receivable: 

Trade—net* Ss : ; $7. 040 

From W. H. Heller Co__- : se : 51, 156 
Inventory : 

Raw materials—— ¥ So ra ae ee use 2065. 480 

Work in process re, Se ESS ; 64, 460 

Finished goods 

>, O54 

Fixed—net go ; tse E : , 638 
Estimated income tax refund due__-_ eed ‘ or: 2, 000 
Cc. S. V. Life Insurance ee oan de eee : ead , 922 
Due from officers (advanced against sa ; ss ; 20, 136 
Deferred___ te a hare a . 7 ianencoae Oy OG 
Other__—- ; se Mae at cin 5 3 5. 450 


Total_ Le ees cnt oe : , 641 


Note due Heller (inventory loan) ‘ sh ~ T47 
Accounts payable—current ~~~ ss 2 j —— 86, 979 
Aceruals easel sal j ee gees 71, 567 
Reserve for Federal income taxes__ E saints debts . 18,027 
RFC loan cai aah sligiicalikieadtlacinia as oad sete winaa sae ORs 400 
Capital (preferred $25M—common $373M)_- iecace 398, 100 
Surplus ae eat ; daa ; 50, 811 


Total__ : Sa <a RT i SSS, 641 145, 514 


1Consists of paper and carbon paper. Inventory has not been checked with reference 
to cost and usefulness. Adequate stock records not maintairied. 


Earnings (000 omitted) year ends December 31. 


Net sales_._..-..- 

Net profit (or loss 

Salaries and commission to officers ! 
Depreciation 

Federal income and excess profits tax 
Dividends paid 


1 Includes commissions paid to sales agents controlled by R. A. Blauner (son 


Comments.—The primary need of the applicant is funds for working capital, 
and for approximately $225,000 with which to pay Heller & Co. loans made 
on security of receivables and inventory at interest rate of 12 percent with 
probably additional service charges which is now costing the company some 
$15,000 per annum more than a 4 percent loan would cost. 


The loan applied for—S548.219.50—for the purpose of 
Retundine existing BYU loan... Loo. snc -.«— $158, 219: 50 
Repaying loans from Heller & Co. (factoring) —_- I ; . 251,516. 06 
Working capital__......--- eee S . 138, 483. 94 


PO... wal " te : ..-. $48, 219. 50 
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to be secured by— 


Loan value 
Machinery and equipment $141, 462. 29 
Land and building belonging to Blauner *119, 596. 63 
Inventory—up to— 115, 000. 00 
Accounts receivable—up to— 200, 000. 00 


576, 058. 92 
2, 734. 40 


Total 533, 324. 52 


would not be adequately secured, and the proceeds are to be used in too great a 
proportion for refunding existing debts. 
Consideration has been given to the feasibility of a loan for the purpose of— 


Refunding existing RFC loan $158, 219. 50 
Retire existing first mortgage on the building 42, 734. 40 
Working capital 


Total 260, 953. 90 


secured by— 
Loan value 
Machinery and equipment $141, 462. 29 
Land and building 119, 597. 00 


261, 059. 20 


but this would leave the applicant with the necessity of factoring its accounts 
receivable and inventory at an excessive cost which would be financed by our 
4 percent money. 

The agency also declined to favorably consider this, in which the undersigned 
concurs. 

The building now occupied by the plant belongs to Mr. and Mrs. Blauner, vice 
president and general manager) and was appraised by agency examiners in 
1946 at $174,240 but is revised upward at this time. The agency assigns a loan 
value of $119,587, but is subject to a first mortgage of $42,734.40 (reduced from 
$60,000) held by the Niemeyer estate. The applicant pays $16,000 per annum 
as rental. 

Mr. Blauner proposes to transfer this property to the applicant—subject to 
the existing first mortgage—in exchange for its capital stock, so as to make it 
available as collateral for a loan in an amount including enough to pay off the 
first mortgage. 

He further proposes to seek a long-term loan from an insurance company on 
the building in an amount sufficient to repay approximately $100,000 by which 
amount the new loan would be increased, if made, and use any excess as working 
eapital. This would take time and, of course, there is no assurance it would 
be accomplished. 

From an earnings standpoint the applicant’s principal difficulty is its cost of 
sales. Commissions paid to members of the family and to sales organizations 
owned or controlled by them represents substantial amounts. In some instances 
flat prices were made by the company to furnish product, to which price the 
sales representatives were permitted to add any amount the traffic would stand 
as his commission. Such practices are not helpful to sales volume in peacetime. 

A. M. Bridell, son-in-law of R. J. Blauner (vice president and general manager), 
handling Chicago sales, was paid $36,943.14 in commissions through October 1948. 

R. A. Blauner, son of R. J. Blauner and son-in-law of William F. Leschen, 
president and chairman of the board, but not active in management, in the year 
1947 drew salary and commission totaling $18,906.88, while Atlantic Sales Co., 
wholly owned by him, drew $38,082.08, and System Engineering Co. and B-K 
‘Supply Co., controlled by him were paid $13,555.12 in that year. He is also an 
officer in American Carbon Paper Co., which sells carbon to the applicant, his 
income from this source is not stated. 

At the request of his father R. A. Blauner resigned in October 1948, but it is 
not clear to what extent his sales organizations will continue to serve the 
company. Mr. Toole says all connection is severed. 

R. J. Blauner (vice president and general manager), whose salary from the 
applicant is now shown as $12,000 per annum, drew a total of $42,600 salaries 
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from the applicant and American Carbon Co., in 1947. He is also interested in a 
copartnership known as Machinery Development Co. to which the applicant 
paid $41,700 in 1947 for equipment rental and engineering services. 

It appears that even if the salaries and commissions received by these three 
stockholders were reasonable, they might have purchased more stock or loaned 
the company money with which to meet working capital requirements, which 
would be the net benefit to the applicant if any further loan were made. 

The average cost of sales, general and administrative expenses and officers’ 
salaries over the 6-year period under review equaled 22.9 percent of sales as 
colpured with 15.5 percent average experienced by eight similar companies. 

R. J. Blauner is said to be absent from the home office about 80 percent of 
the time. He resides in Chicago, and spends considerable time on the road 
in the interest of sales. It is quite evident that he is capable in the matter 
of production and sales, but the manner in which financial matters, expenses, 
etc., are handled appears to leave much to be desired. 

Strenuous efforts are reported to have been made to interest St. Louis banks 
in some of the needed financing. But they will not as much as consider f- 
rancing inventory and receivables. 

After conferences in the Washington office with Mr. R. J. Blauner and Mr. 
J. E. Toole they returned to St. Louis to make further efforts toward bank 
financing and further talks with the agency manager. No progress was made 
and the agency continues its unfavorable attitude toward any loan. 

During 1943-45 surplus was increased by $82,000 out of earnings. In 1946 
and 1947, and to date in 1948 reduced volume and increased costs has resulted 
in losses even after a tax refund of $81,000 in 1947. Conversion from large 
sales to the Government to building volume in commercial accounts reduced 
volume in 1946. Removal of the New Jersey plant to St. Louis and training 
of new men to operate it is said to have cost the company $129,000 in 1947. 

Large amounts have been paid as commissions to officers and to sales or- 
ganizations owned by them. Rental and fees in considerable amounts have 
been paid copartnerships in which officers have a substantial interest. Carbon 
paper is purchased from a corfcern owned to a great extent by stockholders. 

The proposed loan, if made, would relieve the applicant of approximately 
$15,000 per annum factoring expense, but there are many factors which pre- 
clude favorable consideration, among which are: 

1. The company exists principally on borrowed money ; 
2. Earning record is not indicative of ability to repay the loan from that 
source; 
3. Failure on the part of other interests to contribute to the applicant’s 
needs ; 
4. There is a definite need for additional risk capital ; 
5. Proceeds of the loan to be used largely for payment of existing debts. 
Agency recommends :—-Decline. 
Washington Examiner Wm J. Rochelle recommends :—Decline. 
R. G. Dickinson recommends :—Decline. 
Review Committee recommends :—Decline, 
G. P. Luce. 
FRANK T, RONAN. 
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EXHIsIT No. 7 


pf 


ra at 


r 


Lae 


ee 


Sd ¢ Che 4 ‘& eae é 


64-0 Fe ee FA ’ 
“McCrivudk Mate, 
oe 


ee ee 


Pa 


oe ee ee ae ee ae ae 
eee CEE e a 
Cage f ae" PS 


oa it a Fe 
f.#tge C Lt 2A 


ie oe, ri » 

5 eae ae one eo ae (CX: , 

faueilery f OS 
L tA reet eee a J a 

hited huxet, Wehy +P 


Other asl. (8/v Sb,0. 


al a 
Fetal Aeeei 


e 
co 


ye Atte wd ee 
tp @allate- 


aN a 
Nat sa - a 
2 ; vy) ; 
ibang Pes obs OO O- : 
oe, oe a Py a ieee ite ae re 


avi Sat aee tik | ttt ifs > hae 
Sl OO ee Vid tl lead vf, Pe a ee 





INFLUENCE IN GOVERNMENT PROCUREMENT 1201 


3 : ® 


es £ é 
Ai a ante eh ie Se ee oe oF leat ee ae "ome De ee oe Ch. 
hie eae a Fs eS ae rh ae. ee ae a Actholttités Ps 
i) ge ie ae i: wk. ; cat ee CLai hte eo 3 OO Ba a 


ae a (.¢t bch heh, eee Cee a a 


of ‘ Fa ‘a F Pc A PP 
Fad V9 - es tie: << Cat, eae es Pe AO Miteke 
(Ke a lai begat, Pi a gs 


attithid PE Ne 6 wl k MEM. ome Se ae 


- fi Pt Ge ba 


uot : 
oe eee Se ee wore rs | AtHigh 


iti 4 


Cacé, awlhtgdk eee: era aey wg 


4Ot Pee. ‘tdebe Coe th Ah A pee Le 
ft PS Att SS ae key wee se be os ets encee 


Fa \ Pe F * é 
(-c } tha LAA Lig Ree OXF. 8) ré ae ae. ee ae 


ad be - tot icdigatla Oe ee eo 


ee PO a 2 ewes r, 


€-§ p, Py ye j rts. fA A he 4.4 fy ee ae ia Pack. a 


* , } 


" ve ££ rtd te. 


4 4d i Seer F a Om Be ie & ne f eo a i e AK os. 
P , 4 

4 de Fe ee i, wot «OL ts x cecerst, 

fautratile @elreae ere aa a 


ie gee Oe ee 


KCHLLE. VEE 





1202 INFLUENCE IN GOVERNMENT PROCUREMENT 


EXHIBIT No. 8 
JANUARY 26, 1949. 
Memorandum to the Board. 
Re: American Lithofold Corp., St. Louis, Mo. 


Pursuant to your request, I have reviewed the loan application of the American 
Lithofold Corp., St. Louis, Mo. Mr. Toole, an employee of the company, has dis- 
cussed the application with me several times, and this morning Mr. R. J. Blauner, 
vice president and general manager, was in for a discussion of the company’s 
affairs with me. 

It seems to me this company occupies a position of considerable importance in 
its community, since Mr. Blauner advises me that the company employs between 
three and four hundred people. Also, because of the fact that most of the com- 
pany’s stock is owned by employees of the company I have two suggestions under 
which I believe loans might be considered for this company, which are as follows: 

First, a loan be considered in the amount of $500,000 for the purpose of refund- 
ing the two existing loans held by this corporation aggregating approximately 
$159,000; refunding inventory and receivables, loans now held by factors in 
Chicago aggregating approximately $235,000. It would leave approximately 
$106,000 for working capital which is badly needed, and is the primary purpose 
for the submission of the application. This is $48,000 less than the applicant 
requested but for which, I believe, reasonable collateral could be secured, as 
follows: 

First mortgage on machinery and equipment appraised at $529,000 to which 
agency gives a loan value of $141,000. (I seriously question the loan value fixed 
by the agency. It seems to me it is cut too low.) Inventory on a three-to-two 
basis for $150,000 and receivables on an 80-percent basis for $150,000. Second 
mortgage on real estate owned by Mr. and Mrs. Blauner appraised by agency at 
$247,500, subject to a first mortgage of $42,734.70, and to which agency assigns 
a loan value of approximately $120,000, or about one-half of the appraised value. 
(This seems to be a little conservative.) 

To recapitulate collateral: 


Machinery and equipment 

Inventory 

i as ii ekakss sectmamspnmnieipeindatituaeeeaaea a aagaiehieed aiinaanalaestabanaemats 
Nr re I anise ese cece eeepc encase pen ncsemeneh aiden 


Total 


The above callateral picture could be strengthened some by requiring addi- 
tional receivables or inventory, if considered necessary. Personally, I rather 
doubt it in view of the conservative loan or liquidating value given machinery 
and equipment and real estate by the agency. On the foregoing basis, it would 
appear to be all right from a collateral standpoint leaving the question of earn- 
ings as the debatable feature. After my discussion with Mr. Blauner, I am 
convinced that earnings should be better in the future since there are several sub- 
stantial nonrecurring items of expense, one or two of which in themselves would 
provide enough earnings to service the loan. To illustrate, the company is pay- 
ing approximately 14 percent at the present time for money from the factors— 
would be a saving of 10 percent on an average of about $300,000 or about $30,000 
per year. Mr. Blauner pointed out to me several other substantial savings 
which have been effected, and which he promised to itemize in a letter he is 
preparing for me. There seems to be little doubt as to the company’s ability 
to get satisfactory volume of business. 

As an alternative proposal, I think you might consider an additional loan of 
$80,000 for working capital, taking as collateral a second mortgage on the fixed 
assets now held and a second mortgage on the real estate mentioned above. Mr. 
Blauner seems to be of the opinion that he could get along with that much addi- 
tional working capital if he is compelled to. 

Of the two proposals, I would very much prefer the first as it is a cleaner loan 
from the standpoint of both RFC and the borrower. We could control the situa- 
tion entirely, and greater savings would be effected in the operations of the 
company. Also, I think our collateral position would be better. 

C. Y. Dopps. 
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ExHIsitT No. 9 
OFFICE OF LOANS, 
BusINEss LOAN BRANCH, 
September 22, 1949. 


ADDITIONAL AND REFUNDING LOAN 


American Lithofold Corp., St. Louis, Mo. 


Loan applied for.—$500,000. 

Deferred September 19, 1949. 

Re-presented September 22, 1949. 

Attachment.—Report of Business Loan Branch, doted September 19, 1949. 


OFFICE OF LOANS, BusINess LOAN BRANCH, 
St. Louis Agency, September 19, 1949. 


ADDITIONAL AND REFUNDING LOAN 


American Lithofold Corp., St. Louis, Mo. 


Date of application.—June 30, 1949. 

Received in Washington.—August 15, 1949. 

Established.—June 1936. 

Business.—Printing of continuous, tabulating, fanfold, and snapout forms. 
Loan applied for.—500,000. 

Maturity requested.—$300,000—7 years; $200,000—3 years. 
Participation.—None. 


Purpose— 
Refund existing RFC loan ares diane, Sn ae 
Refund RE loan on building_- 38, 386. 65 
Refund W. E. Heller & Co. loan 178, 244. 20 
Working capital ; 63, 757. 69 


Total ; _.. 500, 000. 00 


Recommendation : 
Agency Manager: Decline. 
Review Committee: Decline. 
Agency Advisory Committee: Decline. 
Agency Examining Committee: Decline. 
Agency Review Committee: Decline. 
Washington Examiner: $465,000. 


Status of outstanding loans.— 


Authorized) Disbursed i Balance 


SW PC-449-L . : $1, 671,000 | $1,557,641 | Dec 3, 195% $131, 245 
SW PC-1055-L _- oa 40, 776 40,776 | Dec , 195 16, 985 


LBE-S88____ 2 - 80, 000 80,000 | July , 1952 77, 960 


226, 190 


Collateral offered for new loan.— 


Now owned Cost Net book | Appraised 


7 £08 ré > 
value Value ! Loan value 


aand and buildings $85, 000 $85, 000 $319, 430 $95, 829 
Machinery and equipment. 679, 283 392, 953 752, 474 170, 646 


OS a j — seed 764, 283 477, 953 1, 071, 904 266, 475 


1 Appraisals of buildings and machinery were made by Lloyd-Thomas Co., Appraisal Engineers, Chicago, 
Tll., and are dated July 31, 1944. These reports have been revised from time to time and values used were 
those assigned by the Appraiser as of May 31, 1949. 
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Condensed balance sheet.—As of May 31,1949. (000 omitted) 
C. $393 | C. $207 |W. C. after.__- 
fF, 2 384 | O. L- 275 
QO. . . 403 


| 


Total_ ; Pe SRE ee on Se 


Condensed earnings statement (fiscal year ends December 81) (000 omitted). 


Comments on earnings by agency examiner.—Borrower’s earnings for years 
1944 and 1945 were fairly satisfactory. Earnings for 1946 were $6,000 on a 
decline in sales volume. The year 1947 shows an operating loss after deprecia 
tion of $129,000, which figure was reduced to $48,000 by a Federal excess protits 
tax refund of $81,000. There was a material decline in sales volume, and, ac 
cording to Price-Waterhouse & Co. in its December 31, 1947, audit report, a de 
crease of 8.36 percent in gross profit for the year is traceable to, in addition to 
decreasing sales, increases in labor and material costs, a narrower margin result- 
ing from an increasingly competitive market and less efficient operations arising 
from crowded plant conditions and training of new personnel to operate equip- 
ment from Forms, Inc. This loss can, no doubt, be further traceable to the con 
version from almost 100-percent Government work to peactime private work. 
The 1948 operations continued to show a loss in operations, although there was 
an increase in sales volume and conversion had been completed. An increasing 
loss of $31,000 is reflected for first 5 months of 1949. 

In analyzing operating statement submitted with the application, it would 
appear that the company’s operations are, so far as operating profits are con- 
cerned, considerably below the median for the industry as a whole. A compari 
son of total expense with similar operations known to your examiner shows about 
an average of 7.4 percent higher expense for a 5-year period for borrower as 
compared to median for the industry. 

A review of past withdrawals, salaries, commissions, etc., paid to R. J. Blauner 
and members of his family and to affiliated companies gives a definite index as 
to why of declining profits. The time for a serious review of expenses by mem 
bers of borrower’s management group and a retrenchment program in connection 
with company’s operations should have taken place over 2 years ago. 

In discussing with officers of borrower the prospects for the ensuing 6 months, 
it was indicated that profitable operations were anticipated and the following 
projection was submitted: 


Net sales $1, 370, 000 
Less: 
Materials used ; _ $664, 000 
Direct labor : 219, 000 
Other manufacturing expense 172. 000 
— , O55, OOO 


Gross profit 8315, 000 
Less: 
Sales expense . . ee $195, 000 
General and administrative 95, 000 
—— 290, 000 


Operating profit - 25, 000 


Comments on management.—This company might be said to be suffering from 
“relativitis.”. Mr. Leschen, 62, is president, and, although he draws a salary of 
$6,000 per annum, apparently contributes nothing to the management. He is 
otherwise inactive in the company’s affairs. His son-in-law, Robert A. Blauner, 
is the son of Robert J. Blauner, general manager and director, who is the dominant 
fizsure in the company, with a salary of $12,000 per year. 
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Robert A. Blauner is the salesman and Washington representative and formerly 
received $36,000 per year, of which 50 percent is now in stand-by pursuant to the 
provisions of the last loan. 

A. M. Bridell, the son-in-law of Robert J. Blauner, is the Chicago representative 
of the firm and draws the same salary as the younger Blauner. 

Robert J. Blauner lives in Chicago, Ill., and operates the company, more or less, 
by remote control. 

Joseph H. Husgen, although production manager, is totally subservient to the 
elder Blauner. 

Management is highly sales-minded but has not had the ability to convert the 
business from wartime to peacetime economy. Certainly they have not been able 
to handle the company’s finances. As stated above, losses have continued from 
1947 to date, some of which would seem to be attributable to the relatively high 
salaries, commissions, and general overhead expenses. 

Agency indicates that the elder Blauner has never in the past effected any 
reductions in expenses or accomplished any economies voluntarily, but only after 
suggestions of and restrictions imposed by RFC. 

Comments of Washington exraminer.—On the basis of the loan value assigned 
to the collateral of $266,475, and which we believe to be conservative and jus- 
tified, it is our opinion that a loan of $265,000 on fixed assets would be so 
secured as to reasonably assure repayment. However, there is serious doubt 
that repayment can be made from earnings if we are to judge from the com- 
pany’s experience over the last few years. However, by making salary adjust 
ments and effecting other economies, it would seem possible that it can be placed 
on a profitable basis. Obviously, a drastic change in this regard is to be made 
if the RFC is to be paid the amount of the existing loans of $219,611. 

With reference to the loans due Walter E. Heller & Co. in the amount of 
$178,244, secured by accounts receivable and inventory, it is apparent that this 
factor, although charging no more than the customarily high interest rates 
and discount charges, is proving to be a severe drain on the company’s cash 
working capital. The estimated savings of $1,500 per month or $18,000 per 
year through refinancing in the form of short-term bank or other credit would 
seem to be particularly desirable. As a matter of fact, it is apparent that unless 
some relief is obtained, the company cannot continue in operation indefinitely 
with the result that the RFC must ultimately look to the collateral for repayment. 

The accounts receivable due by reputable firms and the Government, and the 
inventory, no doubt, constitute adequate collateral. In these circumstances, 
it is our opinion that it is not only desirable but in the best interest of the RFC 
that a revolving loan of $200,000 be made, secured by accounts and receivables ; 
in other words, that Heller & Co., be taken out of the picture. 

Recommendation of Washington eraminer.—Direct loan to American Litho- 
fold Corp., St. Louis, Mo., in an amount of not more than $465,000, to be repre- 
sented by a promissory note, payable $4,250 monthly, plus interest at 4 percent 
per annum, payable monthly, commencing in 30 days and maturing 7 years 
from date, with net earnings clause covering 50 percent of the borrower's net 
earnings, beginning with the calendar year 1950, the note to be secured by a 
mortgage representing a first and paramount lien on land, buildings, machinery, 
and equipment owned by the borrower, with after-acquired property clause, 
the loan to be otherwise subject to the following terms and conditions: 

1. Assignment of insurance in the amount of not less than $100,000 on 
the life of R. J. Blauner ; 

2. Guaranty of American Carbon Co., R. J. Blauner and wife, secured 
by prime hypothecation of all of the stock or other interests or evidence of 
interests held by R. J. Blauner and wife in American Carbon Co., Machinery 
Development Co., Atlantic Coast Sales, Systems Engineering Co., and B. K. 
Supply Co. ; 

3. Management agreement; 

4. All salaries, commissions, bonuses, royalties, etc., in any amount to 
be subject to the prior written approval of the agency manager, provided 
that no officer or director shall receive more than $10,000 per annum and 
the aggregate of all officers and directors shall not exceed S75,000 per 
annum; provided further that no officer or director shall receive compen- 
sation unless, in the opinion of agency manager, his services are required 
in the active management and actual operation of the borrower ; 

5. Borrower’s salesmen and sales representatives shall be paid on a 
definite salary and/or commission basis and the scale of salaries and com- 
missions shall have prior written approval of agency manager; 
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6. Stand-by agreements from all officers and directors and all members 
of the Blauner family, including relatives by marriages, on all amounts 
now due them from borrower; 

7. No accounts or assets of any nature owned by the company shall be 
pledged or encumbered in any way without the prior written consent of 
agency manager ; 

8. No advances or expenditures for fixed assets or repair and rebuilding 
thereon in excess of $5,000 annually shall be made without the prior written 
consent of the agency manager; 

9. Agreement by R. J. Blauner that he will spend such portion of his 
time in St. Louise and/or delegate authority to other officers or directors 
as in the opinion of agency manager is necessary to the efficient operation 
of the borrower; 

10. Agreement by borrower to satisfy the agency manager of the desira- 
bility for continuing each branch office, otherwise the borrower will, on writ- 
ten instructions from agency manager, discontinue such office : 

11. Future advances to salesmen shall not exceed $15,000 in the aggregate 
at any one time, net, after offsetting commissions earned but not paid against 
advances previously made, provided advances previously made Will be liqui- 
dated in an orderly manner and satisfactory to agency manager ; 

2. The proceeds of loan shall be used as follows: 

(1) Refund existing SWPC and RFC loans having a balance due of 
approximately $220,000 ; 

(2) To pay off mortgage on land and buildings now used by borrower 

in its business, title to which is to be transferred to borrower by R. J. 

Blauner and wife, in the amount of approximately $38,000, in order that 
borrower may include said property in mortgage representing a first and 
paramount lien as security to subject loan; 

(3) Not more than $180,000 for use in retiring loan(s) to borrower by 
W. E. Heller & Co. 

(4) Balance for working capital. 

13. Such other terms and conditions as agency manager and/or agency 
counsel may impose to the end of protecting the Corporation’s interest and 
pursuant to outstanding general requirements and instructions. 

14. Not more than $265,000 to be disbursed against collateral previously 
referred to balance, on accounts receivable and/or inventory at not to ex- 
ceed 80 percent of receivables and 50 percent of cost or current market 
value of inventory. 

Review committee recommends.—Decline for reasons set out in agency ex- 
aminer’s report dated July 29, 1949, as follows: 

1. Unbalanced financial condition with a disproportionate total debt to 
net worth. 

2. Past record of earnings such that no assurance that loan can be repaid 
from profits. 

3. Too much of loan proceeds being used to pay existing indebtedness. 

4. Lack of close managerial supervision to the end that economies neces 
sary for profitable operation are not being effected. 

5. Loan value which could be assigned to collateral insufficient for amount 
of loan requested. 

G. P. LUCE. 

J. ©. rev. 
FRANK T. RONAN, 
R. G. RHETT. 

Approved September 30, 1949, per Washington examiner with added con- 
dition.—G. P. L. 
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Exuisitr No. 11 
RECONSTRUCTION FINANCE CORPORATION 
WASHINGTON 


CERTIFICATE 


Pursuant to the provisions of section 1733 (b), chapter 115, title 28 of the 
United States Code, as amended, 

I, Leo NIELSON, Secretary of Reconstruction Finance Corporation, a corpora- 
tion created and existing pursuant to the Reconstruction Finance Corporation 
Act, approved January 22, 1932 (47 Stat. 5), as amended, do here certify that the 
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annexed three pages are a true and correct excerpt from the minutes of a meeting 
of the Board of Directors of the Reconstruction Finance Corporation on March 
3, 1949, relating to American Lithofold Corp., St. Louis, Mo.; on file in 
the Washington office of Reconstruction Finance Corporation ; and in my custody 
as part of the pflicial records of Reconstruction Finance Corporation. 

IN WITNESS WHEREOP, I have hereunto set my hand and caused the seal of 
Reconstruction Finance Corporation to be affixed at Washington, D. C., on this 
2d day of July 1951. 

LEO NEILSON, 
Secretary, Reconstruction Finance Corporation. 


EXCERPT—MINUTES OF A MEETING OF THE BOARD OF DIRECTORS OF THE RECON- 
STRUCTION FINANCE CORPORATION, MARCH 3, 1949 


A special meeting of the Board of Directors of the Reconstruction Finance 
Corporation was held at 811 Vermont Avenue, N. W., Washington, D. C., at 9:30 
a.us, Thursday, March 3, 1949, in accordance with article I of the bylaws. 

Present: 

Mr. Hise, presiding; Mr. Gunderson; Mr. Mulligan; Mr. Willett, Mr, 
Nielson, Secretary; Mr. Singer, Assistant Secretary ; Mr. Thomas, Assistant 
Secretary; Mr. Dougherty, General Counsel: Mr. Young, Assistant to the 
Chairman; Mr. Considine, Controller; Mr. Dodds, Chief, Small Business 
Division; Mr. O’Donnell, Assistant Chief, Small Business Division; Mr. 
Fisher, Acting Chief, Division of Personnel; Mr. Weaver, Manager, Office 
of War Activity Liquidation; Mr. Rutland, Chief, Plant Liquidation Divi- 
sion, Office of War Activity Liquidation; Mr. Rhett, Chief, Sales Branch, 
Plant Liquidation Division, Office of War Activity Liquidation; Mr. Luce, 
Acting Assistant Loan Manager, Office of Loans; Mr. Foster, Chief, Loan 
Operations Division, Office of Loans; Mr. Buskie, Chief, Field Operations 
Division, Office of Loans; Mr. Levinson, Chief, Transportation Branch, Office 
of Loans; Mr. Seabury, Head, Air, Motor and Marine Section, Office of 
Loans; Mr. Seeley, Examiner; Mr. Ralston, Chief Counsel, Office of Rubber 
Reserve; Mr. Devin, Counsel: Mr. Hersh, Counsel. 

Louis H. Bean, Consultant and Charles R. Johnsons, Manager, Seattle Loan 
Agency, also were present. 

+ * * * Bs 

The Board adopted the following resolution: 

“Whereas, Smaller War Plants Corporation, by resolution adopted on July 25, 
1944, authorized a loan in the amount of $1,671,000 (herein called the ‘First 
Loan’) to American Lithofold Corporation, St. Louis, Missouri, which loan has 
been transferred to this Corporation pursuant to Executive Order 9665; and 

“Whereas, Smaller War Plants Corporation, by resolution adopted on Septem- 
ber 11, 1945, authorized a loan in the amount of $40,776 (herein called the ‘Second 
Loan’) to borrower, which loan has been transferred to this Corporation pursuant 
to Executive Order 9665: Now,, therefore, be it 

“Resolved: First, That this Corporation make a loan pursuant to paragraph 
(1) of subsection (a) of section 4 of the Reconstruction Finance Corporation Act, 
to borrower, on its Application No. 1, Docket No. LBE-25041, dated November 19, 
1948, in the amount and on the conditions hereinafter stated: 

1. Amount: Eighty Thousand Dollars ($80,000). 

2. Note payable: Within three years, with provision for monthly payments 

thereon as follows: 

a. $2,000, plus interest, commencing in thirty days. 

b. Net Earnings Clause covering 50% of Borrower's net earnings. 

3. Annual compensation of R. J. Blauner, W. F. Leschen, J. E. Toole, and J. 
H. Husgen to be limited to $34,250, in the aggregate, without the prior written 
consent of Agency Manager, provided that all compensation or arrangements 
therefor, including, but not limited to salaries and commissions, to be paid 
to any of the officers and directors of Borrower and to any of the members 
of the Blauner family shall be subject to the approval of Agency Manager. 

$, Collateral: 


a. Mortgage covering all Borrower's machinery and equipment, pro- 
vided that the lien of the hypothecation required by this paragraph 4 
may be subordinate to the lien of all hypothecations securing the First 
Loan and the Second Loan. 
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b. Life Insurance on the lives of R. J. Blauner and/or J. H. Hugsen 
in the aggregate face amount of $45,000, having an aggregate cash 
surrender value of approximately $9,000. 

5. Guaranty of American Carbon Company, R. J. Blauner and the wife of 
R. J. Blauner, provided that the guaranty of R. J. Blauner and the wife of 
R. J. Blauner shall be secured by: 

a. A third mortgage covering the land and buildings occupied by Bor- 
rower, said third mortgage to be subordinate only to a first mortgage 
securing an indebtedness in the amount of approximately $42,000 to the 
Neimeyer Estate and to the second mortgage now securing the guaranties 
executed in connection with the First Loan and the Second Loan. 

b. The prime hypothecation of all of the stock or other interests or 
evidences of interest held by R. J. Blauner and the wife of R. J. Blauner 
in the following affiliated companies of Borrower: American Carbon 
Company, Machinery Development Company, Atlantic Coast Sales, Sys- 
tems Engineering Company, and B-K Supply Company. 

6. Use of Proceeds: Solely for Operating Expenses. 

7. Agency Manager to be in receipt of evidence, satisfactory to him, that 
the financial assistance authorized by this resolution is not otherwise avail- 
able to Borrower on reasonable terms. 

8. After-Acquired Property Agreement. 

9. Disbursement of the Loan proceeds shall be made from time to time 
against the aforesaid collateral, provided that, prior to each disbursement, 
Agency Manager shall be in receipt of evidence, satisfactory to him, that the 
disbursement then to be made is needed and will be used by Borrower solely 
for Operating Expenses. 

10. Such other conditions as Agency Manager or Agency Counsel may 
impose pursuant to outstanding general requirements and instructions of this 
Corporation. 

“Second, That the Loan shall be disbursed through the St. Louis Custodian in 
accordance with the foregoing requirements and the applicable general instruc- 
tions and requirements of this Corporation; provided that the first disbursement 
shall be made not later than sixty days, and no disbursement shall be made later 
than six months, after the date of adoption of this resolution.” 

om a * oa a 


Exuipit No, 12 


ATLANTA 3, GA., January 25, 1949. 
Memorandum to file. 
Re: Ory Lumber and Construction Co., Inc., Fairmount, Ga. 
LBE-2851—AG Y—$100,000. 

Date of application: September 10, 1948. (Declined by Washington Office 
October 5, 1948.) 

Reconsidered on basis of $60,000. (Declined by Washington Office November 
4, 1948.) 

On January 17, Mr. Frank Prince of the Washington office called in regard to 
the declined application of Ory Lumber and Construction Co. He advised that 
considerable pressure was being brought to have loan of $60,000 approved, and 
suggested that we endeavor to give applicant a commitment for loan of $60,000 
with such conditions as would amply protect the Corporation. 

Mr. Pierce and the undersigned made a trip to Fairmount to inspect the plant 
and also contacted Mr. Dyer, president of Commercial Bank at Jasper. Prince 
advised that Ory had a better set-up than he thought and that he was in hopes 
we could give commitment to Ory that would protect the Corporation and at the 
same time allow him to comply with the terms and conditions required without 
working any undue hardships on him. During our conversation with Ory, he 
mentioned that he had good connections in Washington and could get things 
done where others could not, and your examiner is inclined to believe his con- 
nection is through the C. J. Harris Lumber Co., of Jefferson, Mo. 

While here, Mr. Prince left with us copies of letters from the following that 
had been received by the Washington office, as well as copy of his memorandum 
to Howard showing terms and conditions upon which he would recommend loan. 

Letter dated December 10, 1948, from Roscoe Pickett. 
Letter dated December 2, 1948, from C. J. Harris Lumber Co. 
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Telegram dated December 10, 1948, from C. J. Harris Lumber Co. 
Letter dated December 10, 1948, from Commercial Bank, Jasper, Ga. 
Letter dated December 2, 1948, from Commercial Bank, Jasper, Ga. 
Letter dated November 11, 1948, from Commercial Bank, Jasper. Ga. 

Mr. Ory was told to furnish the following copy of balance sheet as of December 
31, 1948; operating statement from January 1 to December 31, 1948; operating 
statement for year ended December 31, 1947; operating statement for year ended 
December 31, 1946; copy of bill of sale from partnership to corporation, copy 
of timber leases; letter from C. J. Harris Lumber Co. as to quantity of lumber 
they will take during the year, cost figures as to operation, legal description of 
lots, breakdown of cost of construction and description of type of houses, descrip- 
tion and location of mills in the woods, and copy of contracts for use, if any, per- 
sonal financial statement of Ory, amount of hazard insurance and type, plat of 
property and buildings where plant located; and that upon receipt of the above, 
consideration would be given to a loan of $60,000. 

During our conversation with Mr. Ory it was mentioned that in Georgia there 
were two ways of financing inventory, one inventory mortgage, and the other 
field warehouse, and that it was not known what method would be required by 
RFC. Ory immediately stated that field warehouse would be costly. 

Upon checking with Mr. Dyer at Jasper, he advised that he was sold on Mr. Ory, 
and he had confidence he would be able to operate satisfactorily—said his bank 
was willing to participate and help us service the loan in any way. It was 
suggested by Mr. Prince that the bank O. K. all disbursements, and this Mr. Dyer 
readily agreed to do. 

After looking over applicant’s plant, and taking everything into consideration, 
it might be possible to recommend loan with such conditions that will protect 
the Corporation; however, I am inclined to believe that any inventory of lumber 
pledged as collateral should be field warehoused so that control can be held at all 
times, as our previous experience of advances against inventory mortgages was 
not entirely satisfactory. 

C. B. Turner, Examiner. 


Exursit No. 13 


MEMORANDUM OF TELEPHONE CONVERSATION BETWEEN Mr. EveRETT AND Mr, 
CHAUNCEY Dopps, WASHINGTON RFC, on Fesruary 4, 1949, Re Ory LuMpBer & 
CONSTRUCTION Co., FAIRMOUNT, GA. 


Mr. Everett told Mr. Dodds he had just finished reading the examiner's report 
on the $60,000 loan application of the above company, and although it is not 
too good a loan, the examiner recommends it and Mr. Everett thinks we can 
go along on it. He wondered if Frank Prince and Mr. McAfee had discussed the 
warehousing of this lumber on the former's recent visit to the agency, as the 
examiner in his report says it will be handled by bonded warehouse, which will 
be expensive. Dodds said he did not know but would get Mr. Prince on the line. 

Mr. Prince was brought in on the conversation at this point and advised that 
he had told Ory this would have to be handled either in the form of a Georgia 
inventory mortgage or by bonded warehouse and that Ory had “kicked up a 
little’ about the cost. Prinee had stated to applicant that the Corporation 
“wouldn’t interpose anything on that, other than wanting the lien on it.” In 
talking to Mr. McAfee, Mr. Prince said the former had advised him that ordinarily 
he would not mind taking an inventory mortgage, but in this case we did not 
want to do it, for reasons which Mr. Everett knew. Prince affirmed that he 
and Examiner C. B. Turner had notified Ory, in the presence of Mr. Dyer at 
Jasper, Ga., that there might be a field warehousing arrangement but that 
would have to be determined later. He expresed himself as believing the loan 
was all right—that applicant has a pretty good sawmill and is turning out a 
pretty good grade of lumber. Prince told Mr. Ory that there were too many 
people pressing this thing for him to break faith with them. He thought per- 
haps we might have a little difficulty with Ory on the field warehousing, but if 
we do, he advised he would get in touch with Dyer at the bank, for he believes 
Ory has a lot of confidence in him and will do anything Dyer tells him to do. 

Mr. Everett is to call Washington when this loan application is approved by 
him. 
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EXHIsiT No. 14 
Contacts TAKEN FROM Diary OF WALTER L. DUNHAM 


H. Turney Gratz 


| 
iratz la _ | Gratz tele- 
tunched with | Gratz visited see 7. 
j ) ¢ | 
Dunham | Dunham ham 


Dunham tele- 


iscel ) Ss 
| phoned Gratz Miscellaneou 


' 

| 

| Mar. 22, 1949 |... 
| May 3, 1949 
May 5, 1949 | 
June 1, 1949 | 
June 3, 1949 | 
|} June 
| June 8, 1949.} 
| June 14, 1949 | 
June 21, 1949 


| June 22, 1949 | 


» 
June 23, 1949 


| June 29, 1949 | 
| July 1, 1949 |} 
July 11, 1949 
July 12,1949 | July 12, 1949 
July 25, 1949 | | 
July 27,1949 e | 
Aug. 1949! | 
| Aug. 31, 1949 | j 
. ...-| Sept. 14, 19492 
al ning = ..---| Sept. 15, 1949 
| Oct. 10, 1949 | ; 
piawtitinnnt Sees anaes tT 
| Nov. 16, 1949 |_-. a 
| Dec. 7, 1949 pie 
Dec. 9, 1949 | 
Dec. 21, 1949 
Dec. 22, 1949 | 
| Dec. 29,1949 | Dec. 29, 1949 Jan. 5, 1950.—W. R. Daley, | 
& Co. called. Arranged by 
‘ a Jan. 11, 1950.—Olga Ross and 
New York, called at suggesti 
..| Jan. 18, 1950 
Jan. 23, 1950 
Feb. 6, 1950 
do... 5 
Feb. 9, 1950 Feb. 10, 1950 
Feb. 23, 1950 
Apr. 11,1950 | Apr. 21, 1950 
. | Apr. 24, 1950 
| May 8, 1950 
| June 8, 1950 | : 
Aug. 7, 1950 |- 
Aug. 16, 1950 | 


' 


22 visits; 19 calls Gratz to Dunham; 4 calls Dunham to Gratz; 2 contacts. 


1 Came in at Dunham’s request. 
2 Call not completed. 
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Leslie 
lunched 
with 
Dunham 


Leslie Leslie 
visited telephoned 
Dunham Dunham 


21, 1949 


26, 1949 
27, 1949 
2, 1949 

, 1949 


Grey Leslie 


Dunham 
telephoned 
Leslie 


25, 1949 
28, 1949 


10, 1949 


, 1949 |} 


2, 1949 
, 1949 


Dec. 9, 1949 | 


Dec. 9, 1949 
Dec. , 1949 


Dee. 21, 1949 


Jan. 13, 1950 
Jan. 17,1950 
Jan. 23, 1950 


Jan. 24, 1950 


Jan. 25, 1950 
Jan. 26, 1950 
Jan. 27,1950 
Feb. 2, 1950 
Feb. , 1950 
Feb. 27, 1950 


Apr. 4,1950 


Apr. 27,1950 
May 15, 1950 
May 1950 


July 17,1950 
Aug. , 1950 


Aug », 1950 


20, 1949 


24, 1950 


29, 1950 


19, 1950 
22, 1950 


8, 1950 


| Oct. 24, 1949-—Leslie’s office called 


Nov. 30, 1949-—-Murray Sokoloff, New York, 
called with letter of introduction from 
Leslie. . 


Jan. 4, 1950.—Mr. Leslie’s secretary phoned 
Dunham.j 


Jan. 25, 1950.—Wallace Clark, president, 
Northwestern Aeronautical Co., St. Paul, 
called. Leslie interested. 


Mar. 27, 1950.—John Nelson called. Ke- 
ferred to Hise by Leslie originally. 


Apr. 5, 1950—Nathan Strauss, Tivoli 
Liquors, Washington, called at suggestion 
of Leslie. 


Aug. 3, 1950—Leslie’s office called Dunham 


30 calls Leslie to Dunham; 10 calls Dunham to Leslie; 7 contacts. 


Robert Moore 
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lunched with ' 
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phoned 
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Dunham 


July 8, 1949 


Oct. 20, 19492 


May 25, 1950 


Dunham 
telephoned 
Moore 


July 11, 1949 


Oct. 20, 19492 
Oct. 21, 1949 
May 25, 1950 


3 calls Moore to Dunham; 4 calls Dunham to Moore. 


! Telephoned at request of Bill Boyle 
2 Call not completed 


Miscellaneous 
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June 
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June 
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July 
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William M. Boyle 


Boyle a Boyle tele- Dunham 
lunched with | — d phoned Dun- telephoned 
Dunham | — ham Boyle 


j 
Apr. 28, 1949 Pcs 
May 5, 1949 May 


May 10, 1949 | 


June 5, 1949 


June 17, 1949 
of Bill Boyl 
Sept. 29, 1949 
M. Boyle, Jr., 
City 


Feb. 2, 1950—Sena 
from Bill Boyle 
Mar 0, i 
committeewomar 
pointment n t 
July 12, 1950.—Boy] 
appointment, Lec 
July ? July 14, 1950.—Le« 
suggestion of Bill 


5 luncheon engagements; 5 calls, Boyle to Dunham; 6 calis, Dunham to Bork 


! Call not completed. 
Verl Young 


Young 
lunched 
with 
Dunham 


Young Ydung Dunham 
visited telephoned telephoned 
Dunham Dunham Young 


M ir 
| Mar. 25, 1949 | Mar 
6, 1949 
Apr. 12,1949 
Apr. 19, 1949 
Apr. 20, 1949 ‘ ‘ Apr 


21, 1949 4 
e Lustror 
Apr. , 1949 Apr. 27, 1949 


including Mer! 


) 


May 2, 1949 
May 5, 1949 
May 10,1949 | May 13, 1949 
May 18, 1949 May 19, 1949 
aa te May 25, 1949 
May 31, 1949 
May 31,1949 
June 8, 1949 | June 7, 1949 
} June 10, 1949 
June 17, 1949 | June 16, 1949 
- June 20, 1949 
June 21, 1949 | 
July 26, 1949 
July 6, 1949 
July , 1949 
July , 1949 | July 14, 1949 
July 15, 1949 
July 18, 1949 
Tuly 22, 1949 
os June 23, 1949 
July A, 
| July 29, 1949 
Aug. 15,1949 | Aug. 18, 1949 
Aug. 25, 1949 
26, 1949 : Aug. 26, 1949 
Aug. 29, 1949 
Aug. 31, 1949 
Sept. 1, 1949 
Sept. 2, 1949 
Sept. 6, 1949.—Willett came in with John 
Merriam and Herschel Young (brother of 
Merl Young). 
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Sept. 7, 1949 
Oct. 10,1949 


Oct. 19, 1949 
Oct. 24, 1949 
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, 1950 
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, 1950 
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| Nov. 
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Merl Young—Continued 


| 


Young Dunham 
telephoned telephoned | Miscellaneous 
Dunham Young 


Sept. 14, 
Sept. 15, 
Sept. 28, 


Oct. 
Oct. 


Oct. 
Oct. 
Oct. 


Oct. 
Nov. 
Nov. 
Dec. 


Dec. 
Dec. 


1949 
1949 
1949! 


2, 1949 
3, 1949 


5, 1949 
3, 1949 
, 19492 


Oct. 27, 19498 


, 1949 | 

, 1949 

5, 1949 

, 1949 

22, 1949 | 

5, 1949 | 

, 1949 é 
9, 1949 |_.... 


Jan. 13, 1950.—Jim Haswell, Detroit Fre 
Press, phoned re information connection 

| with Merl Young. 

1950 | Jan. 19,1950 


, 19504 


June 1, 
July 7 
July 19, 
July 20, 
Aug. 9, 


1959 5 
1950 


1950 


, 1950 


1950 
1950 . 
1950 | 


25 luncheon engagements; 2 visits; 53 calls Young to Dunham; 5 calls Dunham to Young; 5 contacts. 


iC 

2 Call not completed 
Call not completed. 
-ersonal matter. 
Mr. Dunham out. 
I 


2 
4 
5 
6 


illed to invite Mr. and Mrs. Dunham to dinner. Accepted. 


Chatterbox, luncheon guest of Young. 


EXCERPTS FroM DIary OF WALTER L. DUNHAM 


DEMOCRATIC 


Tuesday, March 22 


1949 : 


NATIONAL COMMITTEE—-H, TURNEY GRATZ 


Mr. H. Turney Gratz, attorney, called on Mr. 


Dunham. Mr. Gratz is a friend of Mr. Wm. M. Boyle, executive vice chairman, 

Democratic National Committee. 

149: Mr. Turney H. Gratz, Jr., called on Mr. Dunham. 
Thursday, May, 5, 1949: Turney H. Gratz, Jr., called on Mr. Dunham. 
Wednesday, June 1, 1949: Mr. Turney Gratz called on Mr. Dunham with Mr. 

Albert Hubschmann, Roller-Smith Co., Bethlehem, Pa. 

1949: Mr. Turney Gratz called on Mr, Dunham with Mr. C. B. 

Newell, director, CIO in Pennsylvania. 

Tuesday, June 7, 1949: Turney Gratz talked with Mr. Dunham. 
Wednesday, June 8, 1949: Mr. Turney Gratz also came in to see Mr. Dunham. 
Tuesday, June 14, 1949: Mr. Turney Gratz telephoned re application of Mr. 

Albert Hubschmann, Roller-Smith Co., Bethlehem, Pa. 

Tuesday, June 21, 1949: Mr. Turney Gratz called on Mr. Dunham this morning. 
Wednesday, June 22, 1949: Mr. Turney Gratz telephoned—will call Mr. Dun- 


Tuesday, May 3, 


Friday, June 3, 


ham tomorrow. 
Thursday, June 


2 


=, 


1949: T 


‘urney Gratz telephoned to ask if Mr. Dunham 


planned to attend the “Field Day Dinner.” Told him he did not. 
Wednesday, June 29, 1949: 


morning. 


Mr. Turney Gratz called on Mr. Dunham this 


Wednesday, June 29, 1949: Turney Gratz again called on Mr. Dunham after 


the meeting. 
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Friday, July 1, 1949: Turney Gratz talked with Mr. Dunham re Roller-Smith. 

Monday, July 11, 1949: Mr. Turney Gratz called on Mr. Dunham in advance 
of the meeting this morning. 

Tuesday, July 12, 1949: Turney Gratz telephoned—came in with a Mr. Lee B. 
Schumacher and introduced him to Mr. Dunham. 

Monday, July 25, 1949: Mr. Turney Gratz called on Mr. Dunham in advance 
of the Board meeting. 

Wednesday, July 27, 1949: Mr. Turney Gratz called on Mr. Dunham—met 
Mr. Burns. 

Friday, August 26, 1949: Mr. Turney Gratz came up at Mr. Dunham ’s request. 

Wednesday, August 31, 1949: Mr. Turney Gratz called on Mr. Dunham. 

Wednesday, September 14, 1949: Turney Gratz telephoned—call not completed 

Thursday, September 15, 1949: Telephoned Mr. Turney Gratz in response to 
his call of yesterday. 

Monday, October 10, 1948: Mr. Turney Gratz called on Mr. Dunham this 
morning. 

Friday, November 4, 1949: Mr. Turney Gratz telephoned to extend an invitation 
on behalf of the State racing commissioner of Maryland to be his guest at 
Pimlico today. Mr. Dunham declined. 

Wednesday, November 16, 1949: Mr. Turney Gratz called on Mr. Dunham with 
Messrs. Kim Ak Ching, president of the American Security Bank, Honolulu, 
Hawaii, and Peter A. Lee, attorney. 

Wednesday, December 7, 1949: Mr. Turney Gratz called on Mr. Dunham. 

Friday, December 9, 1949: Mr. Turney Gratz talked with Mr. Dunham this 
morning. 

Wednesday, December 21, 1949: Turney Gratz called on Mr. Dunham with 
Senator Jack Hastings, New York State, re railroad problem. 

Thursday, December 22, 1949: Turney Gratz came in with William R. Daley, 
president of Otis & Co., Cleveland, Ohio. Mr. Gratz left and Mr. Daley stayed 
until 5: 30. 

Thursday, December 29, 1949: Mr. Turney Gratz called on Mr. Dunham after 
the meeting. Telephoned later to arrange appointment for Mr. Max Siskind 
to talk with Mr. Dunham. Mr. Dunham suggested Mr. Siskind talk with Mr. 
Hise. 

Thursday, January 5, 1950: Mr. W. R. Daley, president of Otis & Co., Cleveland, 
Ohio, called on Mr. Dunham. Appointment arranged by Mr. Gratz. Mr. Daley 
asked Mr. Dunham to intercede with a view to having Kaiser-Fraser “call off’ the 
suits now pending. However, was unable to give any specific method or details 
of settlement, nor was he willing to have his name mentioned. Mr. Dunham 
told him he was uninformed on the merits of the case and did not feel he had 
any reason to intervene. 

Monday, January 9, 1950: Narvin Weaver telephoned re party to be held for 
Mr. Turney Gratz on Wednesday night—Chinese Room, Mayflower Hotel; $4 
for men; $2.50 for women. 

Wednesday, January 11, 1950: Olga Rose and Evelyn Brand, of New York, 
called on Mr. Dunham at the suggestion of Mr. Turney Gratz re plan to sell 
more Kaiser-Fraser cars. Mr. Dunham advised them that the RFC has nothing 
to do with Kaiser-Fraser sales: that they would have to deal direct with the 
KF people. 

Tuesday, January 17, 1950: Mr. John A. Hastings telephoned from New York 
to thank Mr. Dunham for everything he is doing in connection with pending 
suits. Said everything is progressing very nicely. Turney Gratz will contact 
Mr. Dunham to report further re this matter. 

Wednesday, January 18, 1950: Mr. Turney Gratz telephoned. Said he had 
talked Mr. W. R. Daley who seemed very well pleased with the outcome 
of the. matter which he discussed with Mr. Dunham several times. 

Monday, January 238, 1950: Mr. Turney Gratz telephoned to make appointment 
for Mr. J. A. Hastings of New York to see Mr. Dunham sometime today. How- 
ever, it could not be arranged. 

Monday, February 6, 1950: Mr. Turney Gratz telephoned. Asked where Mr 
Dunham could be reached in Detroit; gave him Mr. Dunham’s office telephone 
number there. 

Monday, February 6, 1950: Monday, February 6, had long interview with Cy 
Bevan on Kaiser-Frazer affairs. Returned to the Detroit Loan Agency Monday 
afternoon. While at the agency received a call from Turney Gratz. 

Thursday, February 9, 1950: Mr. Turney Gratz telephoned. Made appoint- 
ment for Mr. Sam Morris, national committeeman from Arizona, to see Mr. 
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Dunham. Mr. Bill Boyle, Democratic chairman, also telephoned to tell Mr. 
Dunham that Mr. Morris is a very close friend of his and the purpose of his 
eall is to talk with Mr. Dunham re the Copper City Mining Co. of Gila County, 
Ariz. Said the first loan these people had from the RFC in the amount of $3 
million has already been paid. Mr. Morris called on Mr. Dunham. Mr. Willett 
was present for a short while; Mr. Dunham finally took Mr. Morris to Mr. 
Mulligan’s office. 

Friday, February 10, 1950: Telephoned Turney Gratz. 

Thursday, February 23, 1950: Mr. Turney Gratz telephoned. Said applica- 
tion of Glasgow’s, Inc., of Jackson, Mich., received this morning for $120,000 
Agency recommends $120,000. Not assigned to an eXaminer yet. 

Tuesday, April 11, 1950: Mr. Turney Gratz, Democratic National Committee, 
telephoned re Calumet Iron Works. Said applicant is desirous of obtaining 
$500,000 and asked Mr. Dunham to give the matter his favorable consideration 
when it is presented to the Board. 

Friday, April 21, 1950: Telephoned: Turney Gratz re Calumet Iron & Supply 
Co. of East Chicago, Ill. Told him the situation looked very bad; did not see 
how the Board could possibly approve the loan. 

Monday, April 24, 1950: Telephoned Mr. Turney Gratz after adjournment of 
above meeting; told him action re Calumet Iron & Supply Co. had not been 
favorable. 

Monday, May 8, 1950: Telephoned Mr. Turney Graz, Democratic National Com- 
mittee ; out of town until Wednesday. 

Thursday, June 8, 1950: Turney Gratz telephoned re application of Samuel 
Bischoff, Hollywood, Calif.—amount, $4,800,000. Mr. Dunham informed him it 
had been deferred at this morning’s Board meeting. 

Monday, August 7, 1950: Turney Gratz called re Copper City Mining Co. Mr. 
Dunham told him that this was approved. They also discussed Mr. Kingsley as 
being capable for the position at Central of Georgia Railroad. Mr, Dunham said 
he would call Mr. Sullivan on this and see if it couldn’t be rushed. 

Wednesday, August 16, 1950: Turney Gratz called to congratulate Mr. Dun- 
ham and to see if Pacific Rubber couldn’t be made special and approved. Mr. 
Dunham said that he would see it got every consideration. Mr. Gratz also said 
that he had been talking with William Daley who informed him the court had 
cleared up everything except Otis & Co. (Kaiser). Mr. Daley is going to be in 
Washington and would like to know if Mr. Dunham would see him. Mr. Dun- 
ham said that whenever Mr. Daley is in town to call and make appointment. 


DEMOCRATIC NATIONAL COMMITTEE—GREY LESLIE 


Friday, October 21, 1949: Mr. Grey Leslie, assistant to Mr. Boyle, telephoned 
re Douglas Mills, Inc., of Douglas, Ga. and Haleyville, Ala. Mr. Seth Petterson 
handling this case. 

Monday, October 24, 1949: Mr. Grey Leslie’s office (Democratic National Com- 
mittee) telephoned to make appointment for Mr. James Keenan to see Mr. Dun- 
ham sometime after 3:30 today. Mr. Keenan did not show up. This is in 
connection with Douglas Mills application. 

Tuesday, October 25, 1949: Telephoned Mr. Grey Leslie’s office to report that 
Mr. James Keenan did not keep his appointment with Mr. Dunham yesterday. 

Wednesday, October 26, 1949: Mr. Grey Leslie telephone. Made appointment 
for Messrs. L. W. McCormick of Jenkintown, Pa., and Harold Payson of Wash- 
ington, D. C., to talk with Mr. Dunham re the development of a coal mine. 

Thursday, October 27, 1949: Mr. Grey Leslie telephoned re Douglas Mills; 
returned his call also but he had left the office. 

Friday, October 28, 1949: Mr. Dunham returned Mr. Grey Leslie’s call of 
yesterday re Douglas Mills, Douglasville, Ga. 

Wednesday, November 2, 1949: Mr. Grey Leslie telephoned. Made appoint- 
ment for Messrs. Courtland Palmer and Donovan to call on Mr. Dunham re 
Douglas Mills. This application was to be presented to the Board tomorrow; 
however, at Mr. Dunham’s request, it was taken out of the docket. 

Monday, November 7, 1949: Mr. Grey Leslie telephoned re application of 
W. M. Barnes Co. of Los Angeles. Mr. Dunham said he informed Messrs. 
Keenan and Donovan the day they called on him that they would hear from 
us, that until the agency sent in their recommendations and the matter had 
Board action, that he could not commit himself. Mr. Leslie agreed; said that 
he would relay this information to Mr. Keenan; that the application would 
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be presented to the Board Thursday. Mr. Dunham will call Mr. Grey Leslie 
us soon as the matter has had Board action. 

Thursday, November 10, 1949: Telephone Mr. Grey Leslie, at Mr. Dunham’s 
request, and told him the William M. Barnes application had been approved 
at the Board meeting this morning for $159,500. Mr. 
delighted to get this information. 

Friday, November 18, 1949: Mr. Grey Leslie telephoned re Grenci & Ellis, 
Inc., of Frankfort, Maine. Told him the original loan for $250,000 had been 
reduced to $150,000 by Review Committee and would have Board action on 
Monday, the 21st. Mr. Gregg, examiner, handling the loan. 

Tuesday, November 22, 1949: Mr. Grey Leslie telephone re action taken by 
the Board on the Grenci & Ellis loan. Told him it had been approved yesterday 
for $150,000 reduced from $250.000. 

Tuesday, November 29, 1949. Mr. Grey Leslie telephoned to make appoint- 
ment for a Mr. Murray Sokoloff to see Mr. Dunham tomorrow at 11:30 re filing 
application for a loan with the RFC. 

Wednesday, November 30, 1949: Mr. Murray Sokoloff of New York City and 
Lonsdale, R. I., called on Mr. Dunham with a letter of introduction from Mr. 
Grey Leslie of the Democratic National Committee. Mr. Sokoloff talked with 
Mr. Dunham re possibility of filing an application for a loan from the RFC 

Monday, December 5, 1949: Mr. Dunham telephoned Mr. Grey Leslie re tickets 
for the Rose Bowl game. Mr. Leslie will try to secure the tickets for Mr. Dun- 
ham. 


Leslie said he was 


Friday, December 9, 1949: Mr. Grey Leslie telephoned re Sunray Mills, New 
York City. Told him we had no such application, though perhaps he was 
referring to Douglas Mills of Georgia. 

Friday, December 9, 1949: Mr. Grey Leslie telephoned. Said Mr. Wallace J. 
Clark, president of Northwestern Aeronautical Co., St. Paul, Minn., will be in 
Washington on the 15th or 16th of this month; will call this office to arrange ap- 
pointment (the above application was declined on October 24, 1949, for $30,000). 

Wednesday, December 14, 1949: Mr. Grey Leslie telephoned. Made appoint- 
ment for Mr. Wallace J. Clark, president of Nerthwestern Aeronautical Co. of 
St. Paul, Minn., to see Mr. Dunham tomorrow at 2: 30. 

Tuesday, December 20, 1949: Mr. Dunham telephoned Mr. Gréy Leslie im- 
mediately after the above call. Mr. Leslie said he had not been able to secure 
the tickets as yet, but he is still trying. Will get in touch with Mr. Dunham 
tomorrow. In the meantime, suggested Mr. Dunham talk with Mr. Hise re same 
as he (Mr. Leslie) understood Mr. Hise has a block of tickets for this game. 

Wednesday, December 21, 1949: Mr. Grey Leslie telephoned. Said he had 
telephoned every Democratic Congressman from Ohio re tickets for Rose Bowl 
game—no luck. Still has one forlorn hope, which he doubts will be produc- 
tive. Very sorry he had to fall down on this one request from Mr. Dunham. 

Wednesday, January 4, 1950: Mr. Grey Leslie’s secretary, Miss Shunatona, tel- 
ephoned re full information on Warren McArthur Co. Turned the matter over 
to Mr. Henrich who is more familiar with this matter, having serviced the loan. 

Friday, January 13, 1950: Mr. Grey Leslie telephoned re application of Re- 
liance Homes, Inc. Mr. Dunham secured current information from Mr. Engles. 
Wrote Mr. Leslie giving him the whole story. (See Mr. Dunham’s letter to Mr. 
Leslie dated today.) 

Tuesday, January 17, 1950: Mr. Grey Leslie telephoned. Made appointment 
for David L. Krooth, attorney, Reliance Homes, Inc., to see Mr. Dunham at 
2:30 tomorrow. Mr. Leslie stated that Mr. Krooth had additional information 
in connection with this matter. 

Monday, January 23, 1950: Mr. Grey Leslie telephoned re William M. Barnes 
loan of Los Angeles, Calif. Said he understood only $50,000 had been disbursed. 
Was interested in knowing why the balance was being held up. Mr. Dunham 
stated that apparently the applicants had not complied with all the terms of the 
resolutions as yet, that just as soon as this had been done they would receive 
the additional amount. 

Monday, January 23, 1950: Mr. Grey Leslie telephoned re application of 
Linder Corp., Kensett, Ark., $175,000, Mr. Wise, examiner. Told Mr. Leslie I 
would secure information re this matter and call him in the morning. 

Tuesday, January 24, 1950: Telephoned Mr. Grey Leslie in response to his 
‘all of yesterday re Linder Corp., Kensett, Ark., amount of application $175,000 
(See memo dated today in file, information obtained from Mr. Howard.) 













































































































































































1218 INFLUENCE IN GOVERNMENT PROCUREMENT 


Tuesday, January 24, 1950: Mr. Grey Leslie telephoned. Made appointment 
for Mr. Tom Walsh of St. Paul, Minn., to see Mr. Dunham at 3: 30. 

Wednesday, January 25, 1950: Mr. Wallace J. Clark, president of the North- 
western Aeronautical Co., St. Paul, Minn., cated on Mr. Dunham. Mr. Clark 
was in on December 15, 1949, and talked with Mr. Dunham re his application 
which was automatically declined on October 24 for $30,000. Mr. Grey Leslie 
interested in this matter. 

Wednesday, January 25, 1950: Mr. Grey Leslie telephoned re the Linder Corp., 
Kensett, Ark. Told him the additional information had been received from the 
Little Rock loan agency, had been turned over to Mr. Wise, examiner, and report 
was being prepared for presentation to the Board. Talked with Mr. Wise later 
who stated the application had been declined right down the line—he was going 
to decline it—the review committee would no doubt decline it and so would the 
Board. 

Thursday, January 26, 1950: Mr. Grey Leslie telephoned. Made appointment 
for Mr. James Keenan, Mr. John Horne and Father Thomas B. Horne, of the 
John Horne Co. (manufacturers of candy bars), Evanston, Ind. Called Mr. B. B. 
Blanton, examiner, in on the conference and Mr. Horne and Father Horne left 
with him. Mr. Keenan left later. 

Friday, January 27, 1950: Mr. Grey Leslie telephoned to inquire re Linder 
Corp. and John Horne Co. applications. Told him the Linder Corp. would have 
Board action on Monday; the John Horne Co. application was turned over to 
Mr. B. B. Blanton, examiner, who at present was writing the report. Would 
probably have action on Thursday. 

Thursday, February 2, 1950: Mr. Grey Leslie telephoned to say that he is very 
grateful for work Mr. Dunham did in behalf of the Horne Candy loan. Said he 
knows that it was through Mr. Dunham’s efforts that this matter received favor- 
able action. 

Friday, Febraury 10, 1950: Mr. Grey Leslie telephoned re Glendenning Car- 
tage, Inc. Said Mr. Walsh, who had previously talked with Mr. Dunham about 
this company, telephoned him this morning and said the application had been 
filed with the Minneapolis loan agency last week and was being handled by Mr. 
Shirrey, examiner. Mr. Shirrey informed Mr. Walsh that this application would 
not have action for at least 8 weeks. Moratorium on purchase of trucks ex- 
pires Ist of March. Anxious to have some action before that time. 

Monday, February 27, 1850: Mr. Grey Leslie telephoned re final disbursement 
of W. M. Barnes Co. loan. Said to hold it up until this afternoon. Relayed this 
information to Mr. Robertson, who serviced the application, 

Monday, March 27, 1950: Mr. John Nelson called on Mr. Dunham at the sug- 
gestion of Mr. Hise’s secretary (Mr. Hise is out of town) to discuss filing an appli 
cation in connection with the El Mirador Hotel in California. Mr. Nelson was 
originally referred to Mr. Hise by Mr. Grey Leslie. 

Wednesday, March 29, 1950: Mr. Grey Leslie called re friend of committee 
desirous of obtaining loan for $50,000 for his retail liquor store. Mr. Dunham 
said that he would be glad to talk with him but inasmuch as he had license, he 
doubted if RFC would make loan as license could be revoked so easily. Mr. 
Leslie said they would call later for appointment but did not. 

Tuesday, April 4, 1950: Mr. Grey Leslie telephoned. Made appointment for 
Mr. Nathan Strauss, Tivoli Liquors, Inc., to see Mr. Dunham at 11:30 tomorrow. 
Mr. Strauss has not filed an application as yet. 

Wednesday, April 5, 1950: Mr. Nathan Strauss, Tivoli Liquors, Inc., Washing- 
ton, D. C., called on Mr. Dunham at the suggestion of Mr. Grey Leslie. Mr. 
Dunham telephoned Chauncey Dodds in Mr. Strauss’ presence, asked him if the 
RFC was authorized to make loans to liquor dealers. Mr. Dodds stated the Cor- 
poration, to his knowledge, had never made such a loan but that Mr. Strauss 
should file an application anyway. 

Thursday, April 27, 1950: Mr. Grey Leslie telephoned. Said meeting would 
probably be called today re Pacific Paperboard Co. (deferred at Monday’s meet- 
ing) and stated that he is very much interested in this ioan. Mr. Dunham re- 
plied that, although he had not been informed of any such meeting that he 
would be glad to look into the matter. 

Monday, May 15, 1950: Mr. Grey Leslie telephoned. Made appointment for 
Mr. Ray Linder of the Linder Corp., Kensett, Ark., to see Mr. Dunham at 2: 30. 

Tuesday, May 16, 1950: Mr. Grey Leslie telephoned to thank Mr. Dunham for 
the assistance given to Mr. Linder in connection with his application for a loan. 

Friday, May 19, 1950: Telephoned Mr. Grey Leslie re the Linder Corp. Told 
him he thought it would be possible to work something out. 
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Monday, May 22, 1950: Telephoned Mr. Grey Leslie, replayed the above in- 
formation to him re the Linder Corp. 

Monday, July 17, 1950: Mr. Grey Leslie, Democratic National Committee, tele- 
phoned. Made appointment for Mr. A. J. Stevens of Kansas City to see Mr. 
Dunham at 2:30 re Aireon Manufacturing Co. of Kansas City. Telephoned Mr. 
Tom Williams while Mr. Stevens was in the office. 

Tuesday, August 1, 1950: Mr. Grey Leslie called and wanted to know if RFC 
was handling Masaba Iron Co. or Reserve Mining Co. Mr. Dunham told him we 
were not. 

Thursday, August 3, 1950: Mr. Leslie’s office called—made appointment for 
9 tomorrow for Mr. Dunham to see George M. Ebert, accountant and Carl C. 
Spote of Brockton Preserving Co., Brockton N, Y. This loan has been declined 
seven times, last time July 19 for $125,000. Mr. Rollins is examiner for this. 

Tuesday, August 8, 1950: Called Mr. Leslie re his letter with regard to RFC 
shares of stock in Sunray Oil Co. (See letter in files dated today.) 

Tuesday, August 15, 1950: Grey Leslie made appointment for Paul Nachtman, 
attorney at Dupont Circle, Columbia 0900, and Robert W. Berry, vice president 
of Carbondale Industries, Inc., Carbondale, Pa. (with office in town at 725 
Jackson Place, Sterling 8693) to see Mr. Dunham at 11 today re Heat Transfer 
Co. of Carbondale, Pa. Mr. Dunham called Tom Williams while they were here, 
who said RFC holds 72 percent interest and the First National Bank holds the 
remaining 28 percent. Mr. Williams agreed with Mr. Dunham that Messrs, 
Berry and Nachtman’s bid of $170,000 was a good price. 


DEMOCRATIC NATIONAL COMMITTEE, ROBERT MOORE 


Friday, July 8, 1949: Mr. Robert Moore, Democratic National Committee, 
telephoned Mr. Dunham, at the request of Mr. Bill Boyle, re William Caralow, 
president of the Home Savings Bank of Boston. Anxious to get Mr. Caralow 
on the board of trustees of Waltham Watch. 

Monday, uly 11, 1949: Telephoned Mr. Robert Moore, Democratic National 
Committee to check on name. Learned it was William B. Carolan, president, 
Union Savings Bank of Boston instead of William Caralow of the Home Sayings 
Bank of Boston. 

Thursday, October 20, 1949: Mr. Bob Moore, Democratic National Committee, 
telephoned. Mr. Dunham was not in the office. Returned Mr. Moore’s call later 
in the day but he had left his office. 

Friday, October 21, 1949: Telephoned Mr. Bob Moore in response to his call of 
yesterday. 

Thursday, May 25, 1950: Mr. Robert Moore of the Democratic National Com- 
mittee telephoned re Glendenning Cartage, Inc., St. Paul, Minn. Mr. Dunham 
informed him he would look into it and call him back later. 

Thursday, May 25, 1950: Telephoned for Mr. Carlson, manager of the agency, 
to come up. He did so and discussed the application at some length with Mr. 
Dunham, who then telephoned Mr. Moore and gave him the following information : 
Said the report is being written at the present time and it looks as if we will 
recommend it. Application should arrive here next week and Mr. Dunham said 
he would give it his careful attention. 


ExursitT No. 15 


EXCERPTS OF CALLS AND OFFICE Visits AuGust 9, 1948, To FEBRUARY 28, 1951, 
TAKEN From Recorps or Mr. W. E. WILLeTT 


1948 


September 10: Neal Roach of Democratic National Committee in office. 

October 8: Merl Young in office. 

October 15: Lunch with Dawson and Young. 

November 8: Merl Young in office. Neale Roach phoned from Philadelpbia 
re coming down this week. 

November 9: Neal Roach phoned re application of Vinnel Co., Alhambra, 
Calif. 

November 15: Neal Roach and Mr. Halpin in office re loan. 

November 16: Turney Gratz in office. 

November 20: Merl Young phoned re Banton Trailer Corp. or Monroe Auto 
Parts Co. 
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1948—Continued 


November 30: Merl Young phoned re Dan Nee. Dan Nee in office at 2: 30. 

December 6: Merl Young phoned re application of Farnsworth above. 

December Carl Strandlund and M. Young in office re Lustron. 

December 8: Merl Young phoned re Forrest Products & Equipment Co., Knox- 
ville, Tenn. Lunch with M. Young. 

December 15: Messrs. Dougherty, Young, and Henrich in office re Warren 
MacArthur. 

December 15: Neal Roach and Mrs. Black in office re Jackson Day dinner. 
Merle Young in office re Lustron. ; 

December 21: Neal Roach phoned re Vinnell Corp. also contacted Mr. Hise. 
Merle Young inquired re application of Thomas George Corp. 

Lrecember 27: Phoned Boardman in Cleveland re salary of M. Young. 

December 30: Mr. Young called. 


1949 


January 6: William Boyle phoned re Smith Engineering Co., Kansas City. 
Neal Roach in office re Vinnell Co. Representatives of Smith Engineering 
(Messrs. Ruysser, Rosenberg and Siskin) in office. 

January 10: Lunch with Dawson and Young. 

February 2: Mr. Roach in office with two clients. 

February 25: Jean Carney in Boyle's office phoned re application of Waldes 
Koh-I-Noor Co., New York City, C. B. Lewis is examiner. 

March 31: Phoned M. Young re above. 

April 1: Lunch with Dawson and Young. 

April 6: Neal Roach in office. 

April 11: Mr. Brodie in office re United Concrete Pipe Co., Baldwin Park, Calif. 
Neal Roach phoned re this application; also re Mannington Pottery. 

April 13: Phoned M. Young re Jackson Day dinner. 

April 26: Turney Gratz in office re Hydrocol. 

April 28: Turney Gratz in office. 

May 2: M. Young phoned from Detroit. 

May 5: Lunch with Young and Dunham. Colonel Horowitz and Mr. Van 
Raalte of Thompson & Starrett in office re Lustron. Sent over by Boyle. 

May 11: Turney Gratz in office. 

May 13: Messrs. Strandlund and Young in office re Lustron. Turney Gratz 
phoned re sending someone to Bethlehem. 

May 17: Neal Roach in office. 

May 23: Neal Roach phoned. 

May 31: Messrs. Young and Merriam in office re Buffalo Weaving & Belting 
Co. Turney Gratz in office. 

June 3: Turney Gratz in office. 

June 8: Turney Gratz in office. 

June 16: Phoned Merle Young re above. 

June 21: Neal Roach in office. 

July 8: Robert Moore of Democratic National Committee phoned re William 
Carolan, president Home Savings Bank as trustee for Waltham. 

July 8: Dan Hanlon from Boyle's office in re Harry Sinberg Florida Hotel 
application. 

July 11: Phoned Bill Boyle re William Carolan as trustee for Waltham. 

August 2: Turney Gratz and brother in office. 

August 4: Neal Roach and Judge Warwick in office. 

August 10: Neal Roach in office with Bernard Nimeroff and Herbert E. Brod 
of Lutz & Sheinhman Printing Co. 

September 15: Bert Crane, sent by Turney Gratz, in re Sauganash property 
in Chicago. 

October 4: Advised M. Young and Dunham of above. (Percy Gale phoned 
re Wesley Peoples and United States Radiator Co., which is in Detroit and in 
New York. 

October 5: Turney Gratz in office. 

November 23: Charles Koonz in office. Sent by M. Young. 

November 29: John Hendron from St. Louis in office re J. T. Wren Mfg. 
Jefferson City, Mo. Sent by Boyle. Also in office: Prince and Williams. 

December 13: Turney Gratz in office. 


December 28: Max Siskind in office re Thyson Roller Bearing Co. Also repre- 


sentatives of the company. 
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1950 


January 5: Phoned Neal Roach re Carefree Center, Miami. 

January 5: Neal Roach in office with Mr. Nimeroff, New York City. 

January 6: Mr. Graffin of New York Enquirer in office. Sent by Boyle. 

January 19: Neal Roach in office re Mr. Nimeroff. 

February 3: Merl Young phoned re Bridgeways Truckline, Detroit. Consulted 
with Seabury. 

February 15: Gene Donnolly, Arnold Wilkerson, and George Manual from 
Kansas City in office re Northern Handle Mills, Kansas City. Sent over by 
Gratz. ‘Saw O'Donnell. Robert Moore of Democratic National Committee 
phoned re position in Kansas City agency for James G. Walsh. Contacted Don 
Smith. 

March 15: Neal Roach phoned re application of Aero Services, Inc., Los 
Angeles. Gordon Hussey coming in re same. 

March 21: Neal Roach phone re: Aero Services, Inc. 

March 23: Neal Roach phoned re Gordon Hussey. 

March 28: Neal Roach in office with Gordon Hussey re Aero Services, Inc. 
Miss Florence Lynch sent over by Turney Gratz re Pacific Paper Board Co., Port- 
land, Oreg. Agency recommended decline. 

April 10: Neal Roach phoned from Chicago re Gordon Hussey. 

April 12: Neal Roach phoned from Chicago re Gordon Hussey. 

April 27: Neal Roach phoned from Chicago re Gordon Hussey. Told him Hus- 
sey would have to go back to Los Angeles. 

Bob Moore of Democratic National Committee phoned re Judge Rowe. 

May 15: Frank Burk in office, sent over by Merl Young. Also Miss Bowers, 
secretary to Matt Connelly. 

June 14: Lunch with M. Young and Mr. Jacobs. 

June 22: Neal Roach phoned re flash flood in Crooksville, Ohio. Also said that 
Mell Underwood, Jr. had called re this matter. 

June 26: Boyle’s office phoned re dinner Friday night. 

July 27: Turney Gratz phoned re Alfred Maier, State finance chairman of Wis- 
consin. 

August 7: Neal Roach phoned to ask about steamer Pacific Explorer. Told him 
to contact Maritime Commission. Turney Gratz phoned re Copper City Mining 
Co. 

August 10: Lunch with Young and Rex Jacobs. 

August 16: Neal Roach and Mr. Halpin in office re Vinnell Co. Called in Rob- 
ertson. 

August 30: Neal Roach phoned to make appointment for Gordon Hussey. 

September 11: Mr. Boyle phoned re Copper City Mining Co. 

November 7: Mr. Halpin and Neal Roach in office re Vinnell Co. 

December 15: Harry Mensher, sent over by Robert Moore, in office. Sent to 
Rutland. 
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Exutrr No. 16 
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Exuisit No. 16—Continued 
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ExuniBit No. 16—Continued 
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Exuisirt No. 16—Continued 
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Exureit No. 16—Continued 
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Exuisit No. 16—Continued 
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EXHIBIT No. 17 


AMERICAN LITHOFOLD CoORP., 


Saint Louis, Mo., June 23, 1949. 
Mr. J. E. Barton, 


Reconstruction Finance Corporation, 
407 North Bighth Street, St. Louis 1, Mo. 

Drak Mr. BARTON; Enclosed herewith is the financial report for the company as 
at May 31, 1949. 

The records are maintained in accordance with good accounting practices, and 
the statement reflects conditions as they appear on the books of the company. 

Yours very truly, 
AMERICAN LITHOFOLD Corp., 
H, W. STANHOPE, Controller. 


AMERICAN LITHOFOLD CORP., 


St. Louis, Mo., June 17, 1949. 
Mr. J. E. BARTON, 


Reconstruction Finance Corporation, 
St. Louis 1, Mo. 


DEAR Mr. Barton: Attached hereto is a list showing advances to salesmen, also 
the commissions earned and credited, as well as Commissions on orders unshipped. 

The details of the balance sheet total, viz, $56,188.44, and is made up of the 
following: 


Traveling advances to salesmen and employees. ; $100. 68 
Advances to salesmen (detail list attached) $60, 563. 05 
Less commissions credited Washington office_ 272. 99 

60, 290. 06 

60, 390. 74 

4, 202. 30 


56, 188. 44 


Net advances_-_ 
Commissions earned and credited_____ 


25, 184.11 
Commissions earned orders unshipped 38, 099. 53 


63, 283. 64 


Balance commissions in excess of advances 7, 095. 20 
Yours very truly, 


AMERICAN LITHOFOLD CorpP., 
H. W. STANHOPE, Controller. 
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American Lithofold Corp., St. Louis, Mo. 


CHICAGO 


Debit May 31, 1949 
Reta balance Commission on 
Salesman | ee 30 orders not shipped 
: —* May 31, 1949 
gat : ’ 
1949 Debit Credit 


. M. Bridell ; $5, 685. 43 | (OR) $5, 332 ; 
(Comm.) 3, 511. 50 61.5 $2. 000. 00 
’, A. French 1, O28. 44 308. 10 221. 00 425. 00 
+. M. Grady i 914. 75 50 400. O00 
fd Mayr 1, 419. 40 2, 121. 20 905, 20 500. Of 
. A, Pomerantz . 14 , 234. 00 | 25 600. 00 
. R. Rhue 1, 976. 91 199. 16 172. 5 BOM). OM 
. R. Sd. Robertson 3. 2 * $1. 5 160. 60 125. 00 
2. L. H. Roemisch | 57 289. 45 ‘ 95 350. 00 
. R. A. Simonson, Jr__|.. 489. 47 537. 75 
. J. Jenk 325. 454. 05 
. A. Heyner 4. 06 
24. J. B. Wasley Ea 
J. Graef 4! 
2. W. E. Crewdson 53 
16. W. EF. Sutherland ‘ a 7 
18. K. T. Vroman 5. 93 , RHE 57 150. OO 
14. G. A. Sponheim .55 | 2, 395. 63 : 35 7 00. 00 
8. J. V. O'Neill ; f ) 34. 300. 00 
15. F. A. Sutherland 
6. D. W. Jordan 
19. N. C, Johnson 
27. H. C, Curtis 3 , 03.3 ( 20). O08 
J. E. Maag 
D. R. Terrien 


350 


Total 16, O85. 66 R15 7 7 5, 153.16 | 16, 700.00 


1 MacCaul, C. B., Sr., and MacCaul, C , Jr., are ineluded in above figur 


YORK 


41. Andrews, H. M ; QR | $3, 187 
62. 
Atlantic Register 
43. Brandeis, J. R 6 2. ¢ 163. 5 $410. 00 
porwr W.E. 
45. Cireele, V. V . 97 1, 000. 00 
46. Cross, J, E 27 36 300. 00 
48. Emmett, E. R 
54. Forms, Inc 
44. Gilbert, J 
51. Ronayne, C. A 
52. Shapper, R 
Scoville, R. V. , 
456. House : (OR) 4, 


McCarroll, P. J 
57. Kelliher, H. J 
62. Stratton, R. A 
53. Spoore, W. D 
Jacobs, R. P. 
N. Y. Ind. Ace 197. 76 
61. Partridge, H 


Tete: 10, 634. 12 10, 721. 37 720. 69 3. 4,806, 37 
(OR) 1, 742. 16 
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American Lithofold Corp., St. Louis, Mo—Continued 
WASHINGTON 
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86. 


Washington Office _ - 
Blauner, R. A-._.. 
Boyle, W. oO 
Siskin, 8 














2, 976. 76 


I BS8 noon stack eee il 


Killoren, W. H_ - ...|$2, 257.00 Iso, 419. 64 | 
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Se 





| 


SO cen scenvsnte 2, 257. 00 | | : 2, 419. 64 2, 147. 2, 374. 70 ; 625. 00 


(OR) 47. 
Grand total.......|54, 086.46 |60, 563.05 |25, 457. 38, 099. 53 12, 591. 26 | 14, 918. 32 


(OR) 4, 287. 48 


American Lithofold Corp.—Balance sheet as at May 31, 1949 


Assets and other debits: 
Current assets: 
Cash $20, 886. 
Trade notes and accounts receivable, less reserve of 
$4,442.77. 39, 208. 
Amounts receivable from W. E. Heller & Co 45, 182. 6 
Estimated refund of Federal taxes on income 11, 300. 
Other accounts receivable 1, 607. 
Officers’ and employees’ accounts, less reserve of $4,202.30_. 56,188. 
Employees’ funds for the purchase of savings bonds, 
$1,937.12, less liability of equal amount. 
Inventories : 
Material and supplies of which $73,909.42 were pledged_ 193, 249. 
Work in process 61, 830. 10 
IU ck sa rsenien sis otndicig hain cenrattiblin hess eeenan dks 20, 144. 23 
Prepaid expenses 27, 388. 99 


ee eae a : 476, 986. 53 


Other assets: 
Surrender value of corporation life insurance of $45,000, 
subject to chattel mortgage 
nn ae a a ak ee 5, 237. 


a 


Subtotal 16, 058. 11 


Capital assets (subject to chattel mortgage) : 
Factory equipment 634, 070. 65 
Office furniture and other equipment 28, 674. 49 
URNNUIIR etait ie es ete Me 2, 295. 54 


ay met 


Subtotal 665, 040. 68 
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American Lithofold Corp.—Balance sheet as at May 31, 1949—Continued 


Assets and other debits—Continued 
Capital assets (subject to chattel mortgage)—Continued 
Reserve for depreciation $286, 330. 49 


Subtotal 378, 710. 19 
Assets in process of construction 4, 875. 26 
Expenditures for devices for use by customers, less reserve of 


Improvements to leased property, balance unamortized 3,900. 56 


Subtotal 392, 953. 42 


Patents 1. 00 


I aa i ec eno ceteris nh epadpnenapainiTiA ian eeehatimenney 884, 999. 06 
Liabilities and other credits: 
Current liabilities: 

Notes payable to Walter E. Heller & Co., secured by pledge 

of inventory 49, 196. 88 

Installment obligations payable within 1 year 76, 553. 28 

Accounts payable 96, 742. 82 

57, 846. 25 

Accrued taxes, interest, and other liabilities__._._._..._.___.___ 34, 398. 00 

Heserve.cor Pederal income taxes.............................- 18, 026, 56 


Cther liabilities: 
Payments due after 1 year on installment obligations_.___._._ 149, 637. 62 
Capital stock and surplus: 
$5 cumulative preferred stock, $100 par value, authorized and 
issued, 250 shares (dividends in arrears $12.50 per share, 
or $3,125) - _ 25, 000. 00 
Common stock, without par value (authorized, 4,750 shares; 
issued, 3,753 shares) 375, 300. 00 
Earned surplus (Dec. 31, 1948) $32, 969. 08 
Profit or loss for 1949 30, 671. 38 
————-_-~ 2, 297. 65 


Subtotal 


Contingent liabilities : 
In respect of guarantee of accounts receivable 
sold to W. E. Heller & Co., May 31, 1949_____ $122, 047. 32 
LE EL LIL 
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American Lithofold Corp.—Profit and loss statement, May 81, 1949 


| pe. January 
| Pre May | through May 


i 31, 1949 
Own sales 
Sales 
Commercial $151, 482. 26 $855, 788 
Government 20, 919. 14 ISS, 428 
Author’s alterations _-- | 328. 62 | 1,491 


Selling expel 
Salaries 
Chi 

Det: 

New 

St. | 

Was 


Total sales__ _. | 172, 730. 02 | 1, 045, 708. 7 
Returns and allowances 
Commercial Si 
Government Expense 
Chi 
Det 
Nev 
Nev 
== : = = =. Phi 
Commissions 17, 025. 59 107, 093. 53 St 
Losses on advances to salesmen in lieu of commission ‘ 1, 623. 05 4, 840. Wa 
. Cle 
Sales, less commission 154, O81, 38 933, 695, AA Mil 
Cost of sales 4 : 142, 256. 67 815, 386 Har 
- i- Cin 
Gross profit 11, 824. 71 , 308. 98 Mil 
== <= | == Lar 
Selling expense . 13, 704. 96 58, 878. 
Administrative expense 15, 083. 84 | 9, 732. : Ss 
Financial income and expense 3, 393. 02 | 5, 503. 82 Advert 
poe mee Losses | 
32, 181. 82 | 54, j Miscell 
Saat foe : : Royalt 
ll 3: . 58 Patent 
a ee r.O.4 
Jobbed sales: | Federa 
Sales 688. 40 27, 358. State u 
Commission 126. 78 § Group 
Workn 
Develo 
Litho-l 
Litho-1 


Total returns and allowances 79 


‘ 


Sales, less returns and allowances 172, 730. 02 1, 045, 629. 


Profit or loss 20, 357 


Net sales, less commission | 561. 62 
Cost of sales_ 493. 50 | 
Profit or loss | 68.12 | 
Tota 
Burster and miscellaneous sales 

Sales Administr: 
Cost of sales and commission Officer 
Office : 
Office 
wo Telepl 
Profit or loss before taxes ce 20, 288. 99 30, 671. 3 Office 
’ Postag 

7 P — Legal 
imerican Lithofold Corp:—Cost of sales, May 31, 1949 qreve 


Profit or loss 


| Donat 
5 January Misce 

| o. May | through May ee: 

To | 31, 1949 Feder: 

ve a i State 

| State 

Plates Depre 
Litho : | $513 . 526 Mi8sce 
Rubber 5 4. 603 . 193. 6: Grou 
Negatives and burns. | 5, 368. 14 24, 904, R° Insurt 
Paper ‘ 35, 728. 60 , 654, 26 Work 
Carbon paper : 28, 798. ¢ 5, 236. 4! 
Paper and carbon handling 4, 332. 50 20, 525. 
Ink 390. 84 3, 040. ¢ 


Cartons | 1, 141. 39 . 536. 1! Financial 
Shinping , 394. 77 | , 634, 28 Intere 
Freight 749. 56 5, 590. Disco 
Miscellaneous direct charges | 205. 37 5, 193. : Misee 


== : Inter 

Labor Disca 
Press 288. 66 2, 642. 4: Misce 
Carbon machine . 864. 38 | 14, 379. Bad ¢ 
Collator . 492. 85 | 13, 365. Gain 
Bindery 16, 764. 07 102, 324. Incor 


. Profi 
Total labor 31, 409. 96 192, 712. ! 
Indirect factory __. | 27, 621. 65 | 147, 639. ¢ To 


Tot 


ate 
eee | _ 
Total, labor and indirect factory jana 59, 031. 61 | 340, 351. 83 * 


Total cost of sales _..____ : ; ; . 142, 256. 67 | 


tenes 
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American Lithofold Corp.—Profit and loss statement, cost of sales 


Month of May ‘a uch M v 
1949 rough May 
31, 1949 


Selling expense 
Salaries 
Chicago 
Detroit 
New York 
St. Louis 
Washington 


Subtotal 
Expense 

‘hicago 
Detroit 
New York 
New York (2 Wall St 
Philadelphia 
St. Louis 
Washington 
Cleveland 
Minneapolis 
Hartford 
Cincinnati 
Milwaukee 
Lansing 


Subtotal 
Advertising 
Losses on advances to salesmen 
Miscellaneous selling expense 
Royalty expense 
Patent expense 
F. O. A. B. tax, employers 
Federal unemployment compensation tax 
State unemployment compensation tax 
Group insurance expense 
Workmen’s compensation and public liability insurance 
Development and experimental, devices 
Litho-liner sales 
Litho-liner expense 


Total selling expense 


Administrative expense 
Officers’ salaries 
Office salaries, general 
Office vacations 
Telephone and telegraph 
Office supplies 
Postage 
Legal auditing and appraisal fees 
Traveliug expense 
Dues and subscriptions 
Donations 
Miscellaneous expense 
F. 0. a. b. tax, employers 
Federal unemployment compensation tax 
State unemployment compensation tax 
State and local taxes 
Depreciation, office equipment 
Miscellahedts taxes 
Group insurance 
Insurance, officers’ life 
Workmen’s compensation and public liability insurance 


Total administrative expense 


Financial income and expense 
Interest earned 
Discount on purchases 
Miscellaneous income 
Interest expense 
Discount on sales 
Miscellaneous financial expense 
Bad debts 
Gain or loss on sales of equipment 
Income tax expense 
Profit on sale of paper 


Total financial income and expense 


81249—51 
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American Lithofold Corp.—Egrpense charged to in-process 


An 
through May 
31, 1949 














Factory expense included in production and operation: 


Labor expense direct: 


- |g ae . May January 
Direct ex} 

















> 
Press: I oe 
teadestons baacncent Seda euiiane daca hcinaieesetensnas sieaditeat $4, 104. 53 $21, 375. 06 D 
neh wade weebiebibs na abeinesiae 7, 348. 08 40, 968. 51 Ww 
SE ccaicncas Ran nacneieebunseusaucsedad ewes cnswenauer 3, 446. 82 17, 361. 42 Fi 
ences nbskede rane banesenkntaekusheenssyh seen 1, 396. 26 13, 590. 35 F 
dra ee ce eapianbaodoee 17, 044. 03 102, 405. 12 L 
seers Li 
SN teb fan bia stele ds cabuk cote tink hich aihaarewipiinaniieiielemiin 33, 339. 72 195, 700. 46 Vi 
Labor expense indirect: | ss 
Labor: | 
Ds ssa cnc casbisescasscnccnpwenhans 2, 804. 49 9, 524. 52 
NN os nind ou naccancdhadnctackatecewseurhee | 164. 82 880. 57 Ware! 
Miscellaneous press equipment -..-_................--.----- ests chines oglinietlipeat- Stel taeiieatitlinchs imme Si 
Superintendence, general. _._...... Db oe de nial aubincbud diadeibin mandpoeces 1, 000. 00 5, 000. 00 St 
Foreman: L 
Machine shop. .--.-..........-. Shieh aden ddbteebanedeneboaeuacas | 407. 50 2, 372. 86 
ER accduicasabaiesasteescsncsdbssanansben be binmew anid 1, 209. 80 6, 289. 24 
No 2nd cas acini aetia meayepe wine ion Maaneelaee | 1, 286. 48 6, 509. 08 
CONE he coca wake cha won EssiessencrSbst me Rear Raisin sak eek ieiesectnecndieaio hie 450. 92 3, 194. 78 
EN i inc ec cckeserthendepawesnsdddae bumwaewekens oienil 855. 98 4, 534. 71 
Supervisors, bindery ---..-...-...-.--- hc abana patelaenia gem aeien ie 951. 02 4, 914. 31 Shipp 
Se Se SO oo inner eer niseevdnencankweniue 1, 028. 09 5, 142. 84 5 
IS oe ne esa \eeee eunas 2, 993. 64 14, 968. 20 S 
Overtime premium, direct lebor............-....------- neal 168. 32 1, 559. 59 L 
ee ee ee een. sanatpekoelcemmennaweaenotel 2, 477. 90 5, 025. 06 F 
ee erie e caeia ais etnnsihinn Buea 547. 81 2, 261. 29 Vv 
Workmen’s compens¢ ation and public liability insurance... ...__- 553. 05 | 2, 223. 02 
i; Sy a ne oes emcidmenmenee donate 659. 89 3, 164. 29 
Unemployment compensation: | 
SU ae i ic td ack aoe Wa ia apie 8 dhs S Coes Gal Ol Ringe peeiieal | 197. 97 902. 21 Mate 
Ses ee ce eG ananeon sqedbesbcaecdksoeeenduneaneaenapeet | 923. 84 4, 225. 22 P 
ee ee ¢ 
Passos Pea cnsnodensib adbeskgadcbeengteniudie | 52, 021, 24 275, 845. 09 C 
I 
Indirect factory expense: I 
Ne cel asteucnsbeusesiseacuhbndsionse ametah aide we 5, 070. 00 
is cae ek cibebnie dhe snaneoe seiaaals 381. 91 | 3, 423. 08 
Development and experiment: ON ne ca laa Ee al et ee a er 
Parts, equipment repair, miscellaneous press hi paicbicitink sae ereincans boca 384. 72 
Moving expense, equipment-__-_.........-...-.---.---.--- idl ks wire eel 348. 84 
ad 6 na ha nyt Riccar ed baiaie eS 3, 581. 99 18, 435. 67 a 
Amortization of leasehold improv eae aa 780. 11 3, 900. 55 
nei ic cecsabepbeatnadsevaeunap snl agks Subnet Abii eens 
ne 5 ses Sb ae od emcees eaceemnenedon 1, 673. 40 8, 367. 00 
I o.oo .aenneceonnmnenghes -litiaelbeietaseting ci 483. 89 | 2, 469. 67 
Station wagon expense-........--...-.----------- ioe wansl 2.81 | 229. 7 
NEE ott akan: gela aS abelenin ke tare ciiddinaih nem eanel 5 &5. 28 274. 33 
DRI RT PORT 5 Sc nls ers ncn aco cca 631. 90 3, 550. 86 
Supplies Sa inlet: oti eistetk aabgnesi anes ati Ciaeanaadlante 1, 653. 38 11, 366, 81 
Miscellaneous expense. : tk cbse tbtcios ine ebtaaiAs tgs cedeabciaia 338. 08 | 1, 536. 88 From: 
Oe ss eesemeeicnnion 6, 673. 99 | 337, 750. 45 To: R 
Summary production and operation: at Ww 
I ces ee ke aaa ee 33, 339. 72 195, 700. 46 $750 o 
Factory indirect........_._-. RE oe detieteiet a ahegadaipanen ae 28, 334. 27 142, 049. 99 Also 
Selling expense. - ; cabs etait ts akds hanes thurs madi thie scat esioeatdieecaae 13, 704, 96 | 58, 878. 44 It v 
Administrative expense - Se ee tek wscoiieia ddasendavreatavdeccyccal 15, 083. 84 79, 732. 20 . 
ne a ai ich melee x 3, 393. 02 | 15, 503. 82 confirr 
Sc nn a a a re 98, 856. 81 | 491, 864 v1 
}Direct expense net included in production and operation: 
Plate department expense: 
Plate department: | | 
Maintenance labor equipment tiie Nclauinaacies aan 3.10 | 3.10 
Depreciation equipment -___-- Patni eee ae eanewel 238. 04 | 297. 55 
nn ni sdincnatms oe ae Se eee ee 1, 148. 60 | 4, 438. 49 
Foreman ; : suede cba = waebdnd wena 393. 21 2, 021. 89 
Labor + sutemaeae - ‘ ieiatianate eal 2, 451. 92 12, 254. 55 
Vacations ‘ aan ene elas mareinntioand . 182. 43 | 912.15 
Office salaries = 5 Peeaiaaes 586. 48 3, 160. 62 
Miscellaneous expense. ieeceee “ ; : it 37. 72 
RE ee tbe chain Sadecatlaie Ciatnamcs indiana ‘5, 003. 78 | _ 8, 126 07 





INFLUENCE IN GOVERNMENT PROCUREMENT 1235 


American Lithofold Corp.—Exrpense charged to in-process—Continued 








January 
N May ; 
| Month of May | through May 
2 es 31, 1949 
Direct expense not included in production and operation—Continued 
Paper and carbon handling expense: 
Parts, equipment, repair, camachine--_-_.........- Shia chad tnnieetonces tes $51. 00 
i oa os ie naib isa chad dpasanqatrochances $190. 88 238. 60 
UII sc Sax cedis oxeteiwnnedocdedhivacoe ds diccncal 327. 48 2. 131. 77 
a ee Geaonscegeasos meen 720. 61 386. 31 
PE  itidtrkcecendnistouhbnreccescsateegs wegbnaesuse -} 735. 07 4, 521. 43 
Labor, handling ees ren ckme ensues uddaminmttoaeine bees 1, 079. 48 6, 994. 94 
San Eew anon on | 486. 46 2, 590. 49 
I Sn cc vileroch ckibtlguatvoindusesiies picvadaeele acu! 139. 66 698. 39 
DE a be ccucccuekacushaecut ee Riceatc iene cicada ee Raan an | 507. 59 2, 646. 59 
Se shin nite daria tns Ba inaskgepecgdateunerereduns 3, 532. 27 15, 995 89 
Warehouse expense: rest eo a 
St cihitttnihbhnetes wha twen bets bos tdedsatgeaesoeee : 5.23 
DR sc cncaddtckuhunesdditenceeccechteonenn ee 420. 49 1, 231. 92 
eed tr’ schecict at cceacelliias Sain ietctaeth cosh entered adlivaeth an ine, 0 mi eels a 391. 71 2, 169. 12 
SG. tlk binekdienbacinedunuahden Sbawsreenbbersche : 812. 20 3, 406. 27 
Total paper and carbon handling expense... ...............-- : 4, 344. 47 t 19, 402. 16 
ae expense: | 2 Sas 
arts, equipment repair. ..........-...--.-- onl ches each aha echeapicaheci 1. 84 
— hiennhagae te skis wipetiaepubeelibisin tieaiia sindnnneaantl 163. 81 1, 915. 08 
CT ah tn Ak a alias ak deat tweeter inn oeaea Corgiiaipamal 857. 61 4, 759. 10 
SN, wadécncdnae cndicndgabte toda eaaiamiha tebe soe hicewtediedl 300. 59 1, 595. 51 
ME Gdkdl siedeneddcbaidecoeueNeecascuwoerescasers Sew 73. 08 365. 40 
ER SAR Sores ES EE ae ee : . ’ 1, 395. 09 8, 636. 93 
Material charged to in process: 
Paper ; is : ito. de = 51, 081.10 218, 475. 44 
Carbon saleable : ; seinen 27, 048. 40 179, 004. 18 
SE STE ee ee i £53 5 1,141.71 7, 751. 62 
BSE divkh ab doadscokhab ee Sdcebie ocd bachocce oe Be eed 480. 98 3, 077. 03 
Plates 
DO... .iscatntath iastiialaie dhl oRtaihibinainks Sena sighckdcciiich ; 958. 20 3, 780. 15 
Rubber--...-.-- 3, 724. 97 20, 148. 76 
Total = mae hese os aes aileron 84, 435. 36 432, 237. 18 





ExHIsIT No. 19 


AMERICAN LITHOFOLD CORP., 
St. Louis, Mo., February 28, 1949. 
From: H. W. Stanhope. 
To: R. J. Blauner, Washington office. 


I wrote you previously to approve the following: James B. E. Olsen, Jr., 
$750 on the 15th of February; William O. Boyle, $250 on the 15th of February. 
Also, please approve Joseph D. Nunan, Jr., $750 on the 28th of February. 
It was my understanding that this replaces the payment to Olsen. Please 
confirm promptly. 
Very truly yours, 
H. W. Stannope, Controller. 
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Exuisitr No. 20 


DATE > - SF I 


SUGQJECT 





OF GER NO 


ay Y a, alenua foe Bee ¢ 





4 aoe yo Us 


oe i ae < ee ve oie : 
(the vthe A yee af ive. be. . : WAS gee 
‘ 5 . 


EXHIBIT No. 24 


HABER and FINK, Inc. camera exchange 


AUTHORIZED DEALERS FPOR-KODAK-LEITZ-ZEISS-GRAFLEX-AMPRO-.SIMMON OMEGA ENLARGERS 
BELL &@ HOWELL AND ALL OTHER LEADING MANUFACTURERS OF PHOTOGRAPHIC EQUIPMENT 


12 WARREN STREET © NEW YORK CITY © BARCLAY 7-1230-1-2-3 


AMER LITHOFOLD CC 

SOLD TO ATT MR BLAUNER 
120 WALL STREET 
NEW YORK CITY 


Dare ait +> eH Your Orver No. ____ un Onver No C11454 ee a MS: NET NET CA CASH 
QUANTITY . fascias a I | a 
| | me | 
} | 
1 | REVERE MAG BMM CAMERA CBR 26 | 103 3° 
v4 BM4 MAG KODACHROME | | 4181 
1 | Rv *. . "ar | | 4 Bi 
} | | 





SALES TAX 


| wu 














) 
| 
| 
115 |36 
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EXHIBIT No, 25 


HABER and FINK, Inc. camera ee 


SUTHORIZED DEALERS FOR-KODAK-LEITZ-ZEISS-GRAFLEX-4 MPRO-SIMMON OMEGA ENLAR 
BELL @ HOWELL AND ALL OTHER LEADING MANUFACTURERS OF PHOTOGRAPi va aomenr 
12 WARREN STREET © NEW YORK CITY @ BARCLAY 7.-1230-1-2-3 
AMERICAN LITHOFOLO “ty 
SOLD TO 623 WOODWARD BLVO s 
15TH & H STS NW 
WASHINGTON OC 
Dare 12/30 194 7 _ Your Orpen No Our Orver No 39113 TERMS; NET CASH 
QUANTITY é pri ‘ AMOUNT? L 
1 REVERE #85 PROV MPA 96 |o0 
1 CASE FOR ABOVE S00 
105 00 
EXP CHGS 1 40 
} ' 
ah 106 i490 
| a 
i 





e 
Zz 
_ 
— 
x 
m 
= 
~ 
o 
© 
= 
_ 
a) 
Z 
~ 
_— 
a 
Zz 
= 
a“ 
> 
© 
o 
- 

4 
mn 
Oo 
Zz 
m 
~ 
_ 
ie 
4 


> 
> 


. 
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XHIBIT No. 


7 
4 


E 


weeps Feet ait 








Gayo LEMOHLDY 
G4 SQ400T4 TVD 
NO NMOHS SAH@10N TYI&ES 


= 





' 
«ev @)_ lan | ~ OD | (6) ‘@) (€ pur Zz) 
J (T¥D aNIMW)_JGNIX] (Ivo anim) | (1¥D 3NLM) | CTV aNIM) 
SASYO dO SIGWON = Fe ipaidS ISIGMBHIO| _ AGNVAd “NID | ARYSIHM 
qviaas SAISNIONN «= 1 


SLlldldS 4O ALILNVNO dO 44GV0N TLLOG 8O 
Galo ga G3TULSIO HOHM A@ 


aS 


SSaaddy Pu? JNYN 


“INS WOHM OL 


Hiei 


ESSPaSrsceass20ses 


(AMLNNOD BO BiLV4S) O NHN IOD HOS ATH, 





40 HINON” @ ON LOMISIC AdOSIAMTANS *x ‘N ‘Ot MATEOONE a0 
SOV ld ONTIMALS 938-818 


(28 GUOOde JO LdIMOSNVELL) 


LuOdau ATHLNOW SAA TYaId-yONnOorl-ATYSATIOHM 


‘ONI ‘SUULMOdNI SSHUITNAHa A930 casos 
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Exursit No. 27 


et 
wae 


DEMOCRATIC CHIEF BOYLE 
PAID $8000 BY COMPANY 
AFTER IT GOT RFC LOANS 


FIRM BORROHING 
$555,000 NAMED 
WN GRAND JURY'S 
FINNEGAN INQUIRY 


Received ‘Some Legal 
Fees,’ Denies Work | 


semen enema Ee ee 
oe by Firm Here 


On Sept. 26, 1949. Borie, a 
mn and RB. J. Bisuner, ‘ 
ident amd manager of Anier: | 

a Lithofoid, attended « testi. | 

milal dinner for Boyle in Kap | 

: = City where Boyle jong had | 

teen active in Demoecrati® poli- 

tics. The party made their head- | 
quarters at the Muehlebach Hotel | 
and Blauner picked up the check, | 
the Post-Dispatch was told. ' 

Another member of the party | 
waa Cecil A. Green, “greeter” in| 
the Washington offices of the. 
Lithofoid firm. Green. Hke Boyie . 
and Finnegan. was on 4 special ; 
payroll end company payments to | 
him also were listed as “com. 
missions.” 

Your days after the Kansas City 
testimonial dinner, the RFC 
board approved « $465,900 loan 
to American Lithofoid on recom- ; 
mendation of J. F. Williems, RFC: 


| Pecom: e 

Examiner Williams on Nov. 10. | 

1948, recommended that the loan | 
be increased by $100,000 to in- 
clude an $280,000 loan granted 

March 3, 1849. This brought the 

total to $565,000 

Payments to Boyle and Fis- 
megan stopped after two accents 
of the intelligence unit of the 
Interval Revenue Bureau catied 
on Flunegan here Mey 4. 1esgf" 
and told bim they had been as- 
i signed to investigate the affairs 
| of hie office. 

Next day, a special meeting of 
‘the corporation's directors was 
hastily called to “unscrambie” the 
company’s records on payme 
| to Finnegan. Both Finnegan and 


x 


athatetity 
tilt 


“y 


ie 
i 
37 BE 


the corporation had reported 

some payments to him in their 
income tax returns. 

Minetes “Corrected.” = 

Later, minutes of the directors’ 

ii meetings were “corrected” and a 

120 shares of 


5 
$3425% 


ee 


sued An the name of Finnegaf's 
wee canceled. A new fet 
wes tssued for the game 


} ith- 


i number of shares to 
‘in the company. 
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Exuipir No. 27—Continued 


OCRATIC CHIEF 
| BOYLE PAip sr FIRM 


| AFTER RFC LOANS 


Cantinued From Page One. 
Thies stock been . deposited 
with Tower Bank & Trust 
Co. as security for # $12.000 loan 
to Finnegan. Lithofaid Carp., 
prgre made monthiy payments 
= $1000 toward retirement of the 

Oat, 

| The attempt to “unscramb'!e” 
records was de- 


the company 
‘scribed ny Setor Johan J. Wil | 


of Delaware as an attempt 

by the company to “disassociate 
from the guesiion of 

Williams, a member of a sub- 
of the Senate Commit- 


The grand jury reay ¢d its in- 
guiry t i the Teiationship 
between Finnegan and American 
Lithofoid. 

Scheduled to testify were Wil- 
liam &. Willett. a former director 
of the RFC; St. Louis and Wash- 
is ofvicera of American ijtho- 

and officers of Tower Grove 
Benk. 

The Government was having 

difficulty finding some witnesses 
} whose te.timeny is needed in the 


; ney: 
i . J. Blauner, vice president of 
| American Lithofold, who now lives 


America 
cile the 

Mr. B 
RFC lo 
firm tha 

As th 
confidar 
Unless | 

A St. 
Interna 
St. Lou 
compan 

Sudd 
the Rev 
which 1 
Mr. Fin 
manage 
investig 
loan, tv 

That 
explana 
far fro. 


‘in Fort Lauderdaie. Fis., was re- 
i ported to be in Washington. His 
aon, R. A. Blauner, 2 Washington 
representative of the company, 
was said to be in Cuba. 

Director Reported M1. CARTH: 

Henry Mulligan, one of three AB = 

RFC directors who voted in favor 10 
of the American Lithofold joan, To Gui 


Washington hospital to leave his Fo 
bed to come here. Willett of the Ex 
RFC also voted for the loan. ax © 
¢ ae Marley Hise. 

reen, ington “greeter” for 
the St. Louie f 
to be in 


to the Walter E. Heller Co. « 
commercial financing company of 


tired, American Lithofold said it 
hed obtained a sew joan from 
the Heller ¥: 

simi St RIC ae 


mart ; 
Tanateld toon beve since boss ‘pints apeclalined » offi In tl 
Sead snd Wi thous Greene: includi 
ten ft Louis hes ben gas col 
~ — to abov 


ageney, ; of Alb 


Exutsir No, 28 
Lone-I 


[From the St. Louis Post-Dispatch, July 28, 1951] 


Wuarwt Service, Mr. Boy.e? Dict: 


oe : : eo ; to que: 
William M. Boyle, Jr., chairman of the Democratic National Committee, owes “We 


the public a better explanation of the $8,000 he received from a St. Louis firm Gabrie 
which obtained a $565,000 RFC loan in 1949. that he 

Mr. Boyle says he received “some legal fees” from the firm, American Litho- “He 
fold Corp. But the records show that his checks were charged as commissions. by him 
Just what kind of work did Mr. Boyle do for the company? Gabrie 

Mr. Boyle says that on account of his high sense of propriety he discontinued “Cal 
his law practice in May of 1949, But he went on receiving monthly checks from loan ir 
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American Lithofold all through 1949 and well into 1950. How does he recon- 
cile the discrepancy ? 

Mr. Boyle says his services for American Lithofold had “nothing to do with 
RFC loans.” What then were his services? What did he contribute to the 
firm that was worth $8,000? 

As the top man in the Democratic national organization, as a White House 
confidant, Mr. Boyle owes the country better answers than any he has yet given. 
Unless he gives those answers, what the public sees is this: 

A St. Louis firm applies for an RFC loan and is turned down. Collector of 
Internal Revenue James P. Finnegan interests himself in the loan and visits the 
St. Louis RFC office to champion it. Mr. Boyle and Mr. Finnegan confer with 
company Officials in St. Louis, Washington and Florida. 

Suddenly the RFC Directors reverse the decision of the St. Louis office and of 
the Review Board in Washington, and approve the initial installment of a loan 
which ultimately totals $565,000. At about the same time, both Mr. Boyle and 
Mr. Finnegan begin receiving monthly checks from the company. The company 
manager attended a testimonial dinner for Mr. Boyle. Four months after an 
investigation of Mr. Finnegan's office starts, the company abruptly pays off the 
loan, two and a half years before the due date. 

That is what the public can see. Unless and until Mr. Boyle offers a better 
explanation, the public, will know what these visible facts suggest, and it is 
far from complimentary to Mr. Boyle. 


Exursit No. 32 
DECEMBER 
CARTHAGE Hyprocor, INC., 
70 Pine Street, New York 5, N. Y. 
To Guy George Gabrielson, Dr.: 
For professional services rendered to Dec. 31, 1945_- = $34, 000. 00 
Expenses : 


Traveling__-_ a eee y z $336. 62 


Telephone and telegraph_-_ et , s 233. 87 


ment (extrn Specs)... ae art 04. 55 
Prentice-Hall, Inc. Sates . - ; 110. 20 
Stationery, printing, etc_- ; O08 
Postage __- paw enone Ais Sse _ ; 74 
Filing fee, Secretary of State___- e 2.00 
Stenographer (assigned) Ane! ; ers 627. 00 
Miscellaneous expenses____-_- Ad ages aan 74. 40 

— 2, O75. 46 


Total 36, O75. 46 


In the matter of the organization and financing of Carthage Hydrocol, Inc., 
including the preparation of legal papers, contracts, prospectus, notes, indentures, 
gas contracts, RFC application, etc.; also general conference work pertaining 
to above matter, including 138 days’ time of Guy George Gabrielson, 32 days’ time 
of Albert L. Wolfe and 187 days’ time of stenographers. 


OxHIBIT No. 38 


LONG-DISTANCE TELEPHONE CALL—Mr. Lou HuGuHues, NEw YORK AGENCY, TO MR. 
HENRIcH, JULY 7, 1950 


Dictated over phone during Mr. Henrich’s absence by Mr. Hughes, in answer 
to question, “How much Gabrielson received from Hydrocarbon in past years.” 

“We spoke with Mr. Keith. His reaction was that the services performed by 
Gabrielson had nothing whatsoever to do with Carthage Hydrocol, Inc., and 
that he could hardly understand the reason for the inquiry. 

“He explained that the Carthage Hydrocol loans had been originally arranged 
by him with the RFC officials in Washington (Jones and Husbands) before Mr. 
Gabrielson was brought into the picture. 

“Gabrielson had been attorney for Hydrocarbon Research, Inc., before the 
loan inception and was put in as president of Carthage Hydrocol at the sugges- 
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tion of the Texas Co. Incidentally, he said the work for which Mr. Gabrielson’s 
office performs for them is in connection with contracts other than the Carthage 
Hydrocol, Ine., and is actually done by Mr. Wolfe, Gabrielson’s associate. 

“Mr. Keith then called Mr. Noe (treasurer of Hydrocarbon Research, Inc.) 
in while agency examiner held the phone and ascertained that for each of the 
years 1944 through 1947 Mr. Gabrielson was paid $5,000 per year plus nominal 
out-of-pocket expenses. For the years 1948 and 1949 he had been paid $15,000 
in each of those years plus nominal out-of-pocket expenses. 

“Mr. Keith further advised our examiner that if there are more requests for 
information, they would have to come to him in a letter form.” 


ExHIsitT No. 39 
EXCERPTS FROM THE DIARY OF HARVEY J. GUNDERSON 


1946 


March 12: Mr. Brehm, Carthage Hydrocol, Inc., New York, 70 Pine Street, 
New York City. 

March 29: Mr. Keith, Carthage Hydrocol Co. 

April 8: Messrs. Keith and Gabrielson of Carthage Hydrocol stopped by. 

April 9: Mr. Brehm, Carthage Hydrocol. 


1947 


June 17: Mr. Gabrielson, president, and Mr. Brehm, treasurer, of Carthage 
Hydrocol, Inc., were in to see Mr. Gunderson today. 

November 21 (2:30 p. m.): Mr. Gabrielson, attorney, Carthage Hydrocol— 
Devin?? 

December 2 (12:00): Lunch with Mr. Keith, Hydro Carbon Research, New 
York City (secretary, Miss McGee). 


1948 


February 6 (10): Gabrielson of Carthage Hydrocol will be in on Friday 
morning as per conversation long distance with Mr. Allan Brimm last Tuesday. 
Mr. Keith of Hydrocol, New York, called long distance, inviting Mr. Gunderson 
and Mr. Goodloe to lunch with Mr. Milan, Mr. Cornwell and himself on Friday, 
February 13. They will be in the office about 11 a. m. Friday. 

February 13 (12:45): Lunch with Mr. Keith of Hydrocol, Mr. Hallan, Mr. 
Cornwell, Mr. Goodloe, Gabrielson. Mr. Keith at Mayflower, room 931. 

February 20: Mr. Lynch, Carthage Hydrocol, phoned. Will be here last of next 
week or first of following week. Mr. Gabrielson, Carthage, tried to reach Mr. 
G.; canceled call. 

February 27 (4:30): Mr. John F. Lynch, Mr. Haas, Corpus Christi, Tex. 
(director, Carthage Hydrocol) with LaGloria Corp.; Corpus Christi. Hay 
Adams, 102, Paul Haas. 

March 5 (12:15): Luncheon, Mr. Keith (Carthage Hydrocol), Mr. Cornwell 
et al.; cabinet room, Carlton Hotel. 

March 9: Mr. Carl Brebm, Carthage Hydrocol, tried to reach Mr. HJG. 
Talked to Mr. Goodloe when HJG couldn't be reached. 

April 7 (11) : Mr. Keith and directors in JDG’s office. 

April 9: Mr. Gabrielson ; operator 25, New York; Carthage Hydrocol. Wanted 
to know when matter is to be brought to Board. GF talked with him and told 
him Monday. 

April 13: Mr. Gabrielson called ; referred call to G. Fuller. 

April 19 (8: 45) : Mr. Gabrielson called ; referred to Mr. Fuller. 

June 1: Mr. Keith calling from New York; operator 39 through position 1. 

June 2: Gabrielson, N, Y.; operator 1. 

June 3: Mr. Keith will be in Washington and has an appointment with Mr. 
Hise at 2 :30. 

June 4 (10:30): Mr. Gabrielson, Carthage Hydrocol. 

June 15: Mr. Willard was in New York yesterday and talked with Mr. 
Gabrielson, who reviewed his talk with Mr. Gunderson. 
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1948—Continued 


July 2: J. C. Keys, of Hydro-Carbon Research in New York called long dis- 
tance; call canceled. 

July 18 (12:30): Lunch with Mr. Gabrielson. He will get in town about 11:30 
and phone us. 

July 15: Carthage Hydrocol letter seven-14 sent to Mr. Howard. 

August 9 (2:30 p. m.): Meeting in Mr. Hise’s office; Mr. Keith, all Board 
members, Mr. Martney, and Mr. Willard. 

August 11: Mr. Keith phoned from New York wanting to have lunch with you 
Thursday. I told him you were not expected in. However, he wants to get down 
here to discuss with you the matter of his getting hold of Stanolin Co. He has 
done so and they are interested in exploring the matter further. I think he 
wants to get Stanolin people and you together. DI 9-1480. 


1949 


February 28: Mr. Gabrielson calling from New York our operator 1. 

March 2: Mr. Gabrielson phoned that he will be here next Wednesday 
March 9 for lunch with HJG. 

March 9 (12 noon): Lunch with Mr. Gabrielson; will arrive District of Co- 
lumbia about 11:30 and will phone from station. 

March 10: Gabrielson. Neilson and Hagerty. 

March 11: Gabrielson (canceled). 

May 16: Mr. Gabrielson talked long distance to Mr. G. re $6,000,000 appli- 
cation approved April 25. 

June 6 (4p. m.): Mr. Gabrielson (sent to Ronan). 

June 15: Mr. Gabrielson to meet with Mr. Ed Willard and his group. Wants 
Mr. G. to lunch with him. Lunch with Mr. Gabrielson. 

June 27: Mr. Gabrielson calling. 

June 30: (Attached on separate sheet of paper on date of June 30, 1949.) 
Mr. Gabrielson’s suggestions: (1) That Carthage puts in its money 50-50 with 
RFC, (2) that the stockholders’ agreement to complete the plant be eliminated. 
Mr. Dunham will agree to both of these. Mr. Willitt will also agree to both. 
Mr. Mulligan agrees to the first suggestion and will be very glad to consider 
No. 2. Mr. Hise same as Mr. Mulligan. 

June 30 (reading from diary): Gabrielson, Statler, EX 1000, extension—621, 
made appointments for him for Dunham 2: 30 today; Willett 3 p.m. today; Mul- 
ligan and Hise at 4 p. m. today. 

July 5: Mr. Gabrielson, Digby 8—1123. 

July 6: Call Mr. Gabrielson re Board action, Digby 8—1123. 

August 9: Mr. Tom McNamara with Drew Pearson called and talked to Mr. 
Gunderson re Carthage Hydrocol loans. Gabrielson will call this p. m. 

August 29: Carthage resolution went out Friday p. m. Northwest Airlines 
resolution went out August 18. 

November 1: Mr. Gabrielson phoned you for lunch (Mr. Gunderson out of 
town). 

November 9 (12:30 p. m.) : Lunch with Guy Gabrielson, Mayflower lobby. 

November 23: Henrich re Carthage. 

November 25: Gabrielson, Hu 6600? 

January 9: Mr. Foote phoned re lunch. Will call him back when you return 
to office. Re chat with Gabrielson. 

January 27 (2:30 p. m.): Mr. Gabrielson HU 6600 canceled. Instead, lunch 
next Friday. 

February 3 (12:30 p. m.): Lunch with Mr. Gabrielson (Mrs. Shields). Check 
time and place later, HU 6600. Meet at 12:30 in Mayflower lobby. 

February 9: Mrs. Shields, secretary to Mr. Gabrielson, phoned saying Mr. 
Gabrielson asked her to thank Mr. G. for his letter regarding membership 
in the Met Club. He already belongs. 

March 1: Mr. Gabrielson phoned from New York. 

March 3 (12:30 p. m.): Lunch with Mr. Gabrielson and Mr. Frank Dawson at 
Mayflower. Suite 376. 

March 10 (12:30 p. m.): Mayflower, Mr. Gabrielson, Mr. Souther, and HJG: 
lunch. 
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1949—Continued 


April 5 (4:00 p.m.) : Mr. Gabrielson and Mrs. Messervy, Republican National 
Committee Woman from South Carolina. (1) Carthage. (2) Mrs. Messervy. 

April 20 (12:30 p. m.): Lunch with Mr. Gabrielson. Call him and tell him 
Statler. HU 6600. 

April 28: Mr. Gabrielson in for a moment. See Jim Hood for sure re Carthage. 

May 1: Mr. Gabrielson phoned from New York this a. m. re this matter and if 
there is any further information wanted can reach him in New York. 

May 2: Mr. Gabrielson re Carthage; asked Jim Hoover to get necessary Board 
action today. Call him after Board action; HU 6600. 

May 17 (12:30 p.m.): Meet Mr. Gabrielson at his apartment (376 Mayflower) 
for lunch. 

May 22: Mr. Gabrielson phoned from New York (Digby 8-1123) re elimina- 
tion of final sentence in resolution requiring stand-by agreement. Wants it 
eliminated. Think that was discussed with HJG recently. Jim Hoover 315 
not in office today. Called Mr. G. back and promised to call him in the morn- 
ing. 

May 23: Called Mr. Gabrielson back this a. m. after checking with Henrich 
and Hoover. (Notre.—Seems Luce, Burton, Hoover, et al., can’t come to an 
agreement.) I told Mr. G. we hoped to get it to the Board sometime this week 
for approval. 


1950 


June 6: Ned Foote phoned and says he started to work this a. m. with Great 
Lakes Carbon Corp., ST 6674. Mr. G. should talk with Mr. Gabrielson. 
June 20 (12:30 p.m.) : Lunch with Mr. Gabrielson, room 376 Mayflower. 


HaArvEY J. GUNDERSON DIARY—REFERENCES TO DEMOCRATIC NATIONAL COMMITTEE 


1950 


March 30: Miss Jean Carney phoned at Mr. Bill Boyle’s request and made 
appointment for 3 p. m. Friday to see Mrs. Florence Lynch, National Committee 
Woman from Iowa. 

March 31: (3 p. m.): At request of Mr. Bill Boyle, Miss Jean Carney called 
and made appointment for you to see Mrs. Florence Lynch, National Committee 
Woman from Iowa re Pacific Paper-Board Co. 

June 26: Mr. Boyle, Democratic Committee, called; invited you to dinner at 
Statler on June 29. 

June 29: (6:30 p.m.): Mr. Boyle, cocktails and dinner, Pan American Room, 
Statler. 
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ExuiBrr No. 40—-A 


THE SECRETARY OF THE INTERIOR 


WASHINGTON 


October 2, 1951 


My dear Mr. Flanagan: 


Pursuant to yourtelephone call of yesterday, 
I am enclosing a copy of a letter dated November 7, 
1950, addressed to me by Guy G. Gabrielson, Presi- 
dent of Carthage Hydrocol, Inc. 


As this letter requested assistance in obtain- 
ing materials for a synthetic fuel and chemical 
plant, it was referred, in accordance with the 
normal procedure, to the Petroleum Aiministration 
for Defense, the agency in the Department concerned 
with such matters. The request was handled by 
that agency in the normal course of business and 
on the merits. 


To the best of my recollection, Mr. Gabrielsor 
called me twice on the phone during the first part 
of this year with respect to the needs of Carthag 
Hydrocol, Inc. for materials. 


Sincerely yours, 


Seasdiaey ht the Interior. 


Mr. Francis D. Flanagan 

Chief Counsel, Senate Investigating Committee 
Room 101, Senate Office Building 

Washington 25, D. Ce 


Exuinir No. 40-B 


NOVEMBER 7, 1950. 
Hon. Oscar L. CHAPMAN, 
Secretary of the Interior, Department of the Interior, 
Washington, D.C. 

Deak Mr. Secrerary: As you know, our synthetic fuel and chemicals plant at 
Brownsville, Tex., is in the operating shake-down period and satisfactory prog 
ress is being made. A problem has arisen, however, due to our inability to pro 
cure certain materials, the lack of which may jeopardize our placing the plant 
in continuous operation at an early date, and it the purpose of this letter to 
request your assistance in this connection. 
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You will appreciate the fact that our plant is equipped with an unusually 
large number of tubular heat exchangers. Spare bundles were originally pur- 
cliased for some of what were initially felt to be the most important exchanger 
services, but actual corrosion experience during the past few months, with the 
sea water used for cooling purposes, has dictated the necessity of retubing 
certain other exchangers vital to our operation. 

Consideration of our own experience and a survey of practices by other indus- 
tries using salt water along the Gulf Coast has led to the conclusion that we 
must replace the Admiralty tubes in certain of our units with 70/30 Cupro- 
nickel tubes. \ve have been partly successful in procuring 70/30 Cupro-nickel 
tubes for some of these new requirements, but there are two lots of tubes which 
we have been unable to procure for immediate delivery and the best promised 
delivery of January may be too late. These urgent requirements of Cupro- 
nickel tubes are indicated as follows: 


Number On On order | Remaining; Present best delivery 
Tube size of tubes | for early | to be pur- promise, vendor, and 


required hand delivery chased | date 


7% inch by 18 gage by 22 feet, 246 5, 0 | 0} 5, 200 Phelps-Dodge, January 


4 inch by 16 gage by 16 feet. 0 inch | 3, 500 0 | 2, 215 1, 285 Do. 

The 5,200 %-inch tubes are required for the imminent retubing of two surface 
condensers serving the steam turbine drives of the main air compressors of the 
oxygen plant. These condensers are now equipped with Admiralty metal tubes 
which have proven unsuitable and which are now leaking in sufficient number 
to have already created delays to oxygen plant operation. 

The 1,285 34-inch tubes are required to fill out what we feel to be a necessary 
minimum stock for tube replacements in the 31 exchangers and coolers in the 
plant which are equipped with over 18,000 tubes and for which we have no spare 
bundles, 

We have made intensive efforts to secure these tubes from the various alloy 
tube manufacturers, but January delivery is the best promise we have been able 
to secure. Since we are greatly concerned that our inability to secure these tubes 
will delay our initial operations, we felt it necessary to request your assistance 
in securing a priority for these items. Further, since there will no doubt be 
other equipment items which may be urgently needed in the near future, may we 
request your consideration of a general priority for our project if this is in keep 
ing with your policy. Your assistance in this connection will be most appreciated. 

Very truly yours, 
CARTHAGE Hyprocot, INc. 
Guy GEORGE GABRIELSON, 
President. 


ExHrsit No, 42 
Marc 27, 1951. 
To All Republican Leaders: 

On March 10, 1951, in a political address at Elgin, Il., I discussed the shocking 
moral climate of the Truman administration as disclosed by the RFC and other 
investigations, and suggested that the situation warrants a revival of the blunt, 
harsh, political battlecry, “Turn the rascals out.” 

I anticipated that the Democrats would try to smear me following that speech. 
Three days later, on March 13, Representative Wayne L. Hays, Democrat of 
Ohio, made the following statement on the floor of the House: 

“There has been a lot of talk and newspaper comment about the investigation 
of the Reconstruction Finance Corporation by another body. I have information 
that testimony was brought out in executive session by this committee of another 
body which would show that Mr. Guy Gabrielson, chairman of the Republican 
National Committee, and also president of the Carthage Hydrocol, Inc., secured 
a loan of $9 million on April 8, 1946, for his company, and subsequently on April 
2, 1948, another loan of $3,500,000 and still a further loan on April 25, 1949, of $5 
million. 

“It seems that Mr. Gabrielson, in addition to being chairman of the Republican 
National Committee, has been doing a little influencing at RFC, since this testi- 
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mony would tend to show that he charged his own company, the Carthage Hy- 
drocol, $100,000 for his services in securing these loans for it. By way of ex- 
planation, I might say that Carthage Hydrocol is engaged in the manufacture of 
high-octane gasoline from natural gas, the most expensive way of getting high- 
octane gasoline, and certainly in 1946 there was no pressing need for this 
commodity. 

“Another interesting thing is that two members of this other body whom the 
House rules do not permit me to mention by name, were exerting pressure to get 
this loan for Mr. Gabrielson’s company. Although the House rules may prohibit 
me from mentioning the names of these members of the other body, I will most 
certainly name them tonight at 10 o’clock over the Mutual network.” 

Had this statement been made off the House floor, I would have brought suit 
promptly for slander. My only other recourse was to issue a statement to the 
press denouncing Representative Hays’ statement as an “unmitigated lie” 
designed to divert attention “from the rascality rampant in Washington under 
the administration of the political party to which Mr. Hays is affiliated.” 

Representative Hays did deliver a more cautionsly worded rehash of his state- 
ment over the radio that evening. The Senate Banking Subcommittee investigat- 
ing the RFC, at the insistence of its Republican members, invited him to testify. 
On March 14, Chairman J. William Fulbright, Democrat, of Arkansas, addressed 
to Mr. Hays the following letter, and I invite your attention particularly to the 
second paragraph : 

“DEAR CONGRESSMAN Hays: You are reported in the press to have stated on 
yesterday that you knew of two Senators who had brought influence to bear 
upon the RFC in connection with a substantial loan to the Carthage Hydrocol 
Co. From the report of your broadcast of last evening, the inference could be 
drawn that two members of the subcommitte may have been the members of 
the Senate to whom you referred earlier in the day. 

“As you probably know, the subcommittee held public hearings on this loan 
last summer. I did not think the loan was justified, on its merits, but the com- 
mittee did not have any information that influence was brought to bear upon 
the RFC in connection with the granting of this loan. 

“The subcommittee on the RFC, of which I am chairman, is interested in 
obtaining any information which you may have concerning influence that was 
brought to bear upon the RFC in connection with the Carthage Hydrocol loan. 
As chairman of the subcommittee, I invite you to present such information as 
you may have to the subcommittee on the morning of Thursday, March 15, or 
Friday, March 16, at 10:30 a. m. if such hour is convenient to you. If these 
dates are not convenient, I shall be glad to try to set a time that meets your 
convenience. I trust that you can let me have your answer as soon as possible 
this afternoon in order that I may notify the other members of the committee. 

“With best wishes, I am 

“Sincerely yours, 
“J. W. FuLsricut.” 


Mr. Hays declined to testify. His letter replying to the investigation follows: 

“DEAR SENATOR FULBRIGHT: I am in receipt of your letter of March 14, 1951, 
in relation to certain statements I made on the floor of the House of Representa- 
tives yesterday. 

“The truth or substantial truth of what I said can be easily verified by you or 
by any member of your subcommittee or your staff making an inquiry of the 
Reconstruction Finance Corporation. 

“Furthermore, any other pertinent information in relation to the loan that I 
discussed can be obtained particularly by a committee appointed by a branch of 
the Congress possessing investigatory powers. 

“With kind personal regards, I am 

“Very sincerely yours, 
“WayNE L. Hays, M. C.” 


In his radio broadcast, Representative Hays mentioned the names of Repub- 
lican Senators John W. Bricker, of Ohio, and Homer Capehart, of Indiana, mem- 
bers of the Fulbright subcommittee. However, he failed to carry out his promise 
to identify, on the radio, the two Senators he had accused in his floor speech of 
“exerting pressure to get this loan.” 

I am advised that Mr. Hays told newspaper reporters “off the record” that 
Mr. Bricker and Mr. Capehart were the Senators he had in mind. Now I didn't 
know Mr. Bricker personally until after he came to the Senate in 1947, and the 
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loan to Carthage Hydrocol was made in 1946. I can’t recall when I first met 
Mr. Capehart, but the hearings of the Fulbright subcommittee make it plain that 
the first he knew of the loan, or my connection with it, was during the examination 
of witnesses on this subject last June 15. 

Neither Senator Bricker nor Senator Capehart nor any other Republican Sena- 
tor or Representative, as far as I know, ever exerted any “pressure” for this loan. 

The facts about this loan, and my connection with it, are a matter of record. I 
want to give them to you fully, since this is not the first time, nor will it be the 
last as long as I am in politics, that it will be used as the basis for an attempted 
smear. 

As many of you know, I am a lawyer with offices in New York City. On No- 
vember 12, 1943, I became counsel for Hydrocarbon Research, Inc., which is 
headed by Mr. P. C. Keith, an outstanding chemical engineer and inventor. 

Mr. Keith had improved a process developed in Germany to the point where he 
believed it could be used to manufacture high octane motor gasoline from natural 
gas on a competitive economic basis with the manufacture of high octane motor 
gasoline from crude oil. ‘This was during the Second World War, when we had a 
shortage of gasoline and oil, and there were fears—as at present—that we might 
some day be cut off from access to the crude oil of the Near and Far East. 

After Mr. Keith had tested this process with a privately financed pilot pliant at 
Olean, N. Y., he approached Mr. Jesse Jones, then Federal Loan Administrator, 
and sought an RFC loan. He also discussed the project with representatives of 
the Army, Navy, and Department of the Interior. 

These departments were interested for two reasons. First, the development of 
a competitive process for making high octane gasoline from natural gas has the 
effect of substantially increasing the equivalent liquid petroleum reserves of this 
country. This is a vital factor in our national defense. 

Second, the development of this process should stimulate the utilization of a 
natural resource—our vast supply of unused natural gas. 

The RFC files contain letters of recommendation for this project from Mr. 
Kenneth C. Royall, then Under Secretary of War: Mr. Julius Krug, then Secretary 
of the Interior, and Mr. W. John Kenney, then Assistant Secretary of the Navy. 

Mr. Keith was advised by Mr. Jones on September 8, 1944, that if he could 
obtain private financing for half the amount required for the project—originally 
estimated at $12,000,000—and obtam an option on 1 trillion feet of natural gas, 
the RFC would consider loaning the other half at 4 percent interest. Mr. Keith 
set out to raise his half of the funds, with my firm as his legal counsel. 

On September 12, 1945, Carthage Hydrocol, Inc., was organized and I became 
its counsel. The stockholders are the Texas Co., Forest Oil Corp., Niagara Share 
Corp., United Gas Corp., LaGloria Corp., Stone & Webster, Inc., Chicago Corp., 
Western Natural Gas Co., and Hydrocarbon Research, Ine. 

These stockholders, with the exception of Hydrocarbon Research, Inc., sub- 
scribed to 6 percent promissory notes to provide the private financing required 
for Carthage Hydrocol. Hydrocarbon Research, Inc., became a stockholder in 
return for its patents and process. This corporate structure for Carthage 
Hydrocol was adopted so that Mr. Keith, instead of being forced to sell his process 
to some company, would share in the benefits of the project with the financing 
stockholders. 

The initial loan of $9,000,000 to Carthage Hydrocol was granted by the RFC 
on April 8, 1946, and construction of the plant at Brownsville, Tex., was begun 
shortly thereafter. On April 26, 1946, I was elected president of Carthage 
Hydrocol by its board of directors upon the resignation of its initial president. 

The project cost more than was originally estimated, due to inflation and other 
factors. An application for a second RFC loan of $3,500,000 was made February 
6, 1948, and approved April 12, 1948. Application for a third RFC loan of 
$9,000,000 was made March 14, 1949, and approved April 25, 1949. 

To date, the RFC has loaned $18,500,000 to Carthage Hydrocol. Stockholders 
of Carthage Hydrocol have put up approximately $22,700,000. Thus $41,000,000 
has been invested in the company with the RFC loan protected by a first mort- 
gage on all its intangible assets. 

Carthage Hydrocol, now in test operation, will use 90,000,000 cubie feet of 
patural gas a day, with a design capacity to turn out daily 6,000 barrels of high 
octane gasoline, 900 barrels of gas oil, 200 barrels of fuel oil, and 300,000 pounds 
of organic chemicals. 

The Stanolind Oil & Gas Co. has bujlt a large adjoining plant to refine and 
purify the organic chemicals produced by Carthage Hydrocol. Another plant 
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for the compounding and packaging of these by-products has been built by 
U. 8S. Industrial Chemicals, Inc. 

These three plants are providing employment for nearly 600 workers. 

On February 7, 1946, which was 2 months before the first RFC loan was 
granted, the directors of Carthage Hydrocol voted to pay me and my law firm 
$36,075.46 of which $34,000 was for legal services and $2,075.46 for expenses, 
in connection with organization of the company, the acquiring of gas contracts, 
negotiating for and leasing of land for a site, assisting in the preparation of the 
application to RFC and the many other necessary steps. This payment covered 
legal services during 1944 and 1945. 

For the years 1946 to 1949 inclusive, I have received $15,000 a year as president 
of Carthage Hydrocol, and my law firm has received $10,000 a year for legal 
services. I probably will receive the same compensation for 1950. 

Thus, my law firm and I have been paid a total of $134,000 to date for services 
to Carthage Hydrocol over a period of about 6 years. All of these payments have 
been subject to approval by the RFC, in accordance with customary procedure 
of this agency. 

I do not own a dollar of stock in Carthage Hydrocol. I have only one share 
of stock of Hydrocarbon Research, Inc.—and that was to qualify me as a director. 
I do not have any financial interest as stockholder or otherwise in the other 
companies which are stockholders of Carthage Hydrocol. My financial relation- 
ship to Carthage Hydrocol is merely that of a hired hand, with no arrangements 
to share in any profits which may accrue either before or after the RFC loan is 
repaid. 

As most of you know, I do not receive a salary as chairman of the Republican 
National Committee. None of the companies in which I am a substantial stock- 
holder are indebted to the RFC or any other Government agency. 

The first RFC loan to Carthage Hydrocol was negotiated before I became the 
company’s president. All three loans had been granted months before I was 
elected chairman of the Republican National Committee on August 4, 1949. 

Hearings on the Carthage Hydrocol loan were conducted by the Fulbright 
subcommittee’s staff. There was no suggestion of use of influence or pressure 
by anyone. The only criticism expressed by members of the subcommittee was 
whether the entire financing of this project should not have been undertaken 
by the stockholders. 

On July 10, 1950, during examination of Harvey Gunderson, a former RFC 
director, the following colloquy occurred before the subcommittee and is reported 
in the hearings: 

“Senator Fu.isrigut. Since our hearings on the Carthage Hydrocol Co., the 
press has carried a number of stories on the loan which have been written in a 
way to suggest raised eyebrows. Do you wish to make :iny comment on Mr. 
Gabrielson’s part in obtaining that loan? 

“Mr. GunpERSON. To my knowledge, Mr. Gabrielson had no part in obtaining 
the loan. The history of that loan is that Mr. Dobey Keith, who was one of the 
outstanding chemical engineers in this country, and who was responsible for the 
successful construction of all the catalytic cracking during the war, become in- 
terested in bringing over the Fischer-Tropsch process for the changing.of natural 
gas into gasoline. And he believed that he could make the process much more 
efficieat by using a low-pressure method of producing oxygen, because the Ger- 
mans had used a high-pressure method of producing oxygen, which was extremely 
expensive, and as a result he called on Mr. Jesse Jones, I would say some time 
back in the early 1940's, and asked him if the RFC at that time would consider 
a loan that would pay for the construction of half of such plants. 

“T think the board at that time indicated to Mr. Keith, through Mr. Jones, our 
usual requirement on new enterprises, that if they would put up half of the money 
and working capital, we would lend the money for the other half of the working 
capital. 

“The original estimate was for a $6,000,000 loan, but by the time price ceilings 
had gone off and they had gotten into specific plans, the loan was for $9,000,000 
with the borrower putting up $10,000,000. At the time the loan was made the best 
judgment of our engineers was that the cost of the plant would probably be 
$24,000,000. 

“After the loan actually was committed, we had quite a substantial increase 
in prices of everying in this country, with the result that the final cost of the 
plant would probably be about $36,000,000 or $37,000,000. 

“Mr. Futsricur. But you say that Mr. Gabrielson had nothing to do with 
obtaining the loan? 


81249—51—pt. 3-67 
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“Mr. GunpersoN. Mr. Gabrielson was originally the attorney. I had never 
talked to Mr. Gabrielson and I know of no one in the RFC who had ever talked 
with him, until after the loan was made, at which time he was elected president 
of the company. 

“Senator Fu_srient. Was he interested in any other companies which had 
RFC loans during this period? 

“Mr. GUNDERSON, None that I know of. And I think I would know of it if he 
were.” 

To recapitulate : 

The RFC loans to Carthage Hydrocol were all granted before I became chair- 
man of the Republican National Committee. The first loan was granted before 
I became the company’s president. In connection with the loan my part and the 
part of my firm was assisting in the preparation of the loan application and in 
discussing the application with the staff of RFC. Neither “influence” nor “pres- 
sure” were used in obtaining the loans. The compensation I have received was 
solely for legitimate services as legal counsel and president. In no manner, 
directly or indirectly, have I received a fee or any other compensation for securing 
the RFC loan. I have no financial interest in the company. I am proud to be its 
president and to participate in the development of a new industry with tremen- 
dous potentials to our national defense and the utilization of a natural resource. 

Had there been any evidence to controvert these facts, I feel sure it would 
not have been overlooked by the Democrat-controlled Fulbright subcommittee 
despite its demonstrated and acknowledged record of fairness to date. I hope the 
subcommittee will continue its investigation until all scandalous conduct is 
exposed whether it involves Republicans or Democrats. 

Sincerely, 
GUY GEORGE GABRIELSON, 
Chairman, Republican National Committee. 


ExHIpit No. 43 
JOHN Woop Co. 


Prime contract awards as of Oct. 1, 1951 


Conshohocken plant : Value of contract 
Navy contract NOrd-—11550 (18,250 mine cases, Mk 36 Mod. 2; 
18.250 crates, Mk 36, Mod. 0). Originating office, Navy 
Bureau of Ordnance, Washington, D. C___-~_- G ae 32, 502. 00 
Army contract No. DA-28-017-ORD-1516 (reconditioning 
5,000 Mk 2 powder boxes). Originating office, Picatinny 
util eee, TS Poe kane cha rain 28, 450 
Army contract No. DA-28-01T-ORD-1773 (reconditioning 
4,628 Mk 2 powder boxes). Originating office, Picatinny 
Arsenal, Dover, N. J a re ee eu 21, 265. 66 
Army contract No. DA36—-109ENG-1129 (776 82-gallon gal- 
vanized hot-water tanks with fittings). Originating oftice, 
Corps of Engineers, U. S. Army, Philadelphia, Pa_ ; . O86 
St. Paul plant: 
Army contract. DA-44—009-eng-634 (6,000 indicator assem- 
blies, mine, universal; 6,000 indicator assemblies, mine, 
TMI-43). Originating office, Engineer Research and Devel- 
opment Laboratory, Fort Belvoir, Va__.._------- 110, 000. 09 


Tetel s.. pa Se. elated |, en. Oe 


All of the above contracts were obtained on an open-bid basis. 


Subcontract awards as of Oct. 1, 1951 
Value of 
contract 
Muskegon plant: Subcontract from Continental Motors, Muskegon, 
Mich., for 2,900 assembly shrouds__------------~-~- seas $80, 219 
Conshohocken plant: Miscellaneous subcontracts- ; -- 19,085 


een eS 99, 304 
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ExHisit No. 44 


Excerpt FROM THE MINUTES OF A MEETING OF THE Boarp oF DIRECTORS OF THE 
RECONSTRUCTION FINANCE CORPORATION, SEPTEMBER 18, 1950 
oR 2 tk * * * 

The Board adopted the following resolutions: 

“Resolved, That with respect to this Corporation’s loans to Carthage Hydrocol, 
Inc., New York, N. Y., agency manager be and hereby is authorized (1) to approve 
for and on behalf of this Corporation the sale or disposal by borrower of one 
Byers crane, one International tractor, one Ingersoll Rand air compressor, and 
one Ingersoll Rand air compressor; all more particularly referred to on page 2 
of the memorandum dated August 28, 1950, to the Agency Review Committee 
from A. J. Lyons, agency examiner, a copy of which memorandum was attached 
to agency manager's letter dated August 29, 1950, to Mr. Dobbs, with respect to 
said loans; and (2) effect the release from the lien of all hypothecations securing 
said loans of the aforesaid four items of construction equipment, upon receipt 
by agency manager of (a) evidence, satisfactory to agency manager, that bor- 
rower has sold the aforesaid four items of construction equipment for cash, 
in the amounts of not less than the minimum sales prices of $7,000, $8,000, $2,300 
and $3,800, respectively, and (b) advice from borrower with respect to the appro- 
priate application of the funds received from the sale or sales of the aforesaid 
construction equipment.” 


SUPPLEMENTAL DATA 


No. 1 
SEPTEMBER 24, 1951. 
In compliance with the request of Senator McClellan, the following informa- 
tion is submitted to the committee : 
1, I entered the Government service on or about May 19, 1921. I submitted my 
resignation in March 1951, to become effective on the expiration of terminal 
leave on May 21, 1951. 


> 


2. Gifts received from Mr. R. A. Blauner, and/or Mr. and Mrs. R. A. Blauner: 
{pprorimate 

Christmas gifts: value 
Revere camera and projector _—__- pena eta co atce oe _ $125. 00 
Costume jewelry (neckchain) ‘ pte ; , : 15. 00 
Polaroid camera_____ .__-.- ie ee ee RD. OO 
Perfume, 2 bottles on different occasions, about as each 10. 00 
Seotch, on different occasions, about 12 bottles__—- do 5. 50 
Other gifts: RCA television set, approximate value__ 350. 00 


3. Loans from R. A. Blauner: 

Dates: Amounts 
Approximately December 1946_--__--~~ Sean te aon $2,000 
March 1947 (note) ee 4 i 2 Re 

(The above to purchase printing equipment for private ven- 
ture and equipment is in existence. ) 
Approximately August 1948—loan incident to purchase of car, re- 
ee ene Ol 5, he ee ie z 600 
July 1949 through 1950_____-__--~ =i 3, 000 


miscellaneous loans, in small amounts, between each other. 
4. Gifts from American Lithofold Corp. : 
Christmas holiday gifts: 

1950—3 botiles of whisky —-~-~- $5. 50 
BRN on cdientitilne th aaius ; cide tit Rati : ; — 2% 

1949—1 10-pound ham-__-_-~-_~-~~- ' a i iy es ahhlcn est -: to 
lL bottle whisky........... Seatac ieee tes iinet incr ieee 

194S—1 box cigars_- ae _ 10.00 
2 bottles whisky_-_- ~~ calm : each 5. 5U 

No definite recollection as to prior years, but to best of 
recollection, consisted of not more than several bottles of 
whisky or a box of cigars. 


5. Loans from American Lithofold Corp.: None. 
The above is correct, to the best of my knowledge and belief. 
CHARLES B. MOLING. 





INFLUENCE IN GOVERNMENT PROCUREMENT 


No. 2 
AMERICAN LITHOFOLD CorRP., 
St. Louis, Mo., September 26, 1951. 
Mr. FRANCIS FLANAGAN, 
Counsel, Investigating Subcommittee on Hapenditures in the Executive 
Departments, 
Room 101, Senate Office Building, Washington, D. C. 


DEAR Mr. FLANAGAN: As requested, I am submitting a tabulation of sales made 
to firms included in the Olson-Nunan lists, and including Rupperts Brewery and 
Austin-Nichols, which were testified to as being telephone contacts by Mr. Olson. 

This tabulation shows total dollar value of orders obtained from each account 
with the dates of first and latest orders to indicate the period of time during 
which these transactions took place. 

Very truly yours, 
AMERICAN LAITHOFOLD CoRrP. 
VONNE V. CIRCELE. 





Firm First order | Latest order 


Austin Nichols & Co., Inc = ica dea ; Sept. 12,1949 | Feb. 15, 1951 
Renfield Importers, Ltd __-.--- . ; ; Jan. 81950 | July 19, 1951 
Capitol Distributing Co-__-- aes Apr. 18,1949 | Jan. 9, 1950 | 
Jacob Ruppert . pana : . June 8,1950 | Apr. 9, 1951 | 
Louis Marx & Co_. i ie ‘ .| Apr. 28,1949 | June 15, 1951 | 
Standard Food Products ju 3 ad June 27,1949 | June 13, 1951 
Blue Crest Wine & Spirit Corp ; cea Apr. 18,1949 | Feb. 23,1951 | 
Peerless Importers, Inc Apr. 12,1949 | June 28, 1951 | 
Alpine Wine & Liquor Corp birate ; 7 a 


Total So ichtediaksceracia ice elas a lictiliniae 96, 467. 35. 


No. 3 
STATEMENT OF FEES RECEIVED BY MR. MAx SISKIND FROM THE St. JOE Paper Co. 


(October 15, 1951) 


The total fees received by Mr. Siskind from the St. Joe Paper Co. amount 
to $36,450 to date. This includes $18,950 paid on a retainer of $650 per month 
and $17,500 received in addition to the retainer. 


OCTOBER 8, 1951. 
Memorandum (File No, 29-12). 
To: The files. 
From: Francis D. Flanagan. 
Subject: American Lithofold Corp. 

In accordance with the instructions given by the chairman of the subcom- 
mittee at a public hearing on September 26, 1951, Mr. William A. Leece, member 
of the subcommitee staff, examined the files in the law office of Max Siskind 
and determined that cases Nos. 15, 19, and 20 (these numbers refer to those 
cases mentioned in the Siskind testimony) were civil cases which had no eonnec- 
tion with matters in any branch or agency of the Federal Government. 

Case No. 15 was a suit for breach of contract involving two private litigants. 
Case No. 19 was a case in which Mr. Siskind attempted to precure licenses in 
several States to enable his private clients to do business in those States. Case 
No. 20 involved a civil action between two private litigants in which it was con- 
templated that action would be filed in Federal court, but the case was never 
adjudicated and the matter was subsequently dropped. 
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No. 5 


A review of the Prince diary reflects the following contacts by Siskind and 
officials of the Democratic National Committee: 

Siskind inade the following contacts with Frank Prince: 

December 8, 1948: Mr. Siskind, attorney for William Boyle, Jr., in to see Mr. 
Foster re application loan, $3,000,000; represents president of Consolidated Steel 
Works, Pencost Structural Steel Co., Philadelphia, Pa. (sent by Hise). 

December 9, 1948: Siskind calling Foster re application for $3,000,000 loan; 
blast furnace. 

March 3, 1949: Max Siskind (William O. Boyle), attorney, to see Foster, 
11: 30, re loan to Simpson Oil Co., Charleston, Mo. 

August 3, 1949: Mr. Siskind in re application Lincoln Leather Co., Reading, Pa. 
Received Philadelphia agency, July 16, 1949, $500,000 ; to be notified when received 
in Washington. Republic 1805. 

October 5, 1949: Messrs Siskind & Parks in re reconsideration Twin Ton 
Department Store, Inc., Tonawanda, N. Y. Bob Maxwell in on ease. 

October 13, 1949: Messrs. Siskind and Parks in to see Prince re reconsideration 
application Twin Ton Department Stores, Inc., Tonawanda, N. Y. Bob Maxwell 
interviewed them. 

December 27, 1949: Max Siskind, Republic 1805, phoned re appointment for 
Franklin Parks re Twin Ton Department Store. Also inquired re receipt 
Champion Steel Co. application to be filed in Cleveland this week. 

December 28, 1949: Siskind, Republic 1805, phoned proposal application 
Champion Steel Co. (Cleveland agency); requested Prince to call Fraser, ad- 
vising that a Mr. Holmquist of above company will be in agency December 29, 
1949, to discuss case. 

March 21, 1950: Tom Collins of Max Siskind’s office in to see Prince (referred 
to Robertson) re Twin Ton Department Store, Tonawanda, N. Y. 

March 30, 1950: Mr. Siskind phoned re application $4,800,000, Samuel Bischoff, 
Hollywood, Calif. Rochelle, handling, has talked with Siskind several times. 

March 30, 1950: Prince made appointment for Siskind and ex-Governor Arnall 
with Hise—Samual Bischoff, Hollywood, Calif. 

April 4, 1950: Max Siskind phoned; changed appointment for ex-Governor 
Arnall and himself to be deferred to April 13, 1950, on Samuel Bischoff. 

April 18, 1950: Samuel Bischoff application $4,800,000 (from Hise’s office). 
G. L. Sears, president, United Artists Corp.—ex-Governor Ellis Arnall, Samuel 
Bischoff, Max Siskind, and Ed Morse. Rochelle handling and in conference. 
Rochelle also brought in applications of Walter Wanger Pictures, $2,500,000; and 
California Studios, $2,600,000. 

The following contacts were made by representatives of the Democratic 
National Committee: 

July 15, 1949: Messrs. Neal Roach, W. J. McCarthy, J. W. McLain in to see 
Prince preliminary information on loan application to Modern Cleaners, Inc., 
Arlington, Va. 

October 21, 1949: Prince calling Neal Roach re decision “No chance for loan, 
per Rochelle,” Miami Fish, Jacksonville, Fla. 

November 8, 1949: Neal Roach calling re declined application $100,000, Crane 
Well Servicing Co., Crane, Tex. EBH also had call from “Chie” Gardner, 
Odessa. Prince discussing case with W. O'Donnell, Small Business. 

November 25, 1949: Acey Carraway, District 1717 (Democratic Committee), 
calling re invitation to dinner in New York. 

November 28, 1949: Turney Gratz calling status M. & O. Trucking Co., Kansas 
City, Mo. Declined November 25, 1949. Referred to O'Donnell, Small Business. 

December 9, 1949: Neal Roach phoned reconsideration application of James 
Hollis, doing business as Cranewell Servicing Co., Crane, Tex. Willett re- 
quested it be taken from Small Business and report be prepared. Robertson 
handling. 

December 13, 1949: Carraway (Democratic National Committee) calling re 
Georgia Marine Salvage, Jacksonville, Fla. Referred to O'Donnell, who will 
discuss case with him. 

December 22, 1949: Neal Roach phoned F. P. $200,000 application Miami Fish 
Producers Exchange, declined. Reconsideration to be filed. Buskey has flagged. 

December 23, 1949: Prince phoned Alan Rhodes, Fortune 7261 (Continental 
National Bank), Fort Worth, re application of Cranewell Servicing Co., Crane, 
Tex. Advised Mr. Willett of phone call, who asked him to tell Luce of discussion, 


January 27, 1950: Neal Roach phoned status John Horne Co., Evanston, IIL, 
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application $95,000. Buskey says received Washington January 23, 1950, $129,- 
000. Agency received decline. Blanton handling. 

April 17, 1950: Turney Gratz, Republic 1717, phoning. 

May 2, 1950: Robert Dudley, Washington attorney, phoned if wire to Philadel- 
phia, re Central Iron & Steel Co., Harrisburg, Pa., had gone out. Wire room 
says 5:20 p.m., May 1,1950. Merle Young phoned re same. 

June 21, 1950: Merle Young phoned his interest in Calumet Iron & Supply 
Co., East Chicago, Ind. 

June 22, 1950: Mr. S. S. Hoffman, of Calumet Iron & Supply Co., East Chicago, 
Ind., in to see Prince re application handled by Rochelle, $400,000, who is handl- 
ing case. Weaver made appointment. Merl Young also interested in case 
(per phone call June 21, 1950). 

October 16, 1950: Vinnell Corp., Alhambra, Calif., $1,000,000 additional loan 
application filed, Los Angeles, September 19,1950. Flagged. Neal Roach phoned 
from Indianapolis that Walter Halpin to be in Washington 16th or 17th to see 
Willett and F. Prince. (Mildred so advised.) 

November 7, 1950: Neal Roach phoned re Vinnell Corp., Los Angeles, Calif. 
Advised application in process. 

December 4, 1950: Turney Gratz, District 1717, phoned for reasons of decline, 
the Connecticut Chemical Research Corp., Bridgeport, Conn. Ordered files for 
Prince. 

December 7, 1950: Ace Services, Los Angeles, Calif.: Neal Roach, Democratic 
National Committee, phoning reasons loan was declined. 
some length J. Gordon Hussey’s background. 

December 18, 1950: Neal Roach phoning status Chas. Goldfine, doing business 
as South City Drive-In Theater & Amusement Co., Philadelphia. Buskey: Re- 
ceived December 13, 1950, $200,000; handled by Jack. To review 
December 15, 1950. 

December 20, 1950: Neal Roach, District 3000, exchange 373, phoning re status 
of amendment Vinnell Co. L. L. Lewis examiner will expedite due to defense 
aspect. 

January 11, 1951: Barium Steel Co., Philadelphia, Pa.: Neal Roach phoning if it 
had been received. Buskey: Nothing yet, but thinks it is tied in with Basic 
Refractories. Flagged. 


Prince discussed at 


committee 


February 1, 1951: Colonel Hendon phoning re American Bus Lines applica- 
tion. Wanted to talk with examiner. Referred him to Levinson, who discussed 
matter with him. 

February 13, 1951: Neal Roach phoned, asking for name of receiver for McGann 
Manufacturing Co., York, Pa. Per Tom Williams: Jim Landham, HU 5300. 
Name is George T. Livingston, trustee, McGann Manufacturing Co., York, Pa. 


PAY ROLL OFFICE 
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No. 6—Continued 
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SENATE INVESTIGATIONS SUBCOMMITTEE 
UNITED STATES SENATE 
{For immediate release, Thursday, October 18, 1951] 


Senator Clyde R. Hoey (Democrat, North Carolina), chairman of the Senate 
Investigations subcommittee today announced: 

“In recent public hearings of this subcommittee, Mr. Guy George Gabrielson 
testified concerning his contacts with the Reconstruction Finance Corporation 
since he became chairman of the Republican National Committee. At the request 
of the subcomittee, the staff has communicated with Mr. Symington, Adminis- 
trator of the RFC, and requested that he furnish information concerning Mr. 
Gabrielson’s contacts with him. 
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“Attached hereto are self-explanatory copies of the correspondence between 
the subcommittee staff and Mr. Symington. Copies of these communications are 
being placed in the hearing record.” 


OcTosBerR 8, 1951. 
Hon. W. STuArT SYMINGTON, 
Administrator, Reconstruction Finance Corporation, 
Washington, D. C. 

Dear Mr. Symirneton: On Thursday, October 4, Mr. Guy George Gabrielson 
appeared at a public hearing of this subcommittee and gave testimony concerning 
his contacts with you in connection with the RFC loan to the Carthage Hydrocol 
Corp. It is my understanding that a transcript of Mr. Gabrielson’s testimony 
has been made available to you. 

In order to complete our record it would be appreciated if you would prepare 
a letter setting forth a detailed summary of your contacts with Mr. Gabrielson 
in connection with the Carthage Hydrocol loan or any other matter pending 
before the RFC. If possible, your letter should set forth the specific dates upon 
which you were contacted by Mr. Gabrielson, either in writing, by telephone, 
or in person. Copies of any communications between yourself and Mr. Gabrielson 
should be attached to your letter and it should contain a résumé of the matters 
which Mr. Gabrielson discussed with you either by telephone or in person. 

Your cooperation in submitting the above requested information for our 
record at the earliest possible date will be deeply appreciated. 

Very truly yours, 
FRANCIS D, FLANAGAN, 
Chief Counsel, Senate Investigations Subcommittee. 


RECONSTRUCTION FINANCE CORPORATION, 
OFFICE OF THE ADMINISTRATOR, 
Washington, October 9, 1951. 
Mr. Francis D. FLANAGAN, 
Senate Investigations Subcommittee, United States Senate, 
Washington, D. C, 
Dear Mr. FLANAGAN: Thank you for your letter of October 8. 
I am having the information you request gotten together and will write you 
further. . 
Sincerely, 
Stuart SYMINGTON,. 


RECONSTRUCTION FINANCE CORPORATION, 
OFFICE OF THE ADMINISTRATOR, 
Washington, October 15, 1951. 
Mr. FRANCIS D. FLANAGAN, 
Senate Investigations Subcommittee, United States Senate, 
Washington, D. C. 

Dear Mr. FLANAGAN. In further reply to your letter of October 8, there follows 
a summary, according to records and best recollection, of my seeing Mr. Gabriel- 
son re the loans of the Carthage Hydrocol Corp. 

On July 5, 1951, Mr. Gabrielson called and requested an appointment for 
the following Wednesday or Thursday. An appointment was set up for Wednes 
day, July 11, at 3 p.m. 

At that time Mr. Gabrielson discussed the history of the Carthage Hydrocol 
loans, also the process being used by that corporation. 

On August 6, 1951, Mr. Gabrielson wrote, enclosing copy of a letter of August 
1 from Allen Brehm, treasurer of Carthage Hydrocol to the New York office of 
RFC. These letters requested deferment of the principal payments due during 
the year beginning October 1, 1951, on the first and second loans. It was received 
by me August 7. Copies of both letters have been furnished your committee. 

As a result of this letter I called Mr. Gabrielson in New York, to arrange an 
appointment. The call was not completed until August 10. I set up an appoint- 
ment for August 15 at 2:30 p. m. 

On August 15 at 2:30 p. m., Mr. Gabrielson and Mr. Brehm came to my office. 
It was impossible for me to keep the appointment as scheduled because during 
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the morning I had begun testifying before the Senate Committee on Banking and 
Currency. My testimony not having been completed, I was requested by that 
committee to return and resume at 3 p.m. I explained the circumstances briefly 
to Mr. Gabrielson, and set up another appointment for the next morning at 11. 

On August 16, 1951, I met with Mr. Gabrielson at 11 o’clock. At that time we 
discussed the need of his company for deferment of the principal payments, 
this as he rode with me to the Hill for further testimony on my part. 

The same day Mr. Gabrielson returned at 2: 30 p. m., and we further discussed 
his problem. 


Sincerely yours, 
STUART SYMINGTON. 
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